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For  Reference 
Do  Not  Take 
From  the  Library 


Every  perbon  vuho  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

PeiMl  Coda  of  Cdliforni* 
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Investor  Buffett,  left, 
and  Salomon  Brothers 
CEO  Maughan 


N  THE  WORLD  OF  INSURANCE  AND  FINANCIAL  SERVH 


1  here  IS  a  ciimjnim  that's  scttnvj^  itself  ajxirt  from  the 
ciimjx'titum  with  new  ways  aj  t/i/'n/v/nq;  and  )ic'U'  stancLirds  of 
jxn-formanee .  Tliat  eomjxiny  is  Funis.  What  imilies  Fartis 
different  is  an  inw^inative  al^jiroaeh  to  jnohlem  solving — a 
onistcoit  quest  for  innovative  sohitions  to  meet  your  needs. 


Tliese  sohitions  inehide  emf-iloyee  benefit  f^lar 
halanee  solid  emfiloyee  etweraj^e  with  a  earefidly  ni, 
af^f^rotieh  to  east  eontrol.  I^old  and  irnvntive  l\ealth  eare  i 
life  and  hnvj^  term  eare  insurance  stratef^es  desigiied  u 
future  in  mind  and  mutual  funds  and  annuities  to  nelj 


Scoiiiilies  ottered  Ihiough  Foitis  Inveslois,  liic  ,  St  Paul,  MN  55164  1-800-800-2638  Insurance  contracts  are  issued  and  underwritten  by  Fortis  Benetils  Insurance  Company,  Woodbury,  MN  and  Kan  ,, 
Time  Insurance  Company,  Milwaukee,  Wl  and  in  New  York  Slate  First  Foilis  Lite  Insurance  Company,  Syracuse,  NY  ''-i1995  Fortis,  Inc  Fortis  and  !/o////  are  servicemarks  ol  Fortis  AMEV  NV  and 


ERE'S  SOMETHING  DIFFERENT  ON  THE  HORIZON. 


ivestment  objectives  and  (protect  your  finimcial  juture. 
'art  of  a  xvorldwide  financial  services  oriiani::ation  165 
Mand  $1 10  billion  .stront^,  Fortis  not  only  believes  in  the 
)flont>  term  relationshil^s ,  but  also  understands  how  they 
'1(0  lono  term  results.  lt\  this  ajijm)ach  to  /ont^  term 


ihinkini^  that  has  elevated  Fortis  to  one  of  the  /ai'.qcst  diversified 
financial  conilxinies  in  the  world. 

To  find  out  more  about  the  Fortis  difference,  call  your 
independent  insurance  a^ent,  broker,  jiminciid  cons]dtLint  or 
talk  to  the  Ix'ojile  from  Fortis  at 


1'800'377'7282. 


f/ortis 
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Achieving  near  perfect  50/50  weight  distribution 
has  always  been  something  of  an  obsession  at  BMW. 

It  guides  our  engineers  to  such  a  degree  that  even 
battery  placement  varies  from  car  to  car  In  the  325i 
pictured  above,  the  48-lb.  battery  is  located  in  the  back, 
while  in  the  318i,  it's  placed  under  the  hood. 

Extreme?  Not  if  you  consider  the  many  benefits  of 
ideal  weight  balance,  especially  when  combined  with 


the  stopping  power  of  our  advanced  ABS  brake  a 
the  surefootedness  of  optional  All  Season  Tractioi 
(available  on  all  BMWs  except  the  M3  and  318  mc . 
a  system  that  helps  optimize  control  any  time  of  ye 

The  three  together  yield  responsiveness,  pr; 
handling  and  the  confidence  to  travel  virtually  anyv  • 
you  need  to  go. 

Of  course,  if  you've  ever  driven  a  BMW,  you  v 


istered.  *BMW  recommends  the  iii 


felt  these  benefits  intuitively.  In  the  way  it  corners, 
-^t  as  if  it's  on  rails.  In  the  way  it  brakes,  without 
5sive  front-end  dive.  In  the  way  a  better-engineered 
an  make  you  feel  at  one  with  the  pavement  and 
'  in  command. 

And  you'll  notice  balance  in  the  3-Series  beyond 
lacement  of  weight.  It's  a  car  that  delivers  equal 
■  performance  and  safety  Driving  exhilaration  and 


comfort.  High  technology  and  a  tradition  of  excellence. 

Is  it  any  wonder  the  325i  has  been  named  to  Car 
and  Driver's  Ten  Best  list  for  four  years  in  a  row? 

A  feat  that  alone  should  tip  the  scales  in  favor  of  a 
BMW,  regardless  of  the  car  it's  up  against. 

To  learn  more,  call  us  at  1-800-334-4BMW. 

THE  ULTIMATE  DRIVING  MACHINE 
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SLUGFESTS 


CONGRESS:  BLACK  DAYS  FOR  THE  GREENS 


ENVIRONMENTALISTS  HAVE 

plenty  to  raise  a  stink  about 
on  Apr.  22,  the  25th  anniver- 
sary of  the  fii'st  Earth  Day. 
The  new  Republican-led  Con- 
gress has  hurt  their  cause 
mightily.  Nor  is  it  just  the 
GOP:  Key  Democrats  are 
working  against  their 
agenda,  too.  The 
greens  recently 
lost  votes  on 
softening  envi- 
ronmental safe- 
guards and  com- 
pensating 


property  owners  claiming 
losses  from  federal  rules. 

A  study  of  the  first  100 
days  by  the  League  of  Con- 
servation Voters  shows  just 
how  staunch  the  opposition 
is.  The  73  gop  freshmen 
scored  a  paltry  pro-envi- 
ronment rating  of  3%  on 
average,  vs.  10%  for 
veteran  Republi- 
cans. Worse,  23 
conservative  De- 
mocrats backed 
Republicans  on 
the  environment. 


TALK  SHOW  UThe  Constitution  gives  me  relevance,  the 
power  of  our  ideas  gives  me  relevance.  The  President  is  rel 
vant  here."  — President  Bill  Clinton,  on  why  his  views  are  imjr 
tant  despite  the  assertive  gop  Congress 


Led  by  Representative  Billy 
Tauzin  (D-La.),  they  scored 
13%,  vs.  77%^  for  other  Dems. 

It  won't  get  any  better  in 
the  Senate,  where  important 
votes  are  coming  up.  League 
of  Consei-vation  Voters  Pres- 
ident Jim  Maddy  expects  new 
GOP  senators  to  team  up  with 
the  likes  of  Senator  Howell 
Heflin  (D-Ala.),  offsetting  pro- 
environment  moderate  Re- 
pubhcans.  The  enviros  hope 
to  chop  down  a  clump  of 
their  foes  in  the  1996  elec- 
tion, including  Representative 
Rick  White  (R-Wash.).  How- 
ever, unless  they  can  find  a 
message  that  sells  in  the 
Newtoid  '90s,  prospects  for 
the  greens  don't  look  too  rosy 
at  all.       Mary  Beth  Regan 


l-WAY  PATROL 

DESPERATELY 
SEEKING  SPECTRUM 

THE   SATELLITE  VENTURE 

backed  by  moguls  Bill  Gates 
and  Craig  McCaw  is  wob- 
bling in  orbit.  They  are  lead 
investors  in  Teledesic,  which 
wants  to  provide  wireless 
phone  semce  to  remote  paits 
of  the  globe.  The  hitch:  Wire- 
less cable-TV  companies  are 
occupying  the  section  of  the 
radio  spectrum  that  the 
Gates-McCaw  outfit  covets, 
and  they  won't  make  way. 
The  wireless  cable  folks, 


led  by  CellularVision  of  New 
York,  offer  to  share  the  spec- 
trum with  Teledesic  and  oth- 
er satellite  providers  now 
gearing  up.  CellularVision 
wants  to  blan- 
ket the  counti-y 
with  wireless 
cable  TV  and  lo- 
cal phone  ser- 
vice. Teledesic 
and  its  allies 
say  spectrum 
sharing  would  create  too 
much  interference.  The  wire- 
less outfits  disagree.  Each 
side  argues  its  sei^vice  is  the 
more  important  to  the  U.  S. 
economy.  The  entire  matter 


will  be  refereed  by  the  FCC. 

Gates  and  McCaw  each  in- 
vested $5  million  last  year  in 
Teledesic — adding  undisclosed 
sums  since.  Gates  is  a  pas- 


esic 


VEXED:  Investors 
Gates  and  McCaw 


sive  investor;  McCaw  is  more 
active.  McCaw  and  Teledesic 
President  Russell  Daggett 
have  met  twice  with  FCC 
Chairman  Reed  Hundt,  seek- 
ing liftoff.         Mark  Lewyn 


APPOINTED  ROUNDS 


THE  CHIEF  MAILMAN  KEEPS  HIS  ROUTE 


THE    TRIP   TO  THE 

dead-letter  bin  is  off 
for  Postmaster  Gen- 
eral Marvin  Runy- 
on.  Last  year,  as  the 
Postal  Service  suf- 
fered a  .$914  million 
deficit  and  many  de- 
livery screwups, 
there  was  talk  its 
board  of  governors 
would  fire  Runyon. 
When  the  board  meets  on 
May  1,  however,  most  of  the 
members  will  be  behind  him. 


RUNYON:  Curbed 


How  did  Runyon 
survive?  Partly  by 
fixing  a  lot  of  deliv- 
ery snags.  First- 
class  and  overnight 
mail,  while  hardly 
perfect,  are  more 
jjrompt,  a  Price  Wa- 
terhouse  study  says. 
Also,  January's  rate 
hike  will  produce  an 
  estimated  $210  mil- 
lion surplus  this  year. 

Another  factor:  The  board 
has  tightened  its  grip  on 


Runyon.  Some  governors  felt 
he  didn't  consult  with  them 
enough  before  going  public. 
Example:  In  January,  he 
made  a  speech  calling  for 
changing  postal  laws.  So 
Chairman  Sam  Winters  told 
him  to  clear  such  speeches 
with  the  board.  Some  also 
felt  Runyon's  aides  kept  bad 
news  from  them.  In  Febru- 
ary, the  board  voted  to  re- 
quire its  0.  K.  on  senior  man- 
agers' salaries.  Runyon's 
spokesman  calls  the  proce- 
dm'al  changes  minor  and  says 
Runyon  has  kept  the  board 
fully  informed.  Presumably, 
not  by  mail.      Mark  Lewyn 


CHERRYI 
DEAL: 

Schimhei 


FAT  WALLETS 

HE  CAME,  HE  STAYS 
HE  GETS  SEVERANC 


HOW  WOULD   YOU  LIKE 

cash  in  your  severance  pa 
age  without  getting  fir< 
Talk  to  Heray  Schimberg, 
No.  2  executive  at  bott 
Coca-Cola  Enterpris 
Schimberg's  $13  million  gc 
en  parachute  was  set  up 
his  previous  employer,  Jo 
ston  Coca-Cola,  as  insurai 
if  he  got,  er,  canned.  WI 
CCE  (44%  owned  by  sc 
drink-maker  Coca-Cola) 
quired  Johnston  in  19 
Schimberg  joined  CCE.  As 
enticement,  Schimberg  } 
the  light  to  collect  all  or  p 
of  the  bounty — with  hoi 
approval,  natch.  It  appe 
the  same  deal  applies  if 
quits,  retires,  or  is  fired. 

In  his  first  withdraw 
Schimberg  creamed  off 
million  last  year,  says  the 
est  proxy  of  CCE,  now  1 
largest  U.S.  Coke  bottl 
That's  atop  $1.5  million  in  i 
he  earned  for  1994.  Fami 
owned  Johnston  gave  h 
such  a  lush  kitty  because 
didn't  want  to  grant  h 
stock.  CCE  denies  this  is 
golden  parachute,  calling 
"deferred  compensation." 

The  boai'd  argues  that  Y 
worth  it.  Says  T.  Marsh 
Hahn  Jr.,  who  chairs  t 
board's  compensation  co 
mittee:  "He  is  invaluable 
teiTns  of  adding  value  to  1 
shareholder"  And  hey,  wl 
an  incentive  to  keep  up  t 
good  work.    Maria  Malic 
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IN  THE  CHIN  DYNASTY,  THEY  BUILT 
A  WALL.  NOW  THEY  RE  USING 
AST  COMPUTERS  TO  ADD  A  HIGHWAY. 


China  is  experiencinci  a  revolution  of 

tclcphcmc  lines,  satellite  dishes,  tax  machines - 
and  personal  computers.  Many  ot  them,  oLirs. 

Nearly  one  out  ot  three  personal  compLiters 
in  C'hina  is  made  hy  AST.  From  Shani^hai  to 
Beijing,  you  hear  the  same  question,  "Is  it  AST 
compatible.'"  For  that,  we  say  xie-xie.  Or  thanks. 

While  some  companies  have  only  recently 
discovered  China's  explosive  economic  lirowth, 
we've  been  there  all  aloni^.  Even  the  South  China 
Miirning  Post  has  niiticed  that  AST  is  "at  the 
torelront  ot  marketing  intiovations!' 

Years  ago,  we  began  donating  our  computers 
to  local  schools.  We've  even  .sponsored  contests 
to  promote  computer  literacy. 

We  also  opened  a  Hong  Kong  headciuarters, 
followed  by  a  manutactLiring  plant  in  Tianjin. 
Today,  it  delivers  computer  systems  pre-loaded 
with  Chinese  sottware  as  tar  away  as  Manchuria. 

With  plants  in  Asia  and  other  countries 
arouni.1  the  world,  AST  is  one  ot  the  largest 
manutacturers  ot  personal  computers  anywhere. 

For  business  users,  we  make  Premmia  high 
pertormance  desktops,  attordable  Brave)  desk- 
tops, a  tull  ratige  ot  A.scentia"  notebooks  along 
with  Manliattan"  servers.  Our  Ad\'antage!  PC's 
are  pertect  tor  ln^me  or  small  othce. 

In  China,  AST  cttmputers  are  hard  at  work 


improving  communications  among  a  billion 
people,  and  creating  the  intrastructure  ot  a  tree 
market.  Whatever  your  needs,  chances  are  we 
can  help.  Please  call  800-876-4AST 

Or  on  your  next  business  trip  to  China,  look 
tor  our  computers.  You'll  tind  them  wherex'er 
the  Cre;it  Wall  meets  the  intormation  highway. 


YOU'LL 


LIKE 


THE 


WAY 


W  E 


WORK 


AST 


ER 


4  AST  Ki'vim/i,  /ni .  Allri^iLs  reserved  AST  an.l  AJvimf.i.y'  uiv  K^i^h-ml  mij.md.ls     AST  Kc'.Muh.  In,  AST  (  -.mlmM.  the  .ASTt.i;,,.  Ascnill.i.  MdillliUMi.  Tiiliimw.  ,m,(  -):,u1l  iiL'  ihe  Way  We  W',„k~  u<e  luklem.nL'.  nf  AST  Krtuirch. 
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FEMALE  RECRUITS 


luK  au  art  re 


MAD  AVE 

HERE'S  THE  DRILL: 
MORE  WOMEN 

THE    MILITARY    IS  LOOKING 

for  a  few  good  women.  Its  $7 
million  ad  drive  to  attract 
women  recniits  dwarfs  past 
campaigns  by  the  individual 
services.  So  from  now 
through  September,  the  mili- 
tary's agency,  Bates  USA,  is 
placing  ads  in  magazines  read 
by  young  women,  such  as 
Seventeen  and  Sassy.  In  July, 


TV  spots  will 
start.  But  don't 
look  for  macho 
ads  with  troops 
rappelling  from 
helicopters.  The 
focus  is  on  per- 
sonal growth 
and  education. 
Print  ads  show  a 
woman  in  civil- 
ian clothes  in  an 
academic  setting. 
With  the  just-out-of-high- 
school  population  pool  sliiink- 
ing,  the  Pentagon  is  turning 
to  young  women  to  fill  the 
gap  in  the  traditionally  male 
armed  forces.  Last  year,  it  al- 
lowed women  to  perform 
such  previously  off-limits  mil- 
itary duties  as  jet  fighter  pi- 
lot, with  only  ground  combat 
and  submarine  jobs  still  vei- 
boten.  Today,  women  make  up 
12%  of  the  armed  forces,  up 
fi'om  5%  two  decades  ago.  By 
one  estimate,  their  share  will 
almost  double  in  10  years.  □ 


DRAWN  &  QUARTERED 


DIVERSITY 


LILY-WHITE  IN  LA-LA  LAND? 


HOLLYWOOD,  PLEASE  TURN 
the  spothght  on  thyself.  Af- 
fii-mative  action,  a  much-ma- 
hgned  concept  in  Newtville- 
on-the-Potomac,  has  its  own 
set  of  problems  in  Tinseltown, 
that  bastion  of 
tanned  knees  jerk- 
ing. Over  the  past 
decade,  the  Writ- 
ers Guild  has  set 
up  11  programs 
with  TV  studios  to 
temporarily  bring 
aboai'd  nonwhite  or 
female  scriptwrit- 
ers— in  hopes  they 
would  be  hired  as 
full-fledged  staffers 
later 

The  catch;  They 
work  for  reduced 
wages.  At  studios 
producing  sitcoms  for  CBS,  the 
affirmative-action  hires  get 
half  the  guild's  $2,500  weekly 
minimum.  Publicly,  most  par- 
ticipants say  it's  a  good  op- 
portunity. But  some  grouse 


MR.  COOPER:  Fe  w 

black  TV  writers 


they  should  be  hired  full-time 
at  a  regular  salary.  Migdia 
Chinea-Varela,  who  has  wiit- 
ten  for  The  Facts  of  Life, 
turned  down  the  progi'am, 
saying  the  guild  is  telling  her 
to  "sit  at  the  back 
(if  the  bus."  The 
guild  argues  that 
the  ])i'ogTams  are  a 
good  way  to  ex- 
pose talent. 

Has  this  push 
worked?  No  one 
tracks  how  many 
diversity-program 
writers  have  be- 
come full-time.  But 
a  1993  Writers 
Guild  study  found 
that  minorities 
make  up  only  4% 
of  its  membership. 
Even  on  black-oriented  shows, 
white  male  writers  tend  to 
predominate:  Among  the  10- 
member  staff  at  abc's  Hangiii 
With  Mr.  Cooper  sitcom,  only 
3  are  black.  Jennifer  Holland 


HES^y5tHl5WAS 
THE  ONLY  PLACE  HE 
COULD  FIND  l^j  THE 
GTYTOHIWE  A 


CHIP  SHOTS 

INTEL  LAUGHS  TO 
KEEP  FROM  CRYING 

AT  LEAST  INTEL  HAS 

a  funny  bone  inside. 
The  normally  dead 
serious  chipmaker 
puts  out  an  annual 
parody  issue  of  its 
monthly  employee 
magazine.  The  April 
issue  mocks  the 
company's  response 
to  the  furor  over 
its  Pentium  bug, 
which  resulted  in  a 
$475  million  charge 
after  the  company 
finally  agreed  to  replace  the 
defective  chips  of  anyone 
who  asked. 

Initially,  Intel  only  would 
exchange  chips  with  custom- 
ers who  could  prove  they 


ZINGER:  hiieVs 
self  -  parody  issue 


used  the  flawed  portioi 
the  original.  The  parody 
a  faux  ad  promising  a 
placement  Pentium  if  o 
ers  submit  a  5,000-word 
say  on  "why 
important  eno 
for  a  new  chip 
and  then  wait 
weeks  for  a  re 
^  The  ad's  tag  1 
"It's  not  a  flaw 
til  we  say  it' 
flaw." 

There's  a  rea 
the  parody  ma 
zine  has  so  muc 
ahem — byte.  M 
agement  ne 
sees  the  issue 
fore  it  goes  to  press,  wl 
may  be  a  good  thing, 
magazine  promises  that  C 
Executive  Andy  Grove 
personally  install  the  repl 
ment  chips.     Robert  D. 


THE  BIG  PICTURE 


WHERE  THE 
TAX  DOLLAR 
GOES 

Back  in  the  days  of  the 
Soviets'  Evil  Empire, 
the  Pentagon  claimed 
more  than  one-quarter 
of  your  federal  tax 
dollar.  A  decade  later, 
the  military's  share 
has  shrunk  dramati- 
cally. The  big  gainer: 
Health-care  spending. 


TRANSPORTATION 


EDUCATION 

VETERANS' 
BENEFITS 

INCOME 
SECURITY 

DEBT 
INTEREST 

HEALTH 

DEFENSE 

SOCIAL 
SECURITY 

OTHER 


3% 
3% 

I  3% 
3% 


11984 
11994 


DATA:  TAX  FOUNDATIi 


FOOTNOTES  Average  claim  settlement  for  shareholder  suits,  1990:  $3.2  million;  1994:  $7.7  million 
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YOU'VE 


TRACKED 

NEW  BUSINESS 


0  These  days,  a  prime  source  of  new  business  is  the  business  you  already  have.  For  Norwest  Corporation, 
selling  more  products  meant  fully  understanding  their  existing  customers'  needs.  But  with  customer  profiles 
fragmented  across  12  different  databases,  it  became  increasingly  difficult  to  determine  who  needed  what. 
I,     How  was  NorAvest  able  to  better  manage  its  commercial  banking  relationships  and  increase  revenues  in 
the  process?  With  the  help  of  Gemini,"'  a  consolidated  sales  and  marketing  account  management  system,  built 
on  a  foundation  of  Microsoft"'  products,  including  Windows  NT""  Server  and  Microsoft  SQL  Sen/er"'  part 
of  the  BackOffice  family.       "We  evaluated  other  systems,  but  only  Microsoft  gave  us  the  power  and  flexibility 
we  needed  to  reach  our  goals,"  says  Daniel  G.  Pocrnich,  Chief  Financial  Officer  at  Norwest  Bank  Minnesota. 
Gemini  provides  a  comprehensive  view  of  ever-changing  customer  profiles.  So  customers  receive  more 
personalized  service.  And  cross-selling  opportunities  become  abundantly  clear.  The  result?  Products  sold 
to  existing  customers  increased  by  34  percent.  What's  more,  Norwest  increased  account  fee  revenues  from 
39  to  60  percent  of  total  revenue.       To  get  more  information  on 
how  Microsoft  can  help  you  gain  a  business  advantage  using 
computers,  c.iW  (800)  437-3119,  Dept.  GN4. 


Microsoft 


WHERE   DO  YOU  WANT  TO   CO  TODAY?" 


DF  THE 


EART  H. 


WHAT  LED  YOU 


BACK  TO  YOUR  OWN 


DATABASE  i 


? 


HOW 


ieniiiii  IS  available  from  Micro/Resources  (415)  461-8677 

995  Microsoft  Corporation  All  rights  reserved  Microsoft,  Where  do  you  wcjni  lo  foday  \  and  Windows  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries 
mini  IS  a  trademark  of  Micro/Resources,  a  Broadway  &  Seymour  Company, 
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IS  JAPAN  BENT 
ON  DOMINATION? 


Your  Apr.  10  issue,  with  various  arti- 
cles on  Japan  ("Japan's  new  identity," 
Cover  Story),  paints  a  rather  alarm- 
ing picture  of  an  emerging  giant,  sword 
in  hand,  whose  dominating  ambition 
seems  to  be  hidden  in  the  shadows. 

What  was  never  stated  outright  is 
the  question  of  whether  Japan  in  the 
'90s  is  deeply  reminiscent  of  prewar 
Imperial  Japan.  Thei'e  seem  to  be  hints 
of  the  philosophy  that  gave  rise  to 
Japan's  rallying  cry  befor-e  World  War 
II:  a  strategy  to  exert  influence  via 
economic  power  rather  ^^^^^hi 
than  military  might,  using 
that  power  as  both  a  de- 
fensive and  an  offensive 
weapon.  Although  a  defen- 
sive posture  can  be  ex- 
plained by  the  fear  of 
a  growing  and  stronger 
China  in  the  Far  East, 
there  is  also  the  offensive 
mind-set  of  an  island  na- 
tion bent  on  expansion  of 
territorial  riches  measured 
not  in  geographical  terms  but  in  de- 
rived economic  value. 

Economic  dependence  can  be  just  as 
strong  a  weapon  as  militaiy  occupation 
and  much  less  costly,  but  with  all  the 
benefits  flowing  to  the  conqueror 

Let  us  hope  that  the  premise  of  an 
Imperial  Japan  is  not  forthcoming  and 
that  the  Japanese  will  use  their  eco- 
nomic muscle  to  improve  life  in  the 
emerging  nations  they  operate  in,  and 
foster  peaceful  economic  coexistence  in 
the  Pacific  Rim,  thereby  benefiting  the 
world  as  a  whole. 

Lawi'ence  A.  Beer 
Paradise  Valley,  Ariz. 

As  a  non-American  and  a  student  of 
Asia,  I  am  appalled  at  the  shortsighted- 
ness of  the  American  attitude  toward 
Japan.  Whenever  the  yen  appreciates 
against  the  dollar,  there  is  a  spate  of  ai- 
ticles  such  as  your  Cover  Story. 

The  gist  of  all  this  is  that  Japan  is 
some  monstrous,  monolithic  entity  bent 
on  subverting  the  "American  way." 


This  is  remarkably  silly.  The  real  thi 
to  the  U.  S.  is  not  Japan  but  Clm- 

There  are  two  possibilities,  h 
fraught  with  danger  The  first  is  ■ 
China  succeeds  wildly.  Then  imagine  . 
alliance  that  mames  Japanese  braii 
Chinese  brawn.  The  second  possibilit 
that  China  implodes  into  open  ft'atii( 
war  This  will  certainly  spill  over 
Southeast  Asia  and  South  Asia.  V  u- 
plenty  of  nuclear  weapons,  the  Chir  f 
can  wi'eak  a  lot  of  havoc. 

In  either  scenario,  the  U.S.  ne 
Japan  as  a  counterweight  and  an  ;  ; 
Instead  of  alienating  Japan  and  blan 
it  for  your  own  budgetary  proflig 


BusinessWeek! 

WHO'S  REALLY  AT  PAUL 

"Instead  of  alienating 
Japan  and  blaming  it 
for  your  own  budgetar 
profligacy  and  lack  of 
competitiveness,  you 
Americans  ought  to 
cooperate  with  Tokyo" 

and  lack  of  competitiveness,  you  An 
leans  ought  to  cooperate  with  Toi 
more,  not  be  shrill  scolds. 

Eureka  Kingsley-Raj 
Stanford,  C; 

In  oui'  cuiTent  ch-cimistances  of  de 
oping  an  export-intensive  profita 
economy,  I  thought  the  issue  of  Jap; 
turning  to  East  Asia  was  veiy  tim 
well-witten,  and  thoughtful.  I  beli 
Japan  is  tiying  to  develop  an  econo 
community  similar  to  the  European  1 
ion  and  nafta  to  buffer  global  econ(* 
ic  tremors  and  landslides. 

Basically,  for  the  U.  S.  to  escape 
tionalistic  and  regionalistic  paroch 
ism  in  Europe  and  East  Asia,  it  has 
overcome  the  economic  weakness 
now  have  and  make  a  charge  at  i 
EC  and  East  Asia.  Easier  said  tl 
done,  I'd  say.  I  believe  I  might  not  1 
long  enough  to  see  U.  S.  workers  i 
leaders  develop  the  seamless  soc 
political,  and  ideological  unity  tl 
Asians  find  possible  to  achieve  becat 
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iny  had  the  hard  part. 
Scanning  it  was  easy. 


Introducing 
HP  ScanJet  Scanners 

They're  simple  to  set  up.  Even  simpler 
to  operate.  And  with  software  that 
makes  scanning  more  automatic, 
using  HP  ScanJet  scanners  has  never 
been  easier  The  new  HP  ScanJet  3c 
now  offers  internal  30-bit  color  at 
2400-dpi  enhanced  resolution  (600- 
dpi  optical),  and  also  includes  free 
Corel  PHOTO-PAINT  for  PCs.'  The 
HP  ScanJet  3p  delivers  1200-dpi 
enhanced  resolution  (300-dpi  optical). 
Both  come  with  OCR  software.  For 
more  information,  caU  1-800-SCANJET, 
Ext.  9232.^ 


Grayscale  -  $599 


Color- $1,179 


The  easiest  thing 
you'll  do  all  day. 


Aclotw  Photoshop  LE.  "  Suggested  i:  S  hsl  prices  'In  Canada,  cill  1  K00-3«7-:J867,  Exl  fl:):)5  '01995  Hewlell-Packard  Company  PE12.52B 


of  their  philosophy  and  temperament. 

Lawrence  E.  Dunlap 
Houston 

In  response  to  your  editorial  "What 
Japan's  Asia  tilt  means"  (Api'.  10),  I  say 
shame  on  this  countiy  and  the  leaders 
running  it.  More  so,  shame  on  the 
American  people  who  put  them  there 
and  do  nothing  about  it.  This  trade 
problem  is  not  going  to  go  away  on  its 
own.  It's  long  overdue  that  we  as  a  na- 
tion stand  up  sti'ong  against  the  Asian 
bloc  and  start  putting  our  interests  in 
the  foregi-ound. 

Anthony  R.  Zopich 
Staten  Island,  N.  Y. 

BILL  GATES, 

PRO  AND  CON  

If  Microsoft  Corp.  is  anywhere  near 
as  contentious  as  its  chairman  ("Bill 
Gates,  uncensored,"  Information  Pro- 
cessing, Apr.  10),  I'm  not  surprised  its 
competitors  are  so  upset. 

David  Frank 
Baldwin,  N.  Y. 

Bill  Gates  helped  create  a  new  world 
of  opportunity  for  millions.  If  it  were 
not  for  the  advent  of  the  personal  com- 
puter, I  could  still  be  working  at  a  cem- 
eteiy  digging  gi-aves  for  a  living.  Bill 
Gates  should  be  appreciated  for  his  con- 
tribution to  the  PC.  He  is  a  savvy  vision- 
ary who,  like  Hemy  Foixl,  gives  the  av- 
erage person  mobility.  Gates  has  molded 
a  very  complex  industry  from  infancy 
to  maturity.  He  has  aided  in  unlocking 
the  human  mind  to  its  greater  poten- 
tial, allowing  individuals  the  inclepen- 
dence  to  work  anytime  and  anywhere. 

Let  the  cynics  and  critics  whine  and 
whimper  about  Bill  Gates's  short-term 
failures.  As  for  me,  one  who  benefited 
greatly  from  his  long-teiTn  successes,  I 
say:  Thank  you  veiy  much,  Mr.  Gates. 

Marc  Rinehart 
Clinton,  Ohio 

Bill  Gates  says  that  everything  Micro- 
soft does  is  for  the  benefit  of  the  in- 
dustry, that  the  company  has  never 
knowingly  done  anything  wrong.  This 
sounds  like  IBM's  position  in  1969,  when 
it  was  sued  by  the  Justice  Dept.  for 
antitrast  violations  for  the  third  time. 

Today,  a  new  menace  dominates  the 
industry  in  the  foi-m  of  Mici-osoft.  And 
the  tactics  it  used  to  dominate  today's 
softwai'e  industry  ar'e  identical  to  those 
used  by  IBM.  An  entire  industry — one 
r-esponsible  for  much  of  the  innovation 
and  leadership  that  keeps  America  at 
the  forefront  of  technology — is  at  risk. 
Here  are  the  things  Justice  should  do 
to  aggressively  pur'sue  MicTosoft: 

1.  Bring  suit  against  Microsoft.  The 


CORRECTIONS  &  CLARIFICATIONS 

In  "Japan's  new  identity"  (Cover  Story,  Apr. 
10),  Faye  Wang  siiouid  have  been  identified 
as  a  Hong  Kong,  rather  than  a  Taiwanese, 
singer. 

In  "Jock  market"  (Up  Front,  Apr.  17),  Viacom 
was  incorrectly  said  to  have  100%  owner- 
ship of  the  Florida  Panthers.  The  team  is 
owned  by  H.  Wayne  Huizenga,  a  Viacom 
board  member,  who  has  the  right  to  trans- 
fer that  ownership  to  Viacom. 


suit  would  bring  immediate  relief  for 
software  companies,  since  Microsoft  will 
necessarily  become  mor-e  cautious — just 
as  IBM  reacted  in  the  1970s. 

2.  Openly  propose  to  break  Microsoft 
up.  In  the  past,  the  courts  have  applied 
the  principle  of  maximum  separation  to 
prevent  the  use  of  economic  power  in 
one  distinct  line  of  commerce  for-  com- 
petitive advantage  in  another.  By  divid- 
ing Microsoft  into  an  operating  systems 
company,  an  applications  company,  a 
multimedia  company,  and  a  networ*k  ser- 
vices company,  the  Justice  Dept.  can 
level  the  playing  field  and  ci'eate  an  en- 
vironment where  innovation  and  ad- 
vancement can  take  place. 

3.  In  the  shorter  ter-m,  the  gover-n- 
ment  should  seek  a  pr-eliminary  injunc- 
tion against  Microsoft.  Some  immediate 
relief  is  needed  by  other  softwar-e  com- 
panies and  by  users.  Most  important, 
software  vendors  need  to  be  able  to  re- 
verse-engineer Microsoft's  operating  sys- 
tem. The  government  should  also  re- 
quire Microsoft  to  operate  its  Network 
ser'vice  as  a  separate  subsidiary  and 
force  Microsoft  to  erect  "Chinese  walls" 
between  its  oper-ating  system  groups 
and  its  application  groups. 

4.  Tluti  down  the  Intuit  acquisition.  If 
this  acquisition  is  approved,  it  should 
only  be  under  the  condition  that  it  oper- 
ates as  a  separ-ate  company. 

A  healthy  mari^et  for  growth  and  in- 
novation demands  that  Microsoft  be 
reined  in.  No  one  is  in  a  stronger  posi- 
tion to  do  that  than  the  Justice  Dept. 

Martin  A.  Goetz 
Teaneck,  N.J. 
Editor's  note:  Goetz  co-founded  and  was 
president  of  the  software  company  Ap- 
plied Data  Research.  In  that  role,  he 
assisted  the  Justice  Dept.  in  its  suit 
against  IBM,  testifying  at  the  trial  as  a 
goveriiment  ivitness. 

WILL  THE  REAL 

PETE  WILSON  ■ .  ■  

Yes,  California  Governor  Pete  Wil- 
son has  been  the  pro-taxes,  pr-o-choice, 
pro-gun  control,  and  pro-gay  rights  can- 


didate ("A  gr-and  old  br-awl,"  N 
Analysis  &  Commentary,  Apr.  10). 

And  yes,  Wilson  is  now  the  tax 
tei;  the  anti-immigrant,  and  the  a 
crime  Pr'esidential  candidate. 

But  Wilson  is  from  Califor-nia,  wl 
will  gave  him  lots  of  campaign  mo 
and  media  attention — and  this  sch 
phrenic  candidate  could  win  N 
Hampshire. 

Bob  Mulholl 
Campaign  Adv 
California  Democratic  Pa 
Los  Ang( 

EXPORT  PROGRAMS  DON'T  NEED 
WASHINGTON'S  HELP 


I 


Reading  ""Welfar-e  cuts:  Now,  it's  C 
por'ate  America's  turn,"  (News:  Anah 
&  Commentary,  Apr  10),  I'm  torn 
tween  my  long-held  belief  that  anyth 
that  promotes  U.  S.  exports  is  wo 
fimding  and  my  knowledge  that  C 
nrerce  Dept.  export  activities  are  n 
ginal  at  best. 

In  a  1981  survey  by  the  University 
North  Car'olina  at  Chapel  Hill,  the  hi 
est  rating  given  by  business  leaders 
any  federal  export  promotion  progr 
was  6  out  of  10.  (When  I  went  to  sch 
60%  was  an  F.) 

Exporters  today  are  well  ser'ved 
university,  community  college 
World  Tr*ade  Center  programs,  an< 
huge  cast  of  consultants,  export  age: 
export  management  companies,  f' 
Subsidies  that  entail  support 
bureaucr-ats  in  Washington  are  i 
needed. 

David  Thoi:  \ 
Associate  Dean,  Univer'sit\  1 
North  Carolina  at  Chapel  1 

Editor's  note:  Thomas  is  the  fori, 
president  of  Northern  Telecom  Jaj 
Inc. 
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Introducing  The  AcuraTL  Series. 
Designed  ForThose  Whose 
Appetite  For  Luxury  F-Iasn't  Diminished 
Their  Appetite  For  Excitement 


HE  RICH  INTERIOR  of  the  new  Acuili 


IS  spacious,  yet  invitingly  intimate.  It  offe 
uncluttered  simplicity  that  is  timeless 
elegance,  while  placing  lu.xury  convenie 
within  easv  rcich.  Including  an  eight-spt 


iHiilMilMi 

steieo  with  an  m-dash  CD  player  and 
Automatic  Climate  Control  System,  al 
which  come  as  standard  equipment. 
Turn  the  key  and  it's  obvious  this  is 


nubile  with  more  than  just  sumptuous 
iiK's.  Beneath  its  luxury  lies  a  vibrLint 
i[iLint,  a  four-wheel  double-wishbone 
■iv  iun,  cind  an  engineering  philost)phy 
cJ  ilecidedlv  toward  ownini;  the  road. 


he  new  Acura  TL  is  a  touring  luxury 
n  that  does  more  than  reward  a  sophisti- 
i  sense  of  taste.  It  also  proves  you  haven't 
en  boring  along  the  way. 


SOMElHINCb  AKE  WORTH  THE  PRICE 


Technology  &  You 


I 


BY  STEPHEN  H.  WILDSTROIVI  

A  CLONE  THAT'S  AN 
APPLE  AT  ITS  CORE 


a; 


t  fii'st  glance,  the  new 
machine  from  Power 
-Computing  Corp.  looks 
like  just  another  no-name  PC 
clone.  But  look  closer  and 
you'll  notice  thei'e  are  two  lit- 
tle buttons  where  the  reset 
switch  should  be,  and  the 
floppy  diive  has  no  eject  but- 
ton. Yes,  Macintosh  clones  are 
here,  and  an  early  look 
suggests  their  airival  is 
good  news  for  users. 

Wlien  IBM  clones  ap- 
peared in  the  early  '80s, 
they  ushered  in  the  era 
of  super-cheap  comput- 
ing. They  also  introduced 
incompatibilities  that 
plague  the  Windows/DOS 
world  to  this  day.  The 
Mac  clones  are  off  to  a 
different  start.  Apple 
Computer  Inc.,  which 
blocked  imitators  for 
over  a  decade  by  refusing  to 
license  its  basic  operating  sys- 
tem, now  fully  backs  the  clon- 
ing effoit  as  a  way  to  build 
market  share  for  its  software 
BW— Apr.  24).  The  Power 
Computing  units  use  Apple- 
designed  chips,  have  Apple 
software  loaded  in  read-only 
memoiy,  run  the  Mac  OS  oper- 
ating system,  and  boot  up  dis- 
playing the  familiar  "happy 
Mac"  icon.  For  all  practical 
])uri3oses,  they're  Macs. 
FIT  AND  FINISH.  As  with  PC 
clones,  price  is  the 
main  attraction. 
Power  Computing's 
Power  80,  without 
a  monitor,  sells  for 
$2,599,  about  $400 


short  supply  until  midsummer. 
Both  to  minimize  costs  and  to 
avoid  direct  competition  with 
Apple's  established  retail 
channels.  Power  Computing 
will  stick  to  direct  sales  (800 
999-7279,  or  E-mail  to 
info@powercc.com). 

Power  Computing's  clone 
lacks  some  of  the  industrial- 


MOCKINTOSH 


design  touches  for  which  Ap- 
ple is  famous.  The  modified 
PC  case  is  clunky,  and  the 
power  supply  is  an  off-the- 
shelf  PC  unit  from  Taiwan. 
Other  than  that,  it  shows  few 
signs  of  cost-cutting  efforts. 
First-quality  components,  in- 
cluding an  Apple  keyboard 
and  mouse,  are  used  through- 
out. The  circuit  boards,  even 
on  the  preproduction  Power 
100  that  I  used  for  evalua- 
tion, were  free  of  the  patches 
that  indicate  last-minute  re- 


price of  a  com})ar- 
able  Power  Mac 
7100/80.  They  will 
begin  shipping  in 
May,  although  the 
machines  vdll  be  in 


Mac  Clones  Close  the  Gap 

DELL  DIMENSION  XPS  P9D 

POWER  COMPUTING  POWER  80 

PRICE  $3,499 

$3,398 

PROCESSOR  90-Mhz  Pentium 

80-Mhz  PowerPC  601 

MEMORY      8  MB  main. 

8  MB  main, 

2  MB  video 

2  MB  video 

HARD  DISK    1  gigabyte 

730  MB 

MONITOR      17-in.  DellU17ES 

17-in.  Ikegami  CP17A 

CD-ROM       Quad  speed 

Quad  speed 

pairs.  Probably  the  most  sig- 
nificant functional  departure 
from  the  Mac  design  is  the 
inclusion  of  an  extra  video 
connection  that  allows  you  to 
hook  up  a  standard  PC  moni- 
tor without  an  adapter. 

Given  this  high  level  of 
compatibility,  it's  not  surpris- 
ing that  in  a  weekend  of  put- 
ting the  Power  100  through 
its  paces,  it  gave  every  ap- 
pearance of  being  simply  a 
very  fast  Power  Mac.  I  con- 
nected it  to  AppleTalk  and 
NetWare  networks  without 
difficulty.  The  quad-speed  cu- 
ROM  drive  did  fine  with  multi- 
media presentations.  Pro- 
gi'ams  that  challenge  memory 
and  processor  power,  includ- 
ing Wolfram  Research 
Inc.'s  Mathematica  and 
KPT  Bryce,  performed 
without  a  hitch.  The 
Power  100,  with  its  100- 
megahertz  PoweiTC  601, 
16  megabytes  of  memo- 
iy, and  high-petfonnance 
video  system,  is  de- 
signed to  compete  with 
Apple's  top-of-the-line 
Power  Mac  8100/100. 
Predictably,  it  knocked 
the  socks  off  my  Power 
—  Mac  6100/60. 

The  initial  Power  Comput- 
ing models  compete  with  the 
top  of  the  Apple  line.  Future 
offerings  will  go  up  against 
low-end  Power  Macs,  the 
6100  and  Performa  series. 
And  like  the  clonemakers  of  a 
decade  ago.  Power  Comput- 
ing isn't  content  just  to  imi- 
tate: "Later  this  year,  we'll 
start  to  add  features  that  are 
unique  to  our  own  boxes," 
says  Bob  Le Vitus,  director  of 
evangelism. 

That  could  be  a  mixed 
blessing  for  con- 
sumers. Competi- 
tion and  larger 
market  share  could 
bring  users  bettei; 
cheaper  machines. 
But  it  could  also 
destroy  the  Apple- 
enforced  consisten- 
cy and  uniformity 
that  have  long 
made  using  Macs 
such  a  pleasure. 


BULLETIN  BOAR 


PRINTERS 
COST-CONSCIOUS  COLOR 

If  you've  wanted  a  top-quali 
color  printer  for  your  networl' 
but  balked  at  the  $10,000 
price  tag,  your  wait  may  be 
over.  With  a  list  price  under 
$5,000,  the  new  Phaser  340 
from  Tektronix  (503  682- 
7377)  uses  a  crayon-like  sol 


ink  to  produce  beautiful  colov 
output  at  four  pages  a  min- 
ute. Color  laser  printers, 
whose  prices  start  at  around 
$7,000,  can  turn  out  black-  s 
only  text  at  high  speed.  But  | 
the  Phaser  340  is  really  onlyj 
practical  for  color  work.  A  te) 
page  takes  as  long  to  print  z 
a  color  graphic,  and  the  wax 
gloss  that  makes  the  color 
output  more  vibrant  than  the 
laser's  muted  tones  can  be 
distracting  on  straight  text. 

SOFTWARE 
KILLER  APPLICATIONS 

Spring  graduates  looking  for 
their  first  real  job  can  get  a 
bit  of  help  in  the  grueling  pri 
cess  from  Resume  3.0  from 
WinWay  Corp.  (800  494- 
6929).  The  $50  Windows  prO' 
gram  helps  you  prepare  a  re- 
sume and  application  letters 
The  CD-ROM  version  includes 
interactive  videos  designed  t 
prepare  applicants  for  inter- 
views. While  much  of  the  in- 
formation is  a  bit  simplistic 
for  the  seasoned  job-seeker, 
the  help  in  preparing  an  ef- 
fective resume  and  advice  or 
how  to  handle  tough  intervie' 
questions  could  give  first- 
time  applicants  a  leg  up. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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CHARACTER 


Eveiy  man  has  a  character,  but  not  all 
are  of  character. 


"...Character  is  founded  on  the  living  rock 
of  principle."  It  is  the  mettle  of  the  man... his 
underlying  core.  It  has  unspoken  power;  it 
is  solid,  resolute,  doesn't  "blink." 

Over  2500  years  ago,  a  philosopher  said, 
"Character  is  destiny."  In  the  centuries  since, 


thinkers  have  defined  it  as... "beyond  intel- 
lect" and. .."the  governing  element  of  life." 

In  an  era  when  there's  gloiy  in  glitz  and 
greed,  does  this  still  apply:  "There  is  no 
higher  prai.se  than. ..He  is  a  man  of  character!'" 

The  truth  remains,  only  character  endures 
over  time.  (A  principle  well-heeded  in  the 
crafting  of  a  cjuality  timepiece.) 


Concord  Executive. 
Hand-ciaftecl  case  of 
solid  18  karat  gold 
Black  crocodile  strap. 
Water-resistant. 


TOURncnu 

New  York  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa 


CONCORD 

Watchmakers  Since  1908 


Ilhe  impact  of  the  dollar's  slide  over  the  past  year  cannot  be  under- 
estimated. Yet  those  same  dollars  remain  fundamental  in  helping 
companies  grow.  Those  who  are  investing  m  their  operations  are  helping 
position  themselves  for  long-term  competitiveness. 

As  a  dedicated  lender  to  American  business,  The  CIT  Group  is 
providing  billions  of  dollars  in  financing  every  year  to  help  companies 
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and  individuals  get  stronger.  This  capital  is  being  used  to  buy  and  lease 
equipment,  improve  productivity  and  product  quality  and  take  other  steps 
necessary  to  prosper. 

With  offices  located  throughout  the  United  States,  The  CIT 


Group  stands  ready  to  help  you 
reach  your  goals. 


Letter  From  a  Kibbutz 


CHICKEN  PLUCKERS 
IN  THE  PROMISED  LAND 


are  to  survive  into  the  next  centi 
Although  only  3%  of  Israel's  populal 
live  on  kibbutzim,  the  concept  hel 
build  the  country  and  then  helpec 
the  militaiy  as  well  as  social  fightt 
keep  Israel  intact.  Today,  the  kibt 
remains  a  uniquely  Israeli  institutio 

The  fu'st  kibbutz,  Degania,  was  foi 
ed  in  1909  by  a  gi'oup  of  young  J( 
from  Eastern  Europe  who  wantec 
flee  the  ghettos  and  the  cycle  of  pogrc 
These  fii'st  Zionists  returned  to  Pa 
tine,  deteiTnined  to  conquer  the  h 
The  physical  labor  was  often  punishi 

The  founding  membere  of  Kbbutz 
mat  Hakovesh  were  ft'om  Poland 
had  barely  held  a  hoe  in  their  hands 
fore  coming  to  this  patch  of  land  in 
Shai'on  region.  The  parcel,  pm'chased  i ; 
a  wealthy  English  Jew  in  1936  fi-om 
Ai'ab  family,  was  sun-ounded  by  th 
hostile  Ai-ab  villages.  Not  for  not? 
they  called  the  kibbutz  Ramat  Ha 
vesh.  Ramat  means  "hill"  in  Hebr 
Hakovesh?  "Conquer."  From  1939-48, 
Idbbutz  was  under  a  constant  statf 
siege,  with  frecjuent  attacks,  snipers, 
mines.  Until  the  Six  Day  War  in  1! 
Ramat  Hakovesh  was  on  the  front 
between  Israel  and  Jordan. 
SOLES  AND  PIPES.  But  just  when 
physical  safety  was  assured,  the  kibt 
had  to  start  worrying  about  its  fir 
cial  security.  When  agTicultural  pre 
began  to  drop  in  the  1970s,  the  1 
butz — like  many  others — turned  to  n 


BLUE-COLLAR  KIBBUTZ:  The  au  thor  oh  the  factory  floor 


It's  3:45  a.m.  on  a  Wednesday,  and 
my  injection-molding  machine  hasn't 
broken  down  so  far.  It's  a  small 
blessing,  sure,  but  one  of  the  delights 
that  helps  get  you  through  the  night 
shift  at  the  Duram  Rubber  Products 
factoi-y  hei'e  on  Kibbutz  Ramat  Hako- 
vesh in  Israel. 

I  make  widgets.  Actually,  I  make 
chicken  j^luckers,  which  are  used  to  pull 
feathers  off  poultiy,  but  I've  never  been 
in  a  poultiy  processing  plant.  As  far  as 
I'm  concerned,  the  pieces  I  help  make 
might  as  well  be  widgets.  The  Duram 
rubber  factoiy  makes  a  wide  range  of 
chicken  pluckers  for  a  wide  range  of 
chickens.  There's  a  difference,  you  know, 
in  how  hard  it  is  to  pull  feathers  off 
various  sorts  of  chickens.  This  is  what  a 
kibbutznik  told  me  when  I  fii-st  started 
working  in  the  factory  I'm  leaiTiing  a  lot 
her-e.  I've  almost  mastered  the  injec- 
tion-molding process.  One  of  the  me- 
chanics is  teaching  me  how  to  trouble- 
shoot  the  two  Italian-made  machines  in 
my  charge.  I  wear  work  boots  and 
heavy  gloves,  and  it's  hard  to  remember 
that  I  once  sat  behind  a  desk  in  the 


Mediterranean 
Sea 


midtown  Manhattan 
headquaitei-s  of  business 
WEEK  and  pondered  cor- 
porate takeovers  and 
tr-ade  negotiations.  In- 
deed, in  the  nearly  thi*ee 
months  I've  been  on 
Kibbutz  Ramat  Hako- 
vesh as  a  volunteer  and 
Hebrew  student,  I  be- 
lieve I've  adapted  well. 
I  tliink  light  manufactm- 
ing  becomes  me. 

Today,  many  of  the 
280  kibbutzim  in  Israel 
depend  on  some  form  of  manufacturing 
for  a  percentage  of  their  income.  Some 
of  these  factories,  like  the  Durham  plant, 
bring  in  the  bulk  of  kibbutz  revenues, 
linking  the  success  of  the  kibbutz  as  a 
whole  to  the  plants'  health  and  profit- 
ability. That  capitalism  would  play  such 
a  big  role  in  supporting  the  socialist 
communal  ideal  on  which  the  kibbutzim 
were  based  is  pi'obably  something  the 
Zionist  founders  of  the  collective  move- 
ment would  not  have  endor-sed.  But 
changes  are  necessary  if  the  kibbutzim 


^ Ramat 


^^^^m  Jerusalem  M 

W  A 

\  ISRAEL  % 

EGYPT*  T 


ufacturing.  The  Dur 
factory  started  in  197^ 
a  small  shoe-sole  opt 
tion.  It  was  unpi-ofit£ 
for  nearly  10  years 
was  supported  by 
greater  kibbutz.  Ever 
ally,  however,  a  gi"ow 
export  and  domestic  ( 
tomer  base  and  impro 
production  led  to  exp 
sion  into  new  produ 
such  as  gaskets  and 
rings  for  ui-igation,  dr 
age,  and  sewage  pipe 

But  in  1979, 
biggest  O-ring  custon 
Iran,  closed  down  trade  with  Israel, 
Duram  had  to  find  another  niche 
found  chicken  pluckers.  Today,  the] 
the  factory's  main  export  item.  Dur 
holds  40%  of  the  $8  million  U.  S.  n 
ket.  In  1994,  factory  revenues  were  : 
million  out  of  a  kibbutz  total  of  $ 
million.  For  competitive  reasons,  t( 
output  for  the  year-  is  a  figiu'e  the  fa 
ry  declines  to  discuss.  Profits  go  diri 
ly  back  into  kibbutz  reserves,  which 
ly  support  its  member's. 

"If  the  factory  were  not  successfu 


Dead 
Sea 


JORDAN 
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The  Better. 


Introducing  Solstice".  It's  the 
single  solution  for  managing  oil  your 
systems  and  your  whole  network,  too.  No  matter 
how  big,  gnarly,  or  heterogeneous  the  whole 
thing  gets.  Unlike  the  competition.  Solstice  gives 
you  fully-integrated  system  and  network  manage- 
ment. From  PCs  to  routers  all  the  way  to  the  data 
center.  And  Solstice  is  fully  scalable,  from  a  few 
nodes  up  to  tens  of  thousands  worldwide.  It  works 


with  your  existing  hardware 
and  software,  which  is  just  one 
way  it  lowers  your  operating  costs.  And  best  of  all. 
Solstice  actually  exists.  Right  now.  Find  out  more. 
Call  1 -800-SUNSOFT,  or  see  us  on  the  Internet  at 
http:/7www. sun.com/sunsoft/  And  do  it  soon. 
Before  the  whole  enter-  ^S^^ 
prise  gets  the  better  of  you. 

SunSoft  Software   Products  The  Network  is  The  computer" 


SEE  us  AT  SUNWORLD  '95  •  BOOTH  #1020  •  MAY  23-25 


I  995  Sun  Microsystems,  Inc   Sun,  the  Sun  logo,  SunSoft,  Solstice  and  Solans  are  trademarks  of  Sun  Microsystems.  Inc.  All  other  trademarks  are  property  of  tfieir  respective  owners 


SLSTIB 


^etter  From  a  Kibbutz 


BACKBREAKING  PHYSICAL  LABOR:  Building  a  kibbutz  in  ly^y  in  northern  h^xu  l 


would  hurt  the  whole  kibbutz,"  says 
Haim  Routzky,  44,  the  plant's  general 
manager.  Like  the  other  worker's  here, 
he  does  not  draw  a  salaiy  but  gets  a 
quarterly  allocation  that  takes  care  of 
family  expenses  apart  from  food,  hous- 
ing, and  health  care,  which  are  entirely 
paid  for  by  the  kibbutz.  The  factory 
gives  most  of  its  revenues  to  the  kib- 
butz for  these  expenses,  while  allocating 
a  percentage  each  year  for  factory  up- 
keep and  expansion. 
RUSSIAN  INFLUX.  Running  a  successful 
business  isn't  easy  on  a  kibbutz.  Individ- 
uals don't  stand  to  gain  from  innovation 
or  higher  quality.  And  until  i-ecently,  the 
idea  of  profit  and  moneymaking  for  its 
own  sake  weren't  values  much  embraced 
by  hardscr-abble  kibbutzniks.  Each  time 
Routzky  wanted  to  send  workers  on  im- 
portant business  trips,  say,  to  trade 
shows  or  seminars,  he  had  to  convince 
the  governing  body  of  the  kibbutz  that 
the  travel  wasn't  frivolous.  Travel  paid 
for  by  the  kibbutz  was  seen  as  a  re- 
ward— the  idea  of  travel  for  business 
was  a  strange  concept.  As  business 
gi'ew,  however,  Routzky,  a  tall,  affable 
man  whose  family  came  from  Poland 
and  who  was  bom  and  raised  on  Ra- 
mat  Hakovesh,  was  eventually  able  to 
show  the  Unks  between  travel  and  new- 
business  generation. 

Anothei'  problem:  With  no  plant  hier- 
archy and  no  individual  monetary  re- 
wards, how  could  workers  be  expected 


to  put  their  all  into  productivity  and 
efficiency?  "All  members  own  a  piece 
of  the  factoiy,"  says  Routzky.  "But  that 
doesn't  necessarily  translate  into  harder 
work. 

The  influx  of  Russian  Jews  into  Is- 
I'ael,  however,  has  brought  highly  moti- 
vated and  skilled  workers  to  kibbutz 
factories.  Some  540,000  such  immi- 
grants have  landed  since  1989,  and  to 
stave  off  overcrowding  in  Israel's  immi- 
grant housing,  the  government  asked 
the  kibbutzim  to  house,  employ,  and 
teach  Hebrew  to  some.  There  are  15 
such  new  immigrant  families  living  in 
temporary  trailer  homes  at  Ramat 
Hakovesh.  These  famihes  are  not  mem- 
bers of  the  kibbutz  and  are  expected  to 
leave  and  make  their  own  way  after 
two  years.  But  while  here,  they  earn 
salaries  (triple  time  for  night  shift), 
study  Hebrew  and  Judaism,  and  gener- 
ally become  acclimated  to  their  new 
countiy. 

It  used  to  be  said  that  anyone  work- 
ing at  a  kibbutz  but  not  a  member 
would  find  it  hard  to  get  to  know  the 
permanent  kibbutzniks.  I  have  not  had 
that  problem:  Kibbutzniks  have  invited 
me  into  theii'  homes  for  cUnner,  and  they 
seem  to  appreciate  hard  work  and 
friendliness. 

As  the  factoiy  continues  to  prosper, 
the  benefits  are  hitting  the  kibbutzniks 
where  they  live.  Member's  of  the  kibbutz 
today  have  luxur'ies  undr'eamed  of  15 


years  ago.  Each  f; 
ly  is  allotted  a  p 
sonal  stipend 
whatever  expen: 
the  kibbutz  does 
cover'.  That  me; 
you  can  find  a  v 
and  a  couple  of  PC: 
just  about  any  k 
butznik's  home  th^ 
days.  Since  the  fac 
ly  accounts  for  6 
of  the  kibbutz' 
come,  keeping  fac 
ly  production  up  1 
a  dir-ect  impact  on 
worker-'s  well-bei 
That  is  du'ectly  in  1 
unth  the  original  k 
butz  ethic.  "The  rem 
set  is  not  for'  per'so 
pi'ofit,"  says  Routz 
"The  mind-set  is 
the  kibbutz." 
Unfortunately,  this  attitude  is  chai 
ing,  especially  with  the  younger  gene 
tion.  Money,  with  the  material  poss' 
sions  and  per'sonal  freedom  it  brings 
ch'awing  many  young  idbbutzniks  out 
their  cloistered  lives.  The  kibbutzi 
populations  ar'e  aging,  and  in  some  ca 
tills  means  a  shortage  of  labor.  Risi 
costs,  foreign  competition  for  pr'odii 
sales,  and  ongoing  political  tensions  s 
also  taking  their  toll  on  the  movemei 
MODERN  WAYS.  Mor'e  and  mor-e,  k; 
butzniks  ai'e  encour'aged  to  take  oi 
side  employment,  vrith  the  understai 
ing  that  they  remit  their  salaries  ba 
to  the  kibbutz.  This  also  lur'es  aw 
members,  some  because  they  want 
keep  their  owm  money  and  make  th 
way  on  the  outside.  Others  marry  nc 
kibbutzniks  and  leave  the  movement 
But  Ramat  Hakovesh  has  shown  tl 
a  kibbutz  can  moder-nize  and  compete 
the  open  market  while  maintaining 
r'oots  in  the  land  and  its  commitment 
a  communal  hfestyle.  When  my  sh 
ends  at  5  a.m.,  I'll  walk  to  the  edge 
the  fields  and  watch  the  sun  rise  ov 
the  West  Bank,  less  than  two  mil 
away.  Then  I'll  have  br'eakfast  in  t 
communal  dining  room  and  watch  t 
old  kibbutzniks  with  theii'  memories  ai 
the  young  kibbutzniks  with  their  hop 
for  the  future. 

JULIE  TILSN 

Tilsner  is  on  a  six-month  work/stu 
stint  at  Kibbutz  Ramat  Hakovesh. 


When  profits  from  agriculture  began  to  drop  in  the  1970s 
Kibbutz  Ramat  Hakovesh  turned  to  manufacturing 
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BOOK  BRIEFS 

THE  TOTAL  PACKAGE 

The  Evolution  and  Secret  Meanings  of  Boxes, 
Bottles,  Cans,  and  Tubes 

By  Thomas  Mine 

Little,  Brown  •  289pp  •  $24.95 

WRAP  SESSION 

Anyone  who  has  ever  pushed  a  cart 
through  a  supermarket  knows  that 
packaging  is  more  than  just  paper  and 
cardboard.  Every  stroll  through  the 
aisles  subjects  us  to  the  screaming 
messages  of  30,000  bagged,  boxed, 
canned,  and  frozen  bundles.  Candy 
wrappers,  fast-food  containers,  soda 
cans — packages  are  so  ubiquitous  that 
most  of  them  fail  to  register  in  our 
consciousness. 

But  that  doesn't  mean  containers  go 
completely  unnoticed.  In  The  Total 
Package,  Thomas  Hine  tackles  the  more 
subtle  roles  that  packages  play,  from 


substitute  sales  clerk  to  subliminal  emo- 
tional triggei-. 

Hine,  a  design  critic  for  the  Philadel- 
phia Inquirer,  starts  with  the  eai'liest 
packages  of  antiquity — the  clay  vessels 
that  allowed  traders  to  tell  an  amphora 
of  oil  from  an  amphora  of  wine.  Today, 
Hine  points  out,  rather  than 
packages  arising  as  a  means 
to  distinguish  products,  we  -■w  i 
have  products  arising  as  a  p  X  I 
way  to  fulfill  the  promise  of  a 
successful  package. 

But  the  heart  of  Hine's  ■ 
book  traces  the  rise  of  the  \ 
mass-market,  consumer-goods 
package,  and  it's  here  that  he 
is  at  his  best.  At  the  start  of 
the  century,  everything  from 
sugar  to  soap  was  bought  and  sold  as  a 
commodity.  Then,  the  arrival  of  packag- 
es, with  their  promise  of  predictability 
and  quality,  allowed  the  emergence  of 
national  brands.  And  instead  of  asking  a 
gi'ocer  to  measure  out  five  pounds  of 
flour,  buyers  helped  themselves  to  pre- 


measm-ed  bags.  Ninety  yeai-s  later,  pa 
ages  have  almost  eliminated  the  gi'Oi 
or  sales  clerk  from  the  store.  Lab 
bearing  instiTictions,  recipes,  and  pn 
uct  specifications  do  the  job  now. 

By  bypassing  the  retailer,  packaj 
allow  the  manufacturer  to  speak  dire 
ly  to  the  customer.  In  a  si? 
of  a  second,  they  communic; 
_  .  volumes  about  price,  vali 
I  A,  I  Q^'^^^ty — even  class  aspiratiol 
Hine  does  a  good  job 
showing  the  transfomiation 
-  packages  from  mere  conta 
I  ers  to  sophisticated  commu 
cation  devices,  though  he  f 
ters  when  he  gets  a  lit 
m  further  afield — for  examp 
'  tiying  to  relate  the  fall  of  co 
munism  to  poor  packaging.  In  an  age 
which  everything  ft'om  the  food  we  f 
to  the  political  candidates  who  woi 
lead  us  come  prepackaged,  it's  importj 
to  think  occasionally  about  the  wvi 
ping  that  veils  the  substance. 

BY  MARY  KUN 


WHERE  ARE  THE  CUSTOMERS'  YACHTS? 
A  Good  Hard  Look  at  Wall  Street 

By  Fred  Schwed  Jr. 

Wiley  •  215pp  •  $16.95  paper 

GOLDEN  OLDIE 

Fred  Schwed  Jr.'s  classic  look  at  the 
world  of  high  finance  begins  with  a 
bit  of  cynicism:  "  'Wall  Street,'  reads  the 
sinister  old  gag,  is  a  street  with  a  riv- 
er at  one  end  and  a  graveyard  at  the 
other.'  This  is  striking  but  incomplete. 
It  omits  the  kindergarten  in  the  mid- 
dle...." A  novices'  guide  to  the  Sti'eet 
first  published  in  1940,  Where  Are  the 
Customer}^'  Yachts?  is  now  being 
brought  before  a 
new  generation  of 
investment  tyros 
thanks  to  John 
Wiley  &  Sons,  the 
publisher  that  last 
year  revived 
another  account  of 
bygone  years, 
Edwin  Lefevre's 
Reminiscences  of 
a  Stock  Operator. 
The  "kindergarten"  that  Schwed  refei-s 
to  is  actually  more  of  a  dartboard — with 
the  investor  a.s  the  target.  Throwing  the 
darts,  and  gerting  a  lashing  from  Schwed 
and  famed  Ncic  Yorker  cartoonist  Peter 
Amo,  ai-e  an  ajssortment  of  suspects  that 
have  stood  the  test  of  time — speculators, 
bankere,  economists,  fund  managers,  and 
financial  seers.  Still,  the  book  at  times 


W  here  Are  the 

Customers' 
Yachts? 

A  OOOD  HARD  LOOK 
AT  WALL  STREET 

FRED  SCHWED,  )R 


seems  antique:  Of  the  archetypical  bank- 
er, Schwed  obsen'es:  "He  says  'yes'  only 
a  few  times  a  year-.  His  lule  is  that  he 
resei-ves  his  yesses  for  organizations  so 
wealthy  that  if  he  said  'no,'  some  othei' 
banker  would  quickly  say  'yes.' "  My, 
how  times  have  changed. 

A  few  words  of  caution  are  in  order: 
The  author's  style  is  old-fashioned,  and 
the  portrait  of  Wall  Street's  mores 
wouldn't  pass  a  1990s  political-coiTect- 
ness  exam.  The  Street  back  then  was 
even  more  a  white  man's  world  than  it 
is  today,  vvith  women  relegated  to  the 
secretarial  pool. 

BY  GARY  WEISS 


THE  SAND  DOLLAR  AND  THE  SLIDE  RULE 
Drawing  Blueprints  from  Nature 

By  Delta  Willis 

Addison-Wesley  •  234pp  •  $23 

NATURE  AS  MUSE 

Engineers  have  sought  inspiration 
from  nature  for  centuries,  but  nev- 
er more  so  than  today.  Each  week 
brings  fresh  news  of  projects  to  use 
DNA  as  a  computer  or  to  build  airplane 
wings  with  microflaps  that  function  like 
feathers  on  birds'  wings.  The  timing  is 
right  for  Tlie  Sand  Dollar  and  the  Slide 
Rule  by  journalist  Delta  Willis,  which 
probes  how  the  foi-ms  of  plants  and  ani- 
mals are  uniquely  suited  to  environ- 
mental challenges,  from  kelp  that  with- 
stands crashing  waves  to  the  skeleton 
of  the  frigate  bird,  which  has  a  seven- 


Sand  Dollar 


Delta  Willi 


foot  wingspan  yet  weighs  only  fo 
ounces.  And  it  shows  how  these  ha 
influenced  engineers  and  designe 
ranging  from  Leonardo  da  Vinci  to  Pi 
MacCready,  inventor  of  the  Gossam 
Condor  ultralight  aircraft  and  Genei 
Motors  Corp.'s  Impact  electric  vehic 

Willis'  book  has  enough  examples  i 
a  thousand  cock- 
tail-party asides. 
Did  you  know,  for 
instance,  that  the 
Romans  were  able 
to  fling  90-pound 
r'ocks  a  quarter- 
mile  by  using  hu- 
man tendons  for 
springs?  Or  that 
the  Eiffel  Tower's 
spreading  base 
was  inspir-ed  by  the  oak  tree? 

Willis  introduces  dozens  of  scientif 
who  try  to  extract  the  engineering  i 
crets  of  Mother-  Nature.  The  one  w 
comes  thr'ough  most  clearly  and  syi 
pathetically  is  D'Ar-cy  Thompson,  t 
Scottish  biologist  whose  1917  classic  ( 
Growth  and  Form  disputed  Dar-winis 
by  ar-guing  that  physical  for-ces,  such 
wind  and  gr-avity,  not  natur-al  selectic 
deter-mined  the  shapes  of  living  thin^ 

Sand  Dollar  has  some  flaws:  It  h 
too  few  illustr-ations  and  photogr-apl 
And  Willis  has  a  jumpy,  kinetic  waiti) 
style  that  is  long  on  anecdote  and  she 
on  methodical  explanation.  Nonethele: 
Sand  Dollar  is  a  good  read  for  enj 
neers,  naturalists,  and  wannabes 

BY  PETER  CI 
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Tkese  two  kave  Leen  spotted 
everywkere  from  Monte  Carlo 
to  Vegas,  and  tkey  never  fail 
to  command  attention.  Lark's® 
^     E-Z  Wkeeler®  Packing  Case 
I     and  Overkead  Carry-On  are 
^     tke  perfect  companions  for 
stylisk  travel.  Tkeir  timeless 
design  takes  no  faskion  risks. 
And  tkeir  sleek  elegance 
refl  ects  on  your  good  fortune. 
Wken  you're  rolling  witk  tkis 
pair,  you'll  always  end  up  a 
winner.  For  more  information 
and  your  nearest  Lark  Dealer, 

call  1-800-421 -LARK. 


Reserved.  For  Tliose 
V-  Wlio  1  favc  T  ;ame  cl  Tlicir  St  ripe^ 


? 


©1995  Urk  Luggage  Co. 


If  yoi^^eeling  fit,  y^^^  li^  good  company 
with  Swissair.  In  fact,  with  one  of  the  young^ 
fleets  in  the  industry,  we  couldn't  be  in  bettei 
shape.  Time  is  everything.  swissair^J^ 

Swissair  is  a  partner  in  the  Delta,  USAir  and  Air  Canada  frequent  flyer  programs. 
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tETROSPECT 

;  TRAGEDY  AND  LESSONS  OF  VIETNAM 

(obert  S.  McNamara  with  Brian  VanDeMark 
;s.414pp.  $27.50 


IcNAMARA  SPEAKS- 
UT  STILL  DOESN'T  SEE 


"^irst,  cards  on  the  table:  There  was 
\  a  time  when  I  hated  Robert 
McNamara.  In  1966-67,  when  he 
;  nearing  the  end  of  his  tenure  as 
ense  Secretary,  I  was  a  student  at 
umbia  University.  I  bitterly  opposed 
Vietnam  War,  and  he  was  so  identi- 
with  it  that  many  people  called  it 
.'Namara's  war" 

\venty  years  later,  while  research- 
a  book  on  Vietnam,  I  found  that 
ings  about  McNamara  still  ran  hot.  I 
ecially  recall  one  vet  who  had  lost  an 
1  to  "fiiendly"  hehcopter  fii-e.  Duiing 
interview,  he  suddenly  broke  out: 
iU  know  who  I  really  can't  forgive? 
)  McNamara.  Where  does  he  get  off 
ning  that  war  and  then  quitting  and 
er  saying  another  word  about  it?  I 
m,  who  gave  him  the  right  to  re- 
n  silent?" 

Veil,  now  McNamara  has  spoken.  His 
noir  hi  Retrospect  breaks  the  public 
nee  he  has  maintained  concerning 
tnam  for  some  27  years,  ever  since 
left  the  Pentagon  on  Feb.  29,  1968, 
;ake  over  the  World  Bank.  The  book 
m  insider's  account  of  what  he  sees 
Dne  of  the  catastrophes  of  American 
;ory — and  while  it  is  disappointing,  it 
Jso  fascinating. 

vIcNamai'a  is  a  figure  of  such  stature 
t  the  tale  of  his  involvement  with 
tnam  approaches  tragedy.  President 
Ford  Motor  Co.  at  age  44,  he  was 
led  as  a  manager,  a  genius  of  sys- 
is  analysis  and  quantification.  He  was 
uably  the  veiy  brightest  of  "the  best 
1  the  brightest"  whom  Kennedy 
lught  to  Washington.  He  presided 
!r  U.  S.  escalation  in  Vietnam,  yet 
ivly  became  convinced  the  war  could 
■  be  won,  making  it  impossible  for 
1  to  remain  in  Johnson's  Cabinet. 
Jnfortimately,  McNamai'a  plays  down 
personal  drama  of  this  story,  so  his 
ik  has  the  personality  he  projected  as 
fense  Secretary:  cool,  stiff,  and  tech- 


nocratic. His  long  silence,  he  says, 
stemmed  from  fear  that  anything  he 
said  "might  appear  self-serving,  defen- 
sive, or  vindictive."  So  why  does  he 
speak  now?  The  main  reason  "is  that  I 
have  grown  sick  at  heart  witnessing  the 
cynicism  and  even  contempt  with  which 
so  many  people  view  our  political  insti- 
tutions and  leaders."  He  rightly  ti'aces 
some  of  that  contempt  to  Vietnam,  and 
hopes  to  combat  it  by  showing  that  he 
and  other  officials  did  the  wrong 
things — but  for  the  I'ight 
reasons. 

It  is  hai'd  to  credit 
these  selfless  motives;  In 
Retrospect  seems  written 
at  least  in  part  to  answer 
Deboi-ah  Shapley's  unflat- 
tering 1993  biography, 
Promise  and  Power.  But 
for  a  memoir  by  a  high 
government  official,  it  is 
remarkably  self-critical. 
Tt-acing  the  slide  down  the 
"shppeiy  slope,"  McNama- 
ra admits  he  too  readily 
swallowed  assertions  that  >"■>■"■"«»'>"•' 
given  enough  troops,  the  U.  S.  military 
could  crush  the  communists.  "I  had 
spent  20  years  as  a  manager  identifying 
pr'oblems  and  forcing  or-ganizations — 
often  against  their  will — to  think  deeply 
and  realistically  about  alternative  cours- 
es of  action  I  doubt  I  will  ever  fully 

understand  why  I  did  not  do  so  here." 

Not  surprisingly,  McNamara  views 
Vietnam  in  no  small  part  as  a  manage- 
ment problem.  One  point  he  makes  is 
that,  faced  with  a  plethor-a  of  crises — the 
civil  rights  upheavals,  the  Six-Day 
War* — he  and  the  other-  policy  players 
simply  didn't  have  enough  time  to  ftilly 
thrash  out  fundamental  questions  about 
the  war-.  Other  "lessons"  he  cites — that 
cold  warriors  were  blinded  by  their 
ideology  and  by  the  domino  theory,  that 
policymakers  grossly  misjudged  the 
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Vietnamese,  and  that  they  should  have 
reversed  course  when  the  Saigon 
regime's  fecklessness  became  obvious — 
are  hardly  fresh,  having  already  been 
drawn  by  a  generation  of  scholar-s. 

Still,  it  is  good  to  have  McNamara 
himself  weigh  in  at  last  on  this  side  of  a 
still-raging  debate  over  the  meaning  of 
the  war.  He  demolishes  the  notion  that 
the  great  mistake  lay  in  not  "letting 
our  boys  win,"  and  refutes  the  notion, 
maintained  by  other  geopohtical  Big 
Thinkers,  that  by  taking  a  stand  in 
Vietnam,  Washington  stopped  commu- 
nism from  spreading  throughout  South- 
east Asia. 

McNamar-a,  however,  still  displays  one 
blind  spot  typical  of  most  Americans 
writing  about  the  war:  The  Vietnamese 
ar-e  virtually  absent.  For  example,  he 
talks  of  South  Vietnam  being  invaded 
by  North  Vietnam  as  though  the  two 
had  forever  been  separate  countries, 
when  in  fact  they  had  been  divided  only 
since  1954.  And  in  the 
coda  to  his  book,  he 
writes:  "By  the  time  the 
United  States  finally  left 
South  Vietnam  in  1973,  we 
had  lost  over  58,000  men 
and  women;  our  economy 
had  been  damaged  by 
years  of  heavy  and  im- 
properly financed  war 
spending;  and  the  political 
unity  of  our  society  had 
been  shattered,  not  to  be 
restored  for  decades.  Were 
such  high  costs  justified?" 
The  paragraph  is 
br'eathtaking  in  its  Amer*i-centrism. 
Vietnam,  a  small  country,  lost  an  esti- 
mated 3  million  dead  in  the  war,  50 
times  the  U.  S.  losses,  and  its  society 
was  "shattered"  to  a  degr-ee  that  makes 
America's  dislocations  look  puny.  To 
omit  such  facts  from  any  tally  of  the 
"costs"  bespeaks  an  indifference  closely 
I'elated  to  the  way  the  war  was  prose- 
cuted. The  centr-al  reason  for  the  Viet- 
nam disaster  was  America's  ignorance 
of  the  politics  and  culture  of  an  Asian 
peasant  society,  and  that  ignorance 
stemmed  largely  from  not  giving  a 
damn.  But  Robert  McNamar-a  still 
doesn't  seem  to  get  it. 

BY  HARRY  MAURER 
Deputy  Copy  Chief  Maurer  is  the 
author  of  Strange  Ground:  Americans 
in  Vietnam,  1945-75. 


'HE  VIETNAMESE  ARE  LARGELY  ABSENT— TYPICAL 
OF  MOST  AMERICAN  WRITING  ON  THE  WAR 
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RAYTHEON  IS  A  WORLD  LEADER  IN  AIR  TRAFFIC  CONTROL.  From  Notwy  to  Hong  Kong,  C 
to  Gernnany,  Raytheon  air  traffic  control  systenns  help  travelers  safely  reach  their  destinations.  With  more 
40  years  of  ATC  experience,  we  offer  today's  most  sophisticated  and  cost-competitive  ATC  systems,  inch 


inal  Doppler  Weather  Radar,  surface  detection  equipment,  AutoTrac  automation,  and  solid-state 

iry  and  secondary  radars.  Experience,  technology,  and  total  commitment.  Raytheon.  Commercial  and 

ise  electronics,  engineering  and  construction,  aircraft,  and  appliances.  Raytheon 

Expect  great  things 


Books 


THE  BUSINESS  WEEK  BEST-SELLER  LIST 


The  enduring  power  of  a  good 
yarn — and  of  the  Internal  Revenue 
Service — make  an  impact  on  this 
month's  business  week  Best-Seller 
List. 

The  New  Rules  uses  the  life  stories  of 
1974  Hai^vai'd  University  B-school  gi'ads 
to  prove  that  small  business  is  where 
the  action  is,  while  The  Wealthy  Barber, 
in  print  since  1991,  imparts  financial- 
planning  advice  in  the  foim  of  a  fable. 


These  titles  join  ongoing  best-sellers 
The  Beardstoim  Ladies'  Common-Sense 
Investment  Ouide,  Zapp!,  and  The  Goal', 
all  of  which  employ  storytelling  to  make 
their  diverse  points. 

Meanwhile,  the  ides  of  April  weighed 
heavily  on  the  minds  of  paperback  book 
buyers,  as  witnessed  by  three  titles,  in- 
cluding newcomer  What  the  iRS  Doesn't 
Want  You  To  Know.  It's  too  late  for 
this  year,  but  these  books  offer  basic 


advice  on  how  to  wrestle  the  taxm 
Rather  not  wrestle?  Then  maybe 
long-running  negotiations  how-to,  ( 
ting  to  Yes,  is  for  you. 

And  who  says  business  has  no  sc 
Not  David  Whyte,  the  poet  whose  1 
book.  The  Heart  Aroused,  promise 
means  of  transfoiTning  work  into  spir 
al  noiuishment.  And  Laiuie  Beth  Jon 
Jesus  CEO  offers  inspiration  fron 
gTeat  "turnaround  specialist." 


HARDCOVER 


1  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

2  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $19.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

3  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life. 

4  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $24.95)  A  useful  analysis  of  how  Buffett  does  it. 

5  REENGINEERING  MANAGEMENT  by  James  Champy 
(HarperBusiness  •  $25)  "Reengineering  the  Corporation" 
co-author  re-evaluates. 

6  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  1.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-t\/lart,  Procter  & 
Gamble,  and  others  became  standouts. 

7  COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K. 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
growth,  anticipate  the  future — and  how  to  dominate  It. 

8  THE  MONEY  DIET  by  Ginger  Applegarth  (Viking  •  $21.95) 
Advice  on  reaching  your  financial  "goal  weight.  " 

9  THE  NEW  RULES  by  John  P.  Kotter  (Free  Press  •  $25) 
From  disaffected  Harvard  MBAs,  lessons  for  thriving  in  the 
global  economy 

10  JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $16.95) 
Applying  the  teachings  of  the  New  Testament  to  business 
problems. 

11  THE  WEALTHY  BARBER  by  David  Chilton  (Prima  •  $18.95) 
Don't  get  clipped,  says  the  barber — invest  10%  of  your  pay, 
then  cut  down  on  debt. 

12  INVESTMENT  BIKER  by  Jim  Rogers  (Random  House  •  $25) 
Cycle-riding  money  manager  circles  the  globe,  investigating 
emerging  markets. 

13  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

14  EMPIRES  OF  THE  MIND  by  Denis  Waitley  (Morrow  •  $23) 
Thriving  in  a  changing  workplace  through  "self-leadership. " 

15  THE  HEART  AROUSED  by  David  Whyte  (Currency  •  $22.50) 
Overcoming  fears  to  find  greater  on-the-job  creativity 


PAPERBACK 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Hanging  tough. 

2  THE  ERNST  &  YOUNG  TAX  GUIDE  1995  edited  by  Peter 
Bernstein  (Wiley  •  $14.95)  Your  check  is  in  the  mail. 

3  REENGINEERING  THE  CORPORATION  by  Michael  Hammf 
and  James  Champy  (HarperBusiness  •  $13)  Using  inform, 
tion  technology  to  redesign  business  processes. 

4  THE  1995  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

5  ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  • 
$10)  Fable  relates  the  travails — and  triumphs — of  the  fic- 
tional Normal  Co. 

6  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  From  "a  sincere  word  of  thanks"  to 
putting  their  names  in  lights. 

7  J.K.  LASSER'S  YOUR  INCOME  TAX  1995  by  the  J.K.  Lass 
Institute  (Macmillan  •  $14)  Home-office  deductions,  etc. 

8  THE  PURSUIT  OF  WOW!  by  Tom  Peters  (Vintage  •  $14) 
Irreverent  tips  on  keeping  products,  organizations — and  pe 
pie — from  going  stale. 

9  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 

guide  to  conflict  resolution. 

10  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDir 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

11  THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  • 
$18.50)  Creating  the  "learning  organization." 

12  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Light-hearted  primer. 

13  THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.  1 
purpose:  making  money. 

14  KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  job 
seeker's  handbook. 

15  WHAT  THE  IRS  DOESN'T  WANT  YOU  TO  KNOW  by  Martin 
Kaplan,  CPA,  and  Naomi  Weiss  (Villard  •  $12.95)  A  New 
York  accountant  says  Big  Brother  can  be  bested — if  you 
know  his  vulnerable  spots. 


Reporting  stores:  Barnes  &  Noble  Inc.  (including  Barnes  &  Noble,  Bookstop,  Book- 
star,  B.  Dalton,  Doubleday,  and  Scribner's);  Baxter's  (Minneapolis);  Benjamin  Books 
World  Trade  Center  (New  York);  Borders  (32  states);  Business  Savvy  Inc.  (Chicago); 
Classic  Bookshop  (New  York);  Harvard  Coop  (Cambridge,  Mass.);  Library  Ltd.  (St. 
Louis);  McGraw-Hill  Bookstore  (New  York);  Oxford  Book  Stores  (Atlanta);  Powell's  (Port- 
land, Ore.);  Reiter's  (Washington);  Rizzoli  World  Financial  Center  (New  York);  San 


Diego  Technical  Books;  Schwartz  Business  Books  (Milwaukee);  Sidney  Kramer  (W 
ington);  Stacey's  Bookstores  (San  Francisco);  Stanford  University  Bookstore  (Stanf 
Calif.);  Tattered  Cover  (Denver);  Taylors  Ltd.  (Dallas-Ft.  Worth);  Waterstone's  (Bos 
Chicago);  Wordsworth  (Cambridge,  Mass.);  University  Book  Store  (Seattle).  Re 
sented  are  approximately  1,090  retail  outlets.  Rankings  based  on  a  weighted  ar 
SIS  of  unit  sales  in  March. 


Why  Worry 
About  Your  Company's 
Datastorage? 

It  Only  Impacts 
OtherTrivial  Issues. 

like  Sales. 


Granted,  data  storage  is  probably  not  top-oi-mind  w  hen 
you  go  to  bed  at  night.  But  it  should  be.  Especially  since  the 
type  of  storage  you  use  dramatically  affects  how  fast  your 
people  get  the  information  they  need  to  be  competitive. 

With  EMC  storage,  your  sales  people  get 
the  information  they  need  faster  than  witli 
any  other  storage  system,  helping  them 
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Jyusi  l:miigli  Infnrmation 
'    Aboiit  IJaia  Slomgc 
Id  Make  You  Dangemiis. 


move  on  leads  faster,  close  deals 
faster,  renew  orders  taster,  serve 
accounts  faster  and  basically 
eat  the  competition's  lunch  faster,  siomge  hah  :  Siomgc 
Call  1-800-424-EMC2  ext.156.  Find  out 
how  EMC  data  storage  impacts  other  unim- 
portant matters.  Like  customer  service. 


Call  us  for  a  free  hroclmrc  on  how  votir  companv  can  gel  more  out  ofsuirage. 

REVENUE  IS  INCREASED  BY  A  FACTOR  OF  EMC 


THE  STORAGE  .ARCHITECTS 


EMC,  lite  EMC  logo  and  THE  STURAGE ARCHITECTS  are  tradcinarki  oj EMC  Corporauon.  '^  1995  EMC  Corporalion.  Alt  nghn  reserved.  Oiiisule  oJ  Worih  America  eatt  l508, 4Si-IOOO  cxl.8193. 


Our  Newest  Servers  Are  Designed  To  Gi 


Solid  Support.  As  you'd  expect  from  the  world 
leader  in  networked  servers,  we've  engineered  our  newest 
models  to  reliably  serve  in  a  NetWare  environment. 


Early  Warning  System.  Compaq  Insight  Manager 
monitors  hundreds  of  server  components  and  warns 
you  when  problems  are  merely  a  possibility. 


Flexible  Configuration.  SmanStart  revolutionizes  the  setup  process, 

automatically  conjiguring  and  optimizing  NetWare  on  your  server. 


Fewer  Aches  And  Pains.  Compaq  servers  are 

backed  by  our  three-year  on-site  warranty'  andjree  access  to  our 
24-hour  help  line  (with  additional  plans  available). 


MOVE^  INVOKMAJION  Fast.  Compaq'sTriFlex/PCl  architecture 
builds  upon  the  new  PCI  standard, Jor  even  higher  perjormance. 

Prevents  Unnecessary  Strains.  Our  Pre-Failure 

Warranty"  replaces  major  parts  at  no  cost  —  before  they 
can  interrupt  a  group's  critical  work. 


People  are  born  with  one.  Businesses  have  to  build  them  from  scratch.  To  help  you  assemble  t\ 

  most  reliable  information  backbone,  Compaq  announces  a  new  generation  of  servers.  They'i 

all  designed  to  faithfully  serve  the  demands  of  workgroups  and  departments  —  trom  the  expandable  ProSignia  line  to  tl: 
business-critical  ProLiant  family  (with  up  to  four  Pentium  processors).  And  they're  all  engineered  to  do  what  evei 


©1995  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  ProSignia  and  Triplex  are  trademarks  and  ProLiant,  SmartStart  a 
Certain  restrictions  and  exclusions  apply.  Monitors,  battery  packs  and  certain  options  are  covered  by  a  one  year  warranty.  For  details,  call  the  Compaq  Customer  Support  Center  at  1-800 


)UR  Company  The  Thing  It  Needs  Most. 


)fitable  business  demands:  keep  running.  Compaq's  CD-based  SmartStart  ensures  a  smooth,  integrated  installation,  and 
r  Insight  Manager  constantly  monitors  for  potential  problems  —  which,  if  encountered,  are  covered  by  the  Compaq 
e-Failure  Warranty.  For  more  information,  call  1-800-853-9518  or  visit  our  Web  site  at  ^m^^m./mm^M 
/vw. Compaq. com.  We  can  help  you  get  the  performance  you  need.  As  well  as  the  support.       mm\Jm  vvTSTIC^ 


registered  trademarks  of  Compaq  Computer  Corporation.  NetWare  is  a  registered  trademark  of  Novell,  Itu  .  Pentium  is  a  registered  trademark  of  Intel  Corporation,  'Limited  warranty, 
only  to  disk  drives  running  under  Compaq  IDA,  IDA-2  or  SMART  SCSI  Array  controllers  and  models  with  advanced  ECC  memory. 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


THE  BEST  REASON 

TO  GET  PEOPLE  OFF  THE  DOLE 


INITIATIVE: 

Free  markets 
foster  thrift, 
self-reliance, 
and  other 
virtues,  while 
programs  such 
as  welfare 
promote  the 
wrong  values 


Gary  S,  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Economic  systems  that  rely  on  private 
behavior  and  competitive  markets  are 
more  efficient  than  those  with  exten- 
sive government  control.  However,  the  ef- 
fects of  a  free-market  system  on  self-reli- 
ance, initiative,  and  other  virtues  may  be  of 
even  greater  importance  in  the  long  run. 

That's  why  economists  and  many  other 
defenders  of  a  free-market  system  in  the 
19th  century  often  emphasized  the  system's 
effect  on  values  rather  than  on  efficiency. 
Alexis  de  Tocqueville,  after  a  long  visit  to 
the  U.  S.,  observed  in  his  remarkable  study 
Democracy  in  America  that  "the  principle  of 
self-intei'est . . .  disciplines  a  number  of  per- 
sons in  habits  of  regularity,  temperance,  mod- 
eration, foresight,  self-command;  and  if  it 
does  not  lead  men  straight  to  virtue  by  the 
will,  it  gi-adually  draws  them  in  that  direc- 
tion by  their  habits." 

These  insights  on  the  relationship  between 
self-reliance  and  good  habits  should  help 
guide  the  reform  of  public  programs  that 
corrupt  the  values  of  their  participants.  The 
welfare  system  is  a  good  example,  because 
leaders  of  both  political  parties  agree  it  is 
not  working  well  and  needs  to  be  changed. 
Although  many  families  on  welfare  get  off 
the  rolls  within  a  year,  about  40%  continue  to 
receive  benefits  for  longer  than  two  years, 
becoming  more  and  more  dependent  on  gov- 
ernment support. 

People  generally  become  thriftier  and 
more  self-reliant  and  develop  other  good 
habits  when  they  are  forced  to  make  deci- 
sions and  provide  for  themselves.  But  they 
lose  the  habits  necessary  to  function  well 
on  their  own — habits  as  simple  as  getting 
to  work  on  time — when  the  government  con- 
tinues to  support  them.  The  importance  of 
habits  is  revealed  by  the  difficulties  older 
workers  in  the  formerly  communist  nations 
have  encountered  in  adjusting  to  the  differ- 
ent behavior  needed  to  function  in  a  free- 
market  system. 

TOO  MUCH  TIME?  Many  families  appear  to 
recognize  the  harmful  consequences  of  be- 
coming part  of  the  welfare  system:  Several 
studies  show  that  one  of  every  four  families 
eligible  for  welfare  doesn't  pailicipate  in  the 
system.  I  believe  the  recently  passed  House 
welfare  bill  should  have  more  sharply  limited 
the  length  of  time  families  can  collect  bene- 
fits. The  present  bill  allows  a  family  to  be  on 
the  rolls  for  up  to  five  years.  Fortunately, 


many  states  will  use  the  block  grants  t 
bill  provides  to  impose  lower  time  limits 

President  Clinton  has  threatened  to  V' 
the  House  bill  because  it  will  follow  the 
ample  set  by  a  few  states  of  denying  ad 
tional  cash  benefits  to  mothers  already 
ceiving  welfare  when  they  have  childi 
born  out  of  wedlock.  The  President  and  o 
er  critics  claim  that  such  provisions  pun 
children  in  poor  and  broken  families  for  th 
parents'  mistakes  since  the  parents  wo 
not  have  enough  resources  without  gove 
ment  assistance  to  provide  adequately 
their  children. 
CORRUPTION.  The  effect  of  welfare  refo 
on  children  should  have  the  highest  prior 
but  these  critics  fail  to  appreciate  how  1 
present  system  corrupts  the  values  tra; 
mitted  to  children.  Changing  the  system 
increase  the  responsibility  and  initiative 
poor  parents  will  help  their  children — ever 
the  parents  receive  much  less  financial  si 
poit  from  the  government.  Children  use  th 
parents  as  role  models  and  absorb  their  p 
ents'  values.  The  values  acquired  by  cl 
dren  have  a  much  larger  effect  on  their  e 
ployment,  education,  and  other  achievemei 
as  adults  than  the  amount  of  money  th 
parents  have. 

Although  I  have  used  welfare  to  illustr; 
the  harmful  effects  of  government  progra 
on  the  values  of  participants,  programs  tl 
do  not  cater  to  the  poor  often  also  sap  t 
sense  of  responsibility  and  other  good  vali 
of  participants.  Examples  include  affirn 
tive-action  initiatives  that  help  individu 
get  ahead  not  through  their  own  accompli; 
ments  but  because  they  belong  to  favor 
groups,  aid  to  small  and  large  busines 
that  subsidizes  their'  profits  and  insm-es  thi 
against  losses,  and  regulations  that  prot< 
companies  against  competition.  Social  Seci 
ity  is  another  example,  because  it  encour; 
es  many  families  to  count  on  the  govei 
ment  to  pi'ovide  their  retirement  incoi 
rather  than  saving  for  their  old  age  wh 
they  are  wor'king — hence  discouraging  p 
vate  savings,  some  studies  show. 

Voter  pressure  is  forcing  state  legislatui 
as  well  as  Congi'ess  to  require  evidence  tl 
the  benefits  of  government  programs  and  r 
ulations  tend  to  exceed  their  costs.  Those  c 
culations  must  take  into  account  their  effe- 
on  initiative,  responsibility,  and  other'  essent 
values  of  a  good  society. 


With  the  SAS"  System,  we  can  integrate 
large  amounts  of  data  and  build  a  picture  of 
how  our  fields  are  performing. 


At  Chevron  U.S.A.  Production 
Company,  the  quest  is  to  be  better  than 
the  best.  Out  in  the  field,  engineers  join 
forces  with  earth  scientists,  operations 
staff,  and  support  personnel  to  produce 
millions  of  ban'els  of  oil  reserves. ..find 
and  develop  new  sources  of  energy... 
and  maintain  cjuality  and  low  cost  at 
every  stage  of  the  oil  and  gas  production 
process. 


Why 
Chevron  U.S.  A. 

Production 
Company  Rehes 
on  the 
SAS  System 

^  Chevron 


Tlie  Means  to  Make  Better  Decisions 

Providing  the  means  to  deliver  accurate  and  timely 
infonnation  to  improve  work  processes  and  make  better 
business  decisions  is  the  job  of  George  Alameda,  Chevi'on 
U.S.A.  Production  Company's  Manager  of  Information 
Technology. 

The  company  is  using  the  SAS  System  to  help  with 
enteiprise-wide  information  deliveiy.  "Our  mission  is  to 
make  financial,  operational,  and  lesewoir  data  available 
in  an  easy-to-use  format  to  all  the  asset  teams  at  work  in 
CUSA  Production  Co.,"  says  Alameda.  "We've  found  the 
SAS  System  is  a  superior  solution  for  analyzing  data, 
turning  data  into  useful  metrics,  and  guiding  our  cross- 
functional  teams  toward  improved  work  processes." 

One  team,  in  CUSA  Production  s  Western  Business 
Unit,  is  tracking  the  profitability  of  individual  wells.  "h*s 
a  tremendously  difficult  task  to  optimize  our  field 
operations  for  maximum  profitability,"  says  Alameda. 


"With  the  SAS  System,  we  can  integi'ate 
laige  amoimts  of  data  and  buikl  a  pidure 
to  compare  one  field  against  another  and 
challenge  our  asset  teams  to  identify  and 
share  best  operating  practices." 

Reaching  for  the  Best 

Alameda  looks  fonvai'd  to  extemling 
the  use  of  the  metrics  and  peifomiance 
monitoring  data  to  employees  tiying  to 
'    improve  their  work  processes.  He  admits 
his  vision  is  far  reaching,  but  so  is  the  SAS  System.  "Our 
challenge  is  to  be  better  than  the  best,"  he  concludes, 
"and  the  SAS  System  is  helping  us  reach  that  goal." 

To  receive  a  SAS  System  Executive  Siuiuiiary, 
give  VIS  a  call  or  visit  us  on  the  World  Wide  Web 
at  http://www.sas.com 


SAS  Iilslltutr  Inc. 
Phone  919-677-8200 
Fax  919-677-4444 
Email:  hwCS'rsas.sas.fom 


I 


SAS  is  a  registered  trademark  of  SAS  institute 
Copyright  ©  1995  by  SAS  Institute  \nv. 
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It's  good 
for  your  world. 


Call  l-800-9(-)2-270«  for  Detail, 

All  registered  trademarks  belong  to  their  respective  holders, 

CANON  INC.  30-2,  Shimomaruko  3-chome,  Ohta-ku,  Tokyo  146,  Japan   ©1995  Canon  Inc 


The  Canon  Cartridge.  In  laser  beam  printers,  personal  copiers  and  plain 
paper  fax  machines,  it's  the  heart  of  the  desktop  publishing  revolution  that's 
transformed  homes  and  offices  around  the  globe. 

The  key  components  of  the  imaging  mechanism  are  combined  with  the 
toner  in  an  all-in-one  cartridge  so  simple  to  replace  that  anyone  can  do  it. 
Replacing  the  cartridge  ensures  the  highest  output  quality  It  also  makes  your 
equipment  virtually  maintenance  free.  It's  clean  as  well  as  simple,  too;  so 

Please  return  your  Zizzi 
spent  Canon  cartridges. 

For  output  quality  and  operating  convenience,  no  other  system 
comes  close.  And  here's  the  point  we'd  like  to  emphasize  —  when  the 
cartridge  is  returned  to  Canon,  the  environment  is  benefited  because  landfill 
waste  is  reduced. 

When  returned  to  Canon,  cartridges  are  carefully  disassembled. 
Reusable  parts  are  painstakingly  screened  and  cleaned.  Over  95  %  by  weight 
of  collected  cartridges'  parts  and  materials  are  used  in  making  cartridges 


or  other  products.  The  result:  It's  good  for  you. 
It's  also  good  for  the  earth.  Return  your  Canon 
cartridges  when  they  are  of  no  further  use.  Please. 

As  part  of  our  Clean  Earth  Campaign  in  the  United  States,  Canon  makes  donations  to 
charitable  organizations  dedicated  to  environmental  issues.  Used  cartridges  are  returned 
under  the  Clean  Earth  Campaign  via  the  United  Parcel  Service  (UPS)  or  Mail  Boxes  Etc. 
Shipping  costs  are  paid  by  Canon,  so  there's  no  charge  to  our  customers.  Easy  shipping 
instructions  can  be  found  in  the  cartridge  box. 


For  your  home  or  office,  choose  any  of  the  wide  range  of  products  that  use  Canon  cartridges. 


Laser  Beam  Printer  LBP-1260  Personal  Copier  PC320  Electronic  Filing  System  Canofile  510  Fax  Laser  Class  5000 

Canon 


Economic  Trends 


BY  GENE  KORETZ 

PRICE  PRESSURES 
IN  THE  PIPELINE? 

If  you  look  hard,  you  can  find  them 

Judging  by  the  U.  S.  bond  mai'ket,  in- 
flation seems  to  be  yesterday's  night- 
mai'e.  As  demonstrated  by  March's  sub- 
dued readings  for  the  consumer  and 
producer  price  indexes,  prices  have  re- 
mained remai'kably  restrained  after  four 
full  yeai's  of  expansion.  Continued  price 
moderation,  in  fact,  has  led  some  econo- 
mists to  predict  that  the  Federal  Re- 
sei-ve's  next  move  will  be  to  ease  mone- 
tary policy. 

Charles  Lieberman  of  Chemical  Se- 
cuiities  Inc.  is  unconvinced,  however  He 
points  out  that  the  ppi  for  finished  goods 
has  risen  at  a  2.6%  amiual  rate  so  fai'  in 
1995,  vs.  1.8%  in  the  year  ended  in  De- 
cember (chait).  The  figures  for  the  core 
PPI  (which  excludes  food  and  energy  pric- 
es) are  2.6%-  and  1.6%,  respectively.  And 
producer  prices  of  crude  and  intemriedi- 
ate  goods  over  the  past  12  months  are 
up  16.4%-  and  7.1%. 

Latent  inflationary  pressures  ai-e  also 

IS  INFLATION  BREWING? 


ANNUAL  RATE  OF  INCREASE 
■  ALL  OF  1994- 

3  —  ■  FIRST-QUARTER  1995 


CORE 
PPI" 


CONSUMER 
PRICE  INDEX 


CORE 
CP!" 


LPERCENT 


*12  MONTHS  ENDING  IN  DECEMBER 
"INDEX  LESS  FOOD  AND  ENERGY  PRICES 
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appai'ent  in  consumer  prices  and  in  tabs 
for  imported  goods.  So  far  this  year, 
the  consumei-  ])rice  index  and  the  "core" 
cpi  have  risen  at  3.5%  and  4.1%  annual 
rates,  compared  with  2.6%  and  2.7%-  in 
1994.  And  nonoil  import  prices,  at  last 
count,  were  up  4.4%-  in  the  past  12 
months,  compared  with  1.8%-  prior  to 
that. 

Labor  costs  are  also  stirring.  While 
wages  have  moved  moderately  higher 
over  the  past  year,  Lieberman  notes 
that  unit  labor  costs  have  jumped  fi'om 
a  0.5%  rise  in  the  year  ended  in  March, 
1994,  to  2%  over  the  past  year.  He  ex- 
pects them  to  continue  to  climb  as  pro- 
ductivity gains  slacken  in  line  with  the 
aging  expansion. 


If  the  economy  slows  sharply,  such 
pressures  may  remain  subdued.  But  Lie- 
beiTnan  tliinks  consumption  could  bounce 
back  in  the  months  ahead.  If  that  hap- 
pens, he  warns,  "inflationaiy  pressures 
and  wage  rates  could  suddenly  start  to 
accelerate,  prompting  the  Fed  to  tighten 
money  one  more  time." 


ALASKA'S  LOST 
OPPORTUNITY 

Budget  woes  might  have  vanished 

Lady  luck  has  not  given  many  states 
the  chance  to  virtually  eliminate  the 
tax  burdens  of  their  residents.  But  that, 
as  Stephen  L.  Jackstadt  of  the  Univer- 
sity of  Alaska  and  D  wight  R.  Lee  of  the 
University  of  Georgia  argue  in  the  cur- 
rent issue  of  Society,  is  exactly  the  op- 
portttnity  Alaska  has  thi-own  away. 

In  1967,  the  year  before  oil  was  dis- 
covered at  Pmdhoe  Bay,  real  per  capita 
state  spending  in  Alaska,  adjusted  for 
its  higher  cost  of  living,  was  ah-eady  1.6 
times  the  national  average.  As  oil  reve- 
nues climbed,  however,  the  state  slashed 
tax  rates  for  its  residents  and  accelerat- 
ed spending,  boosting  outlays  twenty- 
fold  from  1981  through  1988.  As  a  result, 
Alaska  has  the  lowest  state  personal  tax 
biu'den  and  highest  per  capita  spending 
in  the  nation. 

Recognizing  that  its  oil  wealth  is  a 
temporary  windfall,  the  state  did  put 
some  money  away  in  a  Pennanent  Fund, 
whose  investments  totaled  $15.6  biUion  at 
the  end  of  1993.  However,  most  of  the 
ftznd's  eaiTungs  after  inflation  are  paid 
out  to  Alaska's  citizens  via  annual  divi- 
dends ($949  per  person  in  1993). 

Meanwhile,  say  Jackstadt  and  Lee, 
much  of  the  oil  take  has  been  wasted 
on  questionable  spending  programs.  As 
examples,  they  Ust  $70  million  in  impaid 
loans  to  would-be  Alaskan  barley  and 
dairy  fanners,  Eiu'opean  field  trips  for 
liigh  school  students,  a  $70  million  per- 
foiTning  arts  centei'  in  Anchorage  that 
loses  over  $1  million  annually,  and  hun- 
cb'eds  of  millions  of  dollars  lost  in  loans 
for  businesses  based  on  renewable  re- 
soiu'ces,  including  a  project  to  develop 
dog-powered  washing  machines. 

The  long-run  economic  reality  for 
Alaska  is  that  its  oil  reserves  are  being 
depleted:  Output  is  expected  to  decline 
50%-  by  2004.  A  University  of  Alaska 
study  says  the  state  is  spending  $1.2  bil- 
lion a  year  more  than  can  be  sLLstained  in 
the  long  nan. 

It  didn't  have  to  be.  Jackstadt  and 
Lee  calculate  that  if  the  state  had  al- 


lowed real  per  capita  spending  to  gr 
at  the  U.  S.  average  rate  over  the  u 
25  years  and  earned  an  average  » 
rate  of  return  of  5.15%  on  its  accLimi 
ed  excess  revenues,  it  would  have  h; 
jackpot  of  $75  billion  at  the  end  of  1 
That's  enough  to  earn  about  $1  bi^ 
more  in  annual  interest  than  the  s 
spent  in  1993. 

Thus,  Alaska  has  lost  a  chance 
perpetual  fiscal  health.  Looking  ah 
the  economists  see  hai'd  times  for  A 
kans  as  oil  revenues  continue  to  chy 


SLIPPERY  SLOPE 
FOR  RUSSIAN  Oil 

Poor  profits  and  falling  product] 


In  the  late  1980s,  Russia  was 
world's  largest  oil  producer  Today, 
No.  3,  and  the  drop  in  output  that 
celerated  after  the  Soviet  Uni 
breakup  continues.  Despite  its  substar 
potential,  says  Adam  Sieminski  of  J 
West  Washington  Analysis,  Russia's 
industry  is  unlikely  to  recover  soon 
The  problem  is  poor  profitability.  W 
oil  exports  provide  hai'd  ciuTency,  th- 
dustiy  is  heavily  taxed,  and  its  dome 
prices  are  still  held  below  the  cost; 
production.  Meanwhile,  efforts  to  exp 
output  and  exports  are  hampered  by 
reaucracy  and  inadequate  investmeni 
Since  1991,  Russian  oil  output  has 
en  by  about  a  third,  ixnd  the  World  B 
estimates  that  the  industiy  would  h 
to  invest  $8  billion  a  year  for  the  r 
six  yeai's  to  get  back  to  1991  output 
els.  In  1993,  it  was  able  to  shell  out  ( 
$2  billion  to  $3  billion. 

The  irony  is  that  Russia  faces 
oversupply  of  oi 


RUSSIA'S  WANIN 
OIL  OUTPUT 


at  home,  even  as 
net  exports  have 
continued  to  de- 
cline. With  its 
economy  on  the 
rocks,  domestic 
consumption  has 
fallen  by  about 
30%-  since  1991. 
To  raise  profits, 
the  industry 
needs  to  increase 
exports,  but  that 
requires  more  in- 
vestment in  infra- 
structure. 

At  best,  says 
Sieminski,  Russia 
is  likely  to  experience  "only  a  grad 
and  moderate  rise  in  oil  production  <' 
exports  through  the  rest  of  the  decac 


A  MILLION  BARRELS  PER  DAY 
DATA  NATWEST  WASHINGTON 
ANALYSIS 


No  other  airline  has 
landed  this  twice. 


quent  Flyer  credit  varies  by  route  and  by  program.  Ciieck  your  mileage  program  for  details,  '£'1995  Qanlas  Airways 


This  is  the  coveted  Cumberbatch  Trophy, 
awarded  for  "Outstanding 
Contributions  to  Air  Safety." 
Qantas  is  the  only  airline  to  win  this  prestigious 
award.  Twice. 

Our  safety  record  is 
the  envy  of  the  industry' 
But  then,  so  are  ail  of  the  other  facets  of  the 
Qantas  experience. 

For  example,  healthy  world-class  meals,  an 
exceptional  wine  list,  in-flight  entertainment  on 
personal,  in-seat  video  screens  in  First  and 
Business  Class,  and  to  add  to  your  comfort, 
the  latest  ergonomically 
designed  seats. 

When  you  fly  Qantas  you  can  also  earn 
mileage  on  your  choice  of  Alaska  Airlines, 
American  Airlines",  British 
Airways,  Canadian  Airlines, 
Continental  Airlines,  USAir  or  our 
own  frequent  flyer  program.' 

With  all  of  this  going  for  us,  it's  no 
wonder  we've  landed  so  many  awards  for  out- 
standing service  too.  Call  your  travel  agent  or 
Qantas  at  1  -800-227-4500. 


THE  AUSTRALIAN  AIRLINE 
30  El 


How  Apple  is 
making  it  easier  to  move 
a  refrigerator  like  this. 


Today's  sales  environment  is  more  compet- 
itive than  ever.  Which  is  why  Whirlpool  armed 
its  field  force  with  the  nltimate  sales  weapon: 
the  Macintosh  PowerBook  computer 

The  reason?  Says  Erv  Barnes,  "After  evalu- 
ating all  the  notebooks  on  the  market,  we  chose 
PowerBook  because  it  w;is  by  far  the  e;isiest  for 
any  salesperson  to  learn.  Instead  of  becoming 
a  doorstop,  the  PowerBook  is  being  adopted  by 
the  field  with  unbelievable  enthusiasm." 

Salespeople  are  able  to  tap  into  Whirlpools 
information  b;ise  at  the  home  office  to  get  com- 
petitive information,  pricing,  inventory  data- 
instantly,  during  a  sales  call.  This  way  they  can 
answer  questions  more  quickly  and  accurately, 
make  better-informed  decisions,  appear  more 
professional  and,  ultimately,  close  more  sales. 
Plus,  with  the  built-in  multimedia  capabilities 
f)f  the  F\)werBook  computer,  salespeople  can 
show  videos  and  animations,  making  a  normal 
sales  presentation  more  persuasive  than  ever 

M\  of  which  can  give  your  salespeople  a 
new  power,  too.  The  power  to  be  more  respon- 
sive, more  productive,  more  effective. The  power 
of  Macintf)sh,  The  power  to  be  your  best: 


"Making  the  sale  means  having 


the  answer.  With  this  computer, 


we  can  get  the  information  our 


customers  need,  right  on  the 


spot.  Malting  the  sale  means 


being  persuasive.  By  delivering 


This  is  Wliirlpool's  interactive  on-screen  sales  presentation. 
Witti  it,  salespeople  can  stiow  video  clips  of  Whirlpool  com- 
mercials and  product  demonstrations -a  more  dramatic 
and  impactful  way  to  sell  competitive  product  advantages. 


Your  salespeople  waiM  to  sell,  without  being  confused  by  com- 
plex technology  With  features  like  Apple  guide-which  takes 
users  step-by-step  through  the  Macintosh-Whirlpoors  people 
mastered  ttie  computer  with  minimal  training.  Yours  can  too. 


presentations  on  the  PowerBook, 


we  can  get  our  point  across  with 


enormous  impact.  Combine  this 


with  the  fact  that  it  works  with 


our  mainframes,  Intel-based  PCs 


and  Windows,  and  we're  talking 


The  [Macintosh  PowerBook  is  compatible  with  Whirlpool's  PCs 
and  mainframes*  From  any  remote  location,  their  salespeople 

can  effortlessly  tap  into  Whirlpool's  vast  store  of  product 
Information -for  immediate  answers  to  customers'  questions. 


To  learn  more  about  how  you  can  arm  yourself- 

and  your  sales  force -with  the  IVIacintosh 
PowerBook,  call  1-800-332-2932  (ask  for  ext.  100), 

to  receive  the  free  Apple  fylobile  Solutions  kit. 


about  a  tool  that's  not  just  giving 


Erv  Barnes  (left), 
Director  of  Information 
Technology,  and 
Ed  Herreiko  (right), 
executive  Vice  President 
of  Group  Sales,  at 
Whirlpool  Corporation, 
ienton  Harbor,  Michigan 


US  a  competitive  edge.  It's  trans- 


forming theway  we  do  business." 


Macintosh  PowerBook. 
The  Mobile  Macintosh. 


Apple* 


-Ed  Herreiko 


'Wbtrlpool  uses  RemoleWure  jrimi  Xcellenel.  Im  ,  for  (icce.is  to  the  IBM  mmufnme. 
'  T  Maatilosh  from  Advaniis  for  IBM  3270  termiml  emulaliim  and  ccMiil  Mobile  from 
Lotus  Uei-ehprrml  Corporation  to  isxbange  e-mail  between  Maantosh  aiui  Windows  mironmenls. 
©J995  Apple  Computer.  Inc.  All  rights  reserved.  Apple,  the  Apple  lom  Macmlosh.  PowerBook 

and  "The  power  lo  be  your  best"  are  registered  trademarks  0}  Apple  Computer  Inc. 
Ail  Apple  products  are  designed  to  be  accessible  to  nidiinduals  with  disability,  lb  learn  more 
(as.  only),  call  800-776-2333  or  TDD  m-833-6223. 


AN  ALTERNATIVE.  TCG  is  the  better  local  phone  conipany-oue  that's  actually  there  when 
you  need  us.  For  over  10  years  we've  been  providing  responsive  solutions  to  major  FORTUNE 
500"'  companies.  And  our  a II -fiber  network,  now  serving  37  major  markets  and  over  200  communities,  is 


If  your  local 
phone  cojvi p a.]sr y  h as 
xhax  twice -ix- or- 
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monitored  24  hours  a  day,  365  days  a  year  That  means  -we  can  identify  and  eliminate  problems  you 
won't  even  see,  giving  you  99.99+%  uptime.  We  give  you  unprecedented  access  to  the  latest  advances  in 
voice,  data  and  image  telecommunii  ations.  And  our  competitive  rates  should  provide  you  with  significant 
sa-vings  over  what  you're  currently  paying.  Call  us  and  tell  us  how  we  can  help.  (Unless  you  actually  enjoy 
dealing  with  your  current  local  phone  company.)  For  more  information,  call  T800-889-4TCG. 
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HIS  SLOWDOWN 

S  CAUSING  SOME  WHIPLASH 


E  S.  ECONOMY 


CONSUMER  DEMAND 
SLOWS  SHARPLY 


QUARTERLY  PERCENT  CHANGE, 
AfflUALRATE 

)ATA:  COIftKRCE  DEPT.,  BUSINESS  WEEK 


The  past  few  weeks  have  seen 
scattered  hints  that  the  econ- 
y  is  cooHng  off.  Now,  the  signs  are  clearer:  This 
wdown  is  for  real. 

Yhen  the  Commerce  Dept.  takes  a  look  back  at 
;t-quarter  economic  gro'wi:!!  on  Apr.  28,  the  numbers 
1  have  a  lot  to  say  about  the  rest  of  1995  as  well, 
at's  because  last  quarter's  real  gross  domestic  prod- 
,  got  most  of  its  strength  from  surging  invento- 
3  and  only  a  smidgen  of  growth  from  demand.  That 
nbination  is  sure  to  curb  growth  in  the  second 
arter  and  perhaps  beyond. 

Here's  what  to  expect:  a 
steep  falloff  in  demand  gi'owth 
last  quarter  led  by  a  sharply 
slower  pace  of  consumer 
spending,  a  decline  in  housing 
construction,  and  a  huge  wid- 
ening of  the  trade  gap.  That 
weakness  swamped  the  con- 
tinued strength  in  business  in- 
vestment in  equipment  and 
buildings. 

On  the  plus  side  for  GDP  is 
luge  buildup  in  nonfarm  inventories.  Like  the  previ- 
3  three  quarters,  inventories  accumulated  at  one  of 
;  fastest  paces  in  the  postwar  era.  Unlike  in  1994, 
)ugh,  the  buildup  last  quarter  appears  to  have  been 
intentional. 

'^dd  up  the  numbers,  and  first-quarter  gdp  growth 
ks  to  have  been  about  2.5%,  half  the  fourth  quartei^'s 
%  rate.  How  much  the  reported  number  varies  from 
it  pace  will  depend  largely  on  Commerce's  assump- 
ns  for  unknown  March  data,  especially  for  inventories 
1  foreign  trade. 

IE  FEDERAL  RESERVE  should  be  especially  pleased 
ih  the  languid  growth  rate  of  demand,  which  should 
ne  in  well  below  2%.  More  important  to  poHcymak- 
5,  the  new  softness  in  consumer  demand  is  not  just 
nporary.  Purchases  of  autos,  home-related  durable 
ods,  and  other  items  sensitive  to  interest  rates  are 
ding  the  pullback  (chart).  And  new-home  construction 
March  dropped  to  the  lowest  level  in  two  years. 
Phis  pattern  suggests  that  the  Federal  Reserve's 
:e  hikes  are  responsible  for  the  indifferent  buying — 
t  delayed  tax  refunds,  the  "O.J.  effect"  (wherein 
ople  would  rather  watch  the  trial  than  shop),  or  any 
ler  transitory  factor.  So  the  central  bank  is  sure  to 
Id  rates  steady  at  its  next  policy  meeting,  on  May  23, 


and  possibly  even  for  the  remainder  of  the  year. 

The  size  of  the  recent  drop-off  in  retail  sales  shows  a 
seismic  shift  in  spending  behavior.  Retailers  eked  out  a 
0.2%  gain  in  March  receipts.  But  that  followed  a  1% 
drop  in  Febrniary,  and  March  buying  was  no  higher 
than  it  was  five  months  ago.  For  the  quarter,  real  retail 
sales  fell  at  an  estimated  annual  rate  of  1.9%,  the  first 
quarterly  dechne  in  three  years. 

The  jury  is  still  out  on  April  buying.  A  late  Easter 
hurt  sales  in  March,  but  it  should  help  them  this  month. 
The  weekly  Johnson  Redbook  Report  showed  that  de- 
partment and  chain-store  sales  for  the  first  two  weeks 
of  Api-il  were  0.3%  above  their  March  average.  Retail- 
ers have  described  sales  in  the  first  two  weeks  of  the 
month  as  "on  or  below  plan."  Car  sales  in  early  April 
look  weak  compared  with  a  year  ago. 

However,  in  the  first  quarter,  at  least,  it's  not  just  do- 
mestic demand  that  is  downshifting.  Export  growth 
also  slowed,  partly  due  to  the  Mexican  meltdoMm.  Ship- 
ments to  Mexico  plunged  in  both  January  and  Febna- 
ary.  March  exports  were  likely  down  as  well. 

Overall  exports  rebounded 
in  Febmary,  as  aircraft  ship-        A  SUDDEN  PILEUP 
ments  recovered  from  a  Janu-  INVENTORIES 
ary  decline.  Exports  of  goods 
and  services  rose  2.4%,  but 
that  followed  January's  4.2% 
drop.  So  far  in  the  quarter,  o.s- 
shipments  abroad  are  slightly 
below  the  fourth-quarter  level. 

The  February  export  gain, 
plus  a  2%  dechne  in  imports,    amonthly  percent  change 
narrowed  the  month's  trade  oat.  commerce  dept. 

deficit  by  $2.9  biUion,  to  $9  biUion.  The  import  drop  is 
another  sign  that  domestic  demand  is  waning. 

The  smaller-than-expected  gap  should  have  bolstered 
the  U.  S.  dollar,  especially  since  the  deficit  with  Japan 
narrowed  for  the  fourth  consecutive  month.  However, 
the  buck  continued  to  get  bashed. 

Even  with  the  February  improvement,  though,  for- 
eign trade  was  a  big  drag  on  first-quarter  GDP  grovrth. 
Depending  upon  Commerce's  assumptions  for  March, 
net  exports  appear  to  have  subtracted  about  1.5  per- 
centage points  from  growth. 

THE  DROP-OFF  in  demand  has  come  so  swiftly  that 
businesses  were  caught  off  guard.  As  a  result,  invento- 
ries piled  up  across  all  sectors  in  the  first  two  months 
of  the  first  quarter  (chart).  Stock  levels  of  manufactur- 
ei-s,  wholesaler's,  and  retailers  rose  0.9%  in  February,  on 
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the  heels  of  an  even  steeper  1.3%  jump  in  January. 
That  was  the  largest  two-month  increase  in  inventories 
in  more  than  a  decade. 

Most  of  last  yeai''s  accumulation  occurred  in  wholesale 
and  retail  trade  in  support  of  strong  consumer  spend- 
ing. Now,  however,  stock  levels  are  starting  to  look 
moi'e  burdensome,  meaning  that  production  and  work- 
time  will  have  to  be  cut. 

Manufacturers  have  already  started  to  respond.  Fac- 
tory inventories  posted  unusually  large  increases  in 
Januaiy  and  Febixiary,  a  sign  that  retail-demand  weak- 
ness is  working  its  way  back  to  the  factoiy  floor.  The 
accumulation  has  been  especially  noticeable  in  factory 
inventories  of  finished  goods  and  work-in-process. 

NOT  SURPRISINGLY,  industrial  production  feU  0.3%  in 
Mai-ch.  As  a  result  of  weather  patterns,  a  lai'ge  drop  in 
utility  output,  following  a  big  gain  in  February,  exag- 
gerated the  March  decHne.  However,  manufacturing 
output  alone  fell  0.1%  for  the  second  consecutive  month, 
something  that  hasn't  happened  in  more  than  three 
yeai's.  Autos,  timcks,  and  housing-related  durable  goods 
led  the  declines.  Even  business-equipment  production 
slowed,  although  the  high-tech  sector  of  equipment  re- 
mains in  high  gear. 

Excessive  inventories  will  slow  production  lines  in  the 
second  quarter  as  well.  Although  factory  output  still 
gi'ew  at  a  solid  6%  for  the  entire  fii'st  quarter,  down 


ITALY 


FED  RATE  HIKES 
HAMMER  H0USIN8 


only  a  bit  fi'om  7.7%  in  the  fourth,  the  recent  declii 
will  result  in  a  sharply  lower  pace  of  second-quar 
output.  And  without  a  pickup  in  demand,  that  out] 
slowdown  will  extend  into  the  third  quarter. 

Output  of  constiniction  supplies  slowed  shaiply 
quarter,  and  it's  little  wonder.  Housing  starts  plun^ 
7.9%  in  March,  to  an  annual  rate  of  1.21  million  (cha 
That  drop  was  the  third  in  a  row,  and  the  single-fai 
ly  sector  has  led  the  decline.  The  three-month  fall  is  1' 
largest  since  the  1981-82  recession. 

With  industrial  output  slow- 
ing, capacity  pressures  and 
supply  bottlenecks  that  usual- 
ly push  up  prices  are  also  eas- 
ing. Operating  rates  fell  in 
March  for  the  second  consecu- 
tive month,  to  84.9%,  the  low- 
est rate  since  November.  Al- 
ready, inflation  pressures  from 
crude  materials  are  easing:  In- 
dustrial commodity  prices  are 
down  from  their  recent  peaks. 

A  handful  of  economists  still  believe  that  the  emei 
ing  slowdown  is  only  temporary.  They  argue  that  I 
cause  of  continued  tightness  in  the  markets  for  both 
bor  and  goods,  building  price  pressures  will  cause  t 
Fed  to  hike  rates  further.  But  the  data  now  on  t 
books — and  yet  to  come — just  don't  support  that  noti( 
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INFLATION  IS  SIMMERING  AGAIN 


After  four  years  of  improve- 
ment, inflation  once  again 
clouds  the  outlook  in  Italy.  A 
gi'owing  economy,  higher  taxes, 
and  a  slumping  currency  have  fu- 
eled worries  that  inflation  in  1995 
will  top  5%  for  the 
fii'st  time  since  1991. 

Clearly,  the  export- 
led  recovery  remains 
in  place.  Although  the 
real  gross  domestic 
product  was  flat  in 
1994's  fourth  quarter 
compared  vdth  the 
third,  for  the  year  the 
economy  gi-ew  2.2%, 
after  dropping  0.7%  in 
1993. 

Exports  rose  a  strong  10.3%  in 
the  year  ended  in  the  fourth 
quarter.  The  data  for  1995  look 
promising  also:  January  and  Feb- 
ruary exports  shipped  outside  of 
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the  European  Union  are  up  20.3% 
from  a  year  ago.  Italy's  industry 
is  benefiting:  Production  rose 
0.5%  in  February,  to  stand  7.6% 
above  year-ago  levels.  Exports 
should  lead  the  healthy  3%  GDP 
gi-ovrth  expected  in 
1995. 

Consumer  spending 
is  where  the  Italian 
economy  needs  a 
boost.  Spending  grew 
only  1.6%  in  1994,  less 
than  expected.  Weak 
wage  gi-owth  and  in- 
creased taxes  are 
squeezing  incomes. 
Plus,  unemployment 
remains  high,  especially  in  the  im- 
poverished south. 

With  the  economy  on  the  mend, 
however,  inflation  is  picking  up. 
Consumer  prices  in  March  jumped 
4.9%  from  a  year  ago,  the  fastest 


pace  in  almost  2/^  years  (chart). 
Rome's  National  Institute  of  Sta- 
tistics said  indirect  taxes  initiated 
back  in  1992  added  to  the  broad 
increase  in  prices  last  month,  and 
it  forecast  that  new  taxes  passed 
in  Febiniary  could  add  an  addi- 
tional 0.72%  to  the  1995  rate  of 
inflation. 

The  hra  will  also  exert  price 
pressures.  The  currency  has  faller 
16%  against  the  mark  since  Jan. 
1.  In  response,  the  Bank  of  Italy 
lifted  official  short-term  rates  by 
thi-ee-quarters  of  a  percentage 
point  on  Feb.  20.  Since  then,  it 
has  nudged  up  market  rates  fur- 
ther, leading  Italian  banks  to  raise 
their  prime  rate  on  Apr.  13,  to 
10.75%  from  10%.  However,  high- 
er taxes  and  a  falhng  currency 
are  a  volatile  mix  that  can  only 
huit  the  inflation  outlook  and  lead 
to  even  more  rate  hikes  in  1995. 
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lat  iF  someone  Found  a  way  to  COHVPrt  some  oF 
'  chemical  waste  into  PHPT^y  f 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


Iri  just  one  year,  the  member  companies  of  the  Chemical  Manufacturers  Association 
captured  over  one  billion  pounds  of  toxic  chemical  waste  for  conversion 
to  energy,  it's  not  the  whole  answer,  but  it's  a  start.  Find  out  how  our  180 
members  and  partners  are  working  for  change.  Call  1-800-624-4321. 


RESPONSIBLE  CARE 


News:  Analysis  &  Commentary 


DEALS 


AN  OLD-FASHIONED 
FEEDING  FRENZY 

Is  it  the  1980s  redux?  Not  quite . . . 


Shades  of  the  1980s?  In  the  wake 
of  Kirk  Kerkorian  and  Lee  lacoc- 
ca's  hostile  $20.5  bilhon  bid  for 
Chrysler,  a  lot  of  analysts  are 
wondering:  Is  the  takeover  party  get- 
ting out  of  control? 

There's  little  doubt  that  corporate 
buyouts  ai-e  booming — or  that  acquisition 
prices  are  rising  fast.  U.  S.  merger  vol- 
ume in  1995's  fii'st  quarter  totaled  $73.2 
billion,  up  36%  from  the  year  before — 
the  highest  first-quarter  figure  since 
1989,  according  to  Securities  Data  Co. 

The  second  quarter  shows  no  signs  of 
a  letup,  either:  In  recent  weeks,  Sea- 
gram said  it  will  spend  $5.7  billion  ac- 
quuing  80%  of  MCA,  and  Coram  Health- 
care stnick  a  merger  deal  with  Lincare 
Holdings  for  about  $1  billion.  At  Chase 


al  meeting  on  Apr.  18,  Chief  Executive 
Albert  J.  Dunlap  pretty  much  summed 
up  the  atmosphere — and  fueled  laimors 
that  the  paper  giant  is  on  the  block — 
saying:  "Eveiything  but  youi'  family  and 
youi-  dogs  in  tliis  world  is  for  sale  at  the 
right  price.  And  anybody  who  denies 
that  is  a  hypocrite." 
DOLLAR  DAYS.  Sounds  familial',  right? 
Yet  unlike  the  merger  frenzy  of  the  late 
1980s,  there  are  plenty  of  solid  busi- 
ness reasons  for  the  latest  upswing  in 
deals.  The  most  important:  CEOs,  caught 
in  a  Dai-winian  stniggle  for  siu-vival  in  a 
world  of  international  competition,  de- 
regulation, and  technological  upheaval, 
are  snatching  up  competitors  at  home 
and  abroad  to  e.ximnd  their  global  mai-- 
ket  share  and  improve  earnings.  Says 


Prime  Takeover  Bait? 

Some  companies  Wall  Street  thinks  could  be  ripe  for  buyouts,  based 
on  industry  trends  and  relatively  loiv  price/earnings  ratios 

m 

The  Boston-based 
bank  is  a  buyout  can- 
didate for  bigger  institutions 
that  want  to  expand. 
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BRISTOL-MYERS  SQUIBB 


As  the  industry  con- 
■W  soHdates,  Bristol's 
stock  is  up  on  expectations  of  a 
deal,  possibly  with  a  rival. 

Manhattan  Bank,  mutual-fund  manager 
Michael  Price  is  pressing  management 
to  get  the  stock  up,  and  NationsBank 
says  it  might  be  interested  in  taking- 
Chase  over.  (Chase  says  it  can  max- 
imize shareholder  value  on  its  own.) 
Plenty  of  other  companies  could  be  vul- 
nerable, too.  At  Scott  Paper  Co.'s  annu- 


7.3 


Investor  Michael  Price 
thinks  the  No.  6  U.  S. 
bank  would  be  worth  more  bro- 
ken up  into  pieces. 


nA  Ratings  are  off  ft-om 
■U  last  year,  but  Morgan 
Stanley  says  it's  worth  $80,  vs. 
a  share  price  of  $62. 

Allen  L.  Sinai,  Lehman  Brothers  Inc.'s 
chief  economist:  "We  are  on  the  cusp 
of  a  major  takeover  boom,  and  it  will  be 
global  in  scope." 

In  the  U.  S.,  the  dollar's  steep  fall 
adds  a  further  incentive  for  corporate 
combinations.  For  German  and  -Japanese 
buyers  in  particular,  U.  S.  assets  now 
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are  almost  iiTesistibly 
cheap.  In  the  first 
quarter,  over- 
y '  M^fJ J  seas  compa- 
mlm^''^K^BSF  ^^^^  went  on 
^PwJSt  a  $19.3  billion 
I  Ir  J'^m.  mJP  corporate  buy- 
ing spree  in  the 
U.  S.,  tlie  strongest 
fii"st  quaitei'  since 
.-'  1990.  Also  contrib- 
uting to  America's 
merger  wave  is  strong 
corpoi-ate  cash  flow  and 
banks  eager  to  lend. 
Little  wonder  that 
the  great  debate  of  the 
late  1980s  is  being  revived: 
Is  the  long-term  health  of 
American  companies  and 
economy  being  sacrificed  for 
a  quick  buck?  Take  Chrysler. 
Management  says  its  $7.3  bil- 
lion cash  stash  is  a  prudent 
hedge  agamst  an  inevitable  down- 
tuiTi.  And  a  fonner  top  Cluysler  ex- 
ecutive argues  that  lacocca  and  Ker- 
korian  "could  tank  the  company 
through  then"  own  greed."  Worries  Mi- 
chael Porter,  professor  of  management 
at  Har\artl  business  school:  "Who's  go- 
ing to  make  the  investments  if  the  pre- 
sumjjtion  IS  that  any  management  team 
will  waste  resources?"  But  many  econo- 
mists think  ("hrysler  has  way  too  much 
cash.  "What  is  the  piu'pose  of  the  cash? 
It's  to  allow  them  to  stay  fat  and  lazy," 
scoffs  Harvai'd  economist  Michael  C. 
Jensen. 

Tine,  few  Wall  Sti'eet  merger  mavens 
expect  a  ^urge  in  cash  raids  by  financial 
gimslingers,  especially  with  the  Cliiysler 
bid  showing  signs  of  shakiness  (page 
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A  leader  in  industri- 
al, home,  and  build- 
ing controls,  its  record  has  been 
marred  by  write-downs. 
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On  Apr  18,  its  CEO 
said  nearly  "every- 
thmg"  is  for  sale  for  the  right 
price.  Maybe  $9  billion? 


38).  "I  don't  see  Chiysler  being  consis- 
tent with  anything  else  we've  seen," 
say^.  Rick  Escherich,  managing  du-ector 
j  for  mergeiN  tuid  actiuisitions  at  J.  P.  Mor- 
gan &  ('().  But  lots  of  antsy  shai-eholdei-s 
are  pushing  for  a  greater  distribution 
of  cash  flow — and  many  companies  now 
have  big  bucks  to  distribute.  The  divi- 


dend payout  ratio  for  Standai'd  &  Poor's 
500  companies  is  "among  the  lowest  in 
history,"  says  Charles  Clough,  chief  in- 
vestment strategist  at  Merrill  Lynch  & 
Co.  And  duiing  the  past  three  years, 
corporate  cash  flows  have  risen  by 
ai-ound  29%,  to  over  $480  billion,  says 
Mark  Zandi,  an  economist  at  Regional 
Financial  Associates  Inc. 

In  the  rapidly  consolidating  dmg  in- 
dustry, large  companies  such  as  War- 
ner-Lambeit  and  Bristol-Myers  Squibb 
are  feeling  the  heat.  Take  Warner  With 
its  stock  trading  at  around  $80  a  share, 
it  might  go  foi-  more  than  $15  billion. 
Yet  it  still  could  be  vulnerable.  Perhaps 
to  help  forestall  a  hostile  bid,  Warner 
CEO  Melvin  R.  Goodes  and  his  top  aides 
assui'ed  analysts  on  Apr.  13  that  they 
plan  to  sell  some  $200  million  worth  of 
assets  in  the  next  two  years. 

With  other  industries  also  consolidat- 
ing, plenty  of  other  companies  may  be 
vulnerable.  Some  analysts  think  that 
Sundstrand,  a  smallish  militaiy  and  in- 
dustrial supplier,  could  be  a  breakup 
candidate.  Even  if  Chase  resists  pres- 
sures to  do  a  deal,  smaller  banks,  such 
as  Boston's  BayBanks,  clearly  could  be 
gobbled  up.  Multimedia  also  is  hot,  as 
software,  telecommunications,  and  other 
companies  jockey  for  position. 
GLOBAL  TREMORS.  Feeling  similar  pres- 
sures, European  companies  now  are 
avid  shoppers  in  the  world's  largest 
market.  The  fall  of  the  dollar  aside, 
many  Eurogiants  have  strong  balance 
sheets  to  finance  acquisitions.  Among 
theii'  bigger  U.  S.  deals  so  fai"  this  yeai': 
Germany's  Hoechst  is  tiying  to  close  its 
purchase  of  Marion  Merrell  Dow  for 
$7.1  billion,  and  Italy's  Luxottica  will 
pay  some  $1.3  billion  for  LI.  S.  Shoe. 


4  A  ^  This  small  player  is 
I  likely  to  get  caught 

up  in  defense  industiy  consoli- 
dation, Wall  Street  thinks. 


15.9 


A  dmgmaker  in  need 
of  restiTJCtuiing, 
Wai'ner  may  attract  a  big  Euro- 
pean buyer  eager  for  U.S.  share. 


The  merger  wave,  however,  is  not 
just  an  American  phenomenon.  World- 
wide merger  volume,  including  the  U.  S., 
hit  $135.2  billion  in  the  first  quarter, 
26%  more  than  in  last  year's  fii'st  quar- 
tei;  Seciunties  Data  says.  Japanese  com- 
panies may  spend  more  time  undoing 
past  mistakes  than  launching  new  bids, 
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as  Matsushita  is  doing  by  selling  mca  to 
Seagi-am  (page  37).  But  they're  quite 
actively  striking  alliances  in  Asia. 

Some  huge  deals,  moreover,  have  oc- 
curred or  are  brewing  in  Europe. 
Britain's  Glaxo  Holdings  plc  acquired 
Wellcome  for  $14.3  billion,  and  Hanson 
PLC  is  strongly  rumored  to  be  gunning 
for  British  Gas  plc,  the  world's  largest 
natural-gas  company.  PolyGram,  the  An- 


glo-Dutch entertainment  gi'oup,  recent- 
ly increased  its  stake  in  Music  India,  a 
Bombay  record  company,  to  51%.  Ger- 
many's Siemens  is  sitting  on  some  $17 
billion  in  cash.  Says  CEO  Heinrich  von 
Pierer:  "This  is  a  time  of  consolidation.  I 
prefer  alliances,  but  other  acquisitions 
may  come  if  we  need  to  iill  in  any  gaps 
in  our  core  businesses." 

Translation:  The  takeover  wave  may 


hit  hardest  in  the  U.  S.,  where  sh; 
holders  wield  the  most  power.  Bui  W 
an  era  of  globalization,  compar 
everywhere  are  repeating  the  mar 
of  the  rambunctious  '80s:  Acquire 
be  acquired. 

By  Christopher  Fan'ell,  with  Phi 
L.  Zweig,  in  New  York,  Joseph  Weh 
Philadelphia,  Paula  Dwyer  m  Lom 
and  bureau  reports 
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COMMENTARY 


By  Michael  J.  Mandel 

CAN  U.S.  COMPANIES  AFFORD  TO  TAKE  THE  LONG  VIEW? 


It  has  been  a  virtuoso  performance 
by  Japanese  manufacturers. 
Faced  with  economic  turmoil  at 
home  and  a  soaring  yen  abroad, 
Japan's  exporters  have  followed  the 
same  long-haul  strategy  that  worked 
in  the  past:  Hold  down  prices  to 
build  demand,  then  drive  down  costs 
enough  to  make  a  profit.  As  a  re- 
sult, even  as  the  yen  has  jumped 
some  50%  in  the  past  five  years, 
the  price  of  Japanese  imports  to 
the  U.S.  has  risen  only  15%, 
keeping  Japanese  cars,  con- 
sumer electronics,  and  high- 
tech goods  competitive. 

The  superiority  of  this 
market-share  strategy  has 
been  proven  by  the  global 
success  of  Japanese  and 
East  Asian  manufacturers— 
in  industries  from  steel  to 
memory  chips.  By  comparison, 
experience  has  shown  that  a 
company  that  earns  big  prof- 
its today  by  boosting  prices 
runs  the  risk  of  becoming  less 
hungry  to  cut  cost.s — a  poten- 
tially deadly  failing  over  the 
long  run. 

KEIRETSU  CAPITAL.  But  Chrysler 
Corp.'s  experience  shows  how  diffi- 
cult it  is  for  even  well-run  U.  S.  com- 
panies to  take  the  long  view.  Having 
rescued  itself  from  the  scrap  heap, 
Chrysler  was  attempting  to  behave 
like  its  Japanese  competitors,  socking 
away  billions  of  dollars  that  it  ear- 
marked for  developing  new  products. 
Now,  Kirk  Kerkoiian's  bid  for  the 
auto  maker — even  if  he  does  not 
vrin— probably  means  that  Chiysler 
will  have  to  pay  out  much  of  its  cash 
to  shareholders. 

It's  not  just  Chrysler,  either.  U.  S. 
investors  do  not  trust  most  domestic 
manufacturers  to  invest  their  money 


vrisely.  They  recall  the  ill-fated  di- 
versification attempts  of  the  steel 
and  oil  companies  and  the  billions 
that  General  Motors  Corp.  wasted  in 
the  1980s.  That's  why  a  big  pot  of 
cash  turns  a  company  into  a 
takeover  target. 

Shareholders  of  a  U.  S.  company 


are  unlikely  to  accept  lower  short- 
i-un  profits  while  a  company  patiently 
builds  market  share.  Cross-border 
comparisons  can  be  misleading,  but 
reported  operating  profits  for  Japan- 
ese manufacturers,  as  a  pei-centage 
of  sales,  seem  to  average  about  1  to 
V/i  points  less  than  for  comparable 
U.  S.  companies. 

In  part,  Japanese  executives  can 
live  with  lower  profits  because  they 
have  access  to  cheaper  capital. 
Japanese  companies  still  have  as  big 
a  capital-cost  advantage  as  they  did 
in  the  late  1980s.  Real  10-year  inter- 
est rates  in  Japan  are  about  one 


percentage  point  lower  than  they 
are  in  the  U.  S.,  just  as  before. 
Moreover,  the  price-earnings  ratio 
for  the  Japanese  stock  market  re- 
mains about  four  times  that  for  the 
U.  S.  market. 

Another  reason  Japanese  compa- 
nies feel  less  need  to  focus  on  short 
term  profits:  A  big  chunk  of  their 
shares  often  is  held  by  related  cor- 
porations. These  ties  help  compa 
nies  expand  market  share  by 
making  borrowing  easier  and 
spreading  risks.  For  example, 
Sumitomo  Bank  Ltd.  helped 
fellow  keiretsu  member  NEC 
Corp.  build  a  strong  position  in 
integrated  circuits  by  making 
loans  available  when  a  U.  S. 
bank  might  have  balked. 
FRAGILE  REVIVAL.  Even  vidthout 
such  a  system  of  mutual  sup- 
port, some  U.  S.  industries 
manage  to  be  market-share- 
driven.  Semiconductor  makers 
leai'ned  their  lesson  from  the 
1980s  and  now  develop  new 
chips  even  as  they  aggressively 
price  the  old  ones.  U.  S.  airlines,  J* 
too,  are  more  focused  on  maintain- 
ing market  share  than  they  are  on 
keeping  up  profits.  As  a  result,  they  j'^li 
run  up  big  losses  in  bad  times — but 
they  have  also  been  forced  to  be- 
come the  most  productive  carriers 
in  the  world,  according  to  a  1992 
McKinsey  &  Co.  study. 

As  long  as  U.S.  companies  have 
to  pay  primary  attention  to  short- 
run  concerns,  the  U.  S.  manufactur- 
ing revival  will  be  fragile.  The 
Chrysler  bid  shows  that  prudent 
planning  for  the  longer  haul  just 
may  be  too  dangerous. 


Mandel  unites  about  economics 
from  New  York. 
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apan's  corporate  barons  are  prob- 
ably bemused  at  Chrysler  Corp.'s 
cuiTent  predicament.  Kirk  Kerkori- 
$20.5  billion  takeover  gambit  would 
n  the  auto  maker's  $7.3  billion  cash 
!rves  and  add  $10.7  billion  in  new 
t.  Such  money  grabs  are  unheard-of 
lubby  corporate  Japan — and  so  are 
shareholders  bent  on  instant  gi'atifi- 
on.  Small  wonder:  Compared  with 
yslei*'s,  the  huge  cash  hoai'ds  at  Toy- 
Motor,  Matsushita  Electric  Industri- 
md  Hitachi  are  under  lock  and  key. 
nstead  of  rewarding  stockholders 
1  dividends  and  buybacks,  Japan's 
istrial  giants  have  historically  used 
r  cash  troves  as  war  chests.  Fat 
1  cushions  have  allowed  exporters 
ilash  prices  abroad,  gi'abbing  more 
•ket  share  without  worrying  about 
Sits.  When  Japan's  bubble  economy 
i  at  its  airiest  in  the  late  1980s, 
an's  corporate  leviathans  gobbled  up 
rseas  assets.  Indeed,  part  of  their 
^ent  wealth  comes  ft'om  big  depreci- 
n  write-offs  of  plants  and  equipment 
ght  during  that  investment  spree, 
y  also  gambled  in  the  stock  and  cur- 
:;y  markets  and  took  some  big  losses 
;rophy  investments  such  as  the  Peb- 
Beach  (Calif.)  golf  course, 
low,  with  the  yen  crashing  through 
80-to-the-dollar  barrier,  corporate 
1  is  staying  home.  Big  multinationals 
;  to  cut  costs  to  offset  theii"  less-com- 


petitive exports  are 
simply  sitting  on  their 
money,  keeping  it  in 
yen-denominated  bonds 
and  short-term  cash 
accounts.  Middle-tier 
exporters  are  using 
their  cash  to  offset 
lower  profit  margins, 
so  they  won't  have  to 
raise  prices  abroad  to 
maintain  mai'ket  share. 
Domestic  companies 
are  burning  up  their 
cash  as  they  scramble  to  cope  with  a 
gi-owing  flood  of  cheap  imports. 

With  Japan's  recoveiy  so  fi-agile,  cor- 
porate treasurers  are  uninterested  in 
domestic  expansion,  and  capital  spending 
has  all  but  dried  up.  The  downside  of 
sitting  on  all  those  yen  is  that  with 
interest  rates  at  record  lows,  conserva- 
tive cash  management  doesn't  pay  very 
well.  Companies  will  be  lucky  to  earn 
2%  aftertax  on  their  short-term  cash. 
"The  opportunities  ai'e  limited"  foi'  effec- 
tive use  of  fi'ee  cash,  says  Peter  Tasker, 
equity  strategist  at  Kleinwort  Benson. 

Nevertheless,  treasurers  are  being 
more  cautious  than  usual.  They're  put- 
ting corporate  cash  into  domestic  bonds 
and  cmrency  hedging — some  lucky  com- 
panies have  locked  in  futures  contracts 
at  100  yen  to  the  dollar.  And  indebted 
companies  are  paying  off  their  loans. 


Then  there  are  the  Japanese  execu- 
tives who  want  to  keep  a  safety  net  for 
the  future — even  if  it  means  zero  profits 
now.  Toyota  Motor  Corp.,  for  instance, 
can  afford  to  sit  back  and  watch  the 
yen  keep  rising.  It  could  break  even 
with  the  yen  as  low  as  50  to  the  buck, 
figures  Lehman  Brothers  Inc.  auto  ana- 
lyst Koji  Endo.  So  it  isn't  transfening 
any  of  its  $24.6  billion  in  cash  into  prof- 
its, letting  mai'gins  fall  rather  than  raise 
prices  and  sacrifice  market  share.  "No- 
body wants  to  be  blamed  as  the  gener- 
ation that  lost  the  money,"  says  Fujio 
Cho,  a  managing  director  at  Toyota. 
MULTIMEDIA  MOVES.  Besides  wanting  a 
buffer  against  yen-induced  earnings  de- 
clines, companies  have  other  reasons  to 
save  up.  Beginning  in  1997,  they'll  have 
to  use  cuirent  market  value  to  measure 
their  pension  fund  investments.  Corpo- 
rate Japan  "has  a  20%  hole  in  the  pen- 
sion funds"  thanks  to  the  prolonged  bear 
market  that  has  battered  their  stock 
holdings,  figures  James  Capel  Inc.  econ- 
omist Jason  James. 

Plus,  in  its  emergency  yen-busting 
package  released  on  Apr.  14,  the  Fi- 
nance Ministry  encouraged  companies 
to  buy  back  their  shares  to  help  the 
slumping  Nikkei,  now  off  17%  on  the 
year  and  58%  from  its  peak  in  1989. 

Buybacks  would  do 
wonders  for  Japanese 
companies'  paltry  3.5% 
return  on  equity — vs. 
18.5%  in  the  U.  S.— fig- 
ui"es  Tasker. 

There's  no  denying 
Japan's  flagship  com- 
panies stDl  have  plenty 
of   financial  brawn. 
Matsushita  Electric  In- 
dustrial Co.,  which  re- 
cently beat  a  retreat 
from  its  venture  into 
Hollywood,  will  pock- 
et about  $5.7  billion 
from  the  sale  of  mca  Inc.,  less  any  cur- 
rency losses.  That's  on  top  of  the  rough- 
ly $22  billion  it  has  in  cash  and  short- 
term  instruments.  With  its  Panasonic 
and  Technics  consumer-electronics  units 
under  pressure  from  weak  demand  and  i 
the  strong  yen,  Matsushita  President  * 
Yoichi  Morishita  says  the  company  will  t 
use  the  mca  proceeds  "in  our  important  f 
multimedia"  and  related  businesses  dur-  " 
ing  the  next  few  years.  1 
Whether  Matsushita's  foray  into  the  ^- 
much-hy]3ed  multimedia  field  will  be  any  g 
more  successful  than  its  fling  with  Hoi-  8 
lywood  is  anybody's  guess.  But  in  a  sys-  i 
tem  that  shields  corporate  cash  from  i 
predators  and  virtually  ignores  share-  i 
holders,  Japan's  corporate  chieftains  ^ 
have  plenty  of  fi'eedom  to  fail.  l 
By  Brian  Brenmer,  with  Edith  Hill  % 
Updike,  in  Tokyo  § 
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EATON:  Vowing  to  stay  the  course 


TAKEOVERS 


THORNS  APLENTY 


Finding  a  bank  to  lead 
a  loan  syndication 
this  large  may  turn 
out  to  be  tricky: 
Many  top  U.S.  lenders, 
including  Chemical 
and  J.P.  Morgan, 
already  have  ties 
to  Chrysler 


THE  CHRYSLER  BID: 

ANY  BACKERS  OUT  THERE? 

The  plan  has  few  details,  lots  of  obstacles,  and  little  time  to  work 


Can  Kirk  Kerkorian  and  Lee  A.  la- 
cocca  come  up  with  financing  for 
theii-  $20.5  billion  bid  to  buy  Chi-ys- 
ler  Corp.?  Could  be  doubtful.  Seven 
days  after  announcing  their  offer,  the 
pair  still  had  provided  virtually  no  de- 
tails on  the  deal's  funding,  even  though 
they  need  close  to  $12  billion  in  debt 
and  $3  billion  in  equity  to  make  it  work. 
Then,  on  Apr.  19,  Bear,  Steams  &  Co., 
Kerkoiian's  longtime  investment  banker, 
said  it  will  play  no  role  in  the  effort — a 
blow  to  the  deal's  credibility. 

Even  before  the  Bear  Steams  move, 
banker-s  were  gi-owing  increasingly  skei> 
tical  that  the  dealmakers  could  line  up 
bank  financing  quickly.  In  all  likelihood, 
only  a  major  U.  S.  bank  or  banks  would 
have  the  credibility  to  lure  in  enough 
other  lenders  to  make  the  deal  work. 
But  even  as  Kerkorian  &  Co.  shop  for  a 
backer,  regulators  are  warning  U.  S. 
banks  that  they  may  be  lending  too  ag- 
gressively. "We  will  be  spending  an  in- 
creasing amount  of  time  talking  to  bank- 
ers about  our  concerns  [about  loan 
quality],"  wams  ComptroUei'  of  the  Cui'- 
rency  Eugene  A.  Ludwig. 

The  other  major  problem  for  Kerko- 
rian and  lacocca:  Many  of  the  biggest 
U.  S.  banks  have  close  ties  to  Chiysler 
and  are  unhkely  to  antagonize  a  major 
client  to  do  a  deal  that  may  not  come 


together.  "We  support  our  clients.  We 
don't  turn  around  and  bite  them,"  says 
one  banker.  The  size  of  the  deal  also 
may  be  working  against  it.  "It's  a  big 
number,"  says  Stewait  M.  Boswell,  man- 
aging director  of  NationsBank  Coi-p-'s 
advisoiy-services  gi'oup. 

Certainly,  Kerkorian  and  lacocca  could 
yet  come  up  with  the  money  they  need. 
Banks  still  have  big  appetites  for  acquisi- 
tion financing,  and  many  bankers  say 
they  would  be  more  eager  to  lend  if  the 
pair  could  get  an  industrial  partner  to 
take  a  stake  in  Chiysler  Analysts  think 
Peugeot  and  Fiat  are  among  then-  po- 
tential paitners.  Kerkorian's  spokesman 
could  not  be  reached  for-  comment. 
"JUST  A  LrmE  PIECE."  But  the  bankers' 
reluctance  still  begs  the  pesky  question: 
Who  will  go  fii'st?  Chemical  Bank,  the 
nation's  leading  bank-loan  syndicator, 
would  seem  a  prime  candidate.  But  in 
late  1991,  it  mei-ged  with  Manufactui-ere 
Hanover  Coip.,  which  led  the  1979  gov- 
ernment bailout  of  Chiysler — and  be- 
came Chrysler's  lead  bank.  That  makes 
it  unlikely  to  back  Kerkorian.  J.  P.  Mor- 
gan &  Co.  and  Chase  Manhattan  Bank 
also  have  strong  ties  to  Chrysler.  Chem- 
ical, Morgan,  and  Chase  all  decHned  to 
comment  publicly. 

What  banks  don't  have  close  links  to 
Chiysler?  Citibank,  for  one.  And  while 


KERKORIAN:  Feeling  the  pressure 

Bankers  Trust  and  BankAmerica  C( 
have  done  business  with  Chrysler,  t^ 
also  have  worked  for  Kerkorian  in 
past.  All  three  banks  declined  pul 
comment.  But  sources  say  they  are 
likely  to  get  involved  in  a  hostile  hi 
Even  if  a  big  bank  or  two  jump  ii 
syndicate  large  enough  to  fund 
Chrysler  deal  might  have  to  include  m 
than  100  lenders  all  told.  That's  beca 
few  banks  nov/  will  hold  more  than 
million  worth  of  any  one  loan — vs.  $ 
million  in  the  1980s.  "Eveiybody  wa 
just  a  little  piece,"  says  Chiistopher 
Snyder,  president  of  Loan  Pricing  C( 
DRIFTING  DOWN.  Chiysler,  meanwhile 
working  hard  to  fend  off  the  bid.  It 
hired  thi-ee  investment  banks — Morj 
Stanley,  Salomon  Brothers,  and  cs  F: 
Boston — to  help  ci-aft  strategy.  And  ( 
Robert  Eaton  said  at  a  recent  press  c 
ference  that  the  company  won't  giv€ 
to  Kerkorian.  "Obviously,  the  board 
and  will  consider  any  offer  out  there," 
said,  adding  that  "we're  going  to  con 
ue  ranning  the  business  exactly  the  v 
we  have  been."  Also,  in  daily  convei 
tions  with  dozens  of  bankers,  Thoma< 
Capo,  Chiyslei-'s  treasurer,  and  other 
finance  officials  ai-e  playing  up  the  de 
risks. 

What  are  the  bid's  chances  now?  C 
fomier  toj)  Chiysler  executive  puts  th 
at  50-50 — and  says  he  sold  his  stock 
day  of  the  announcement.  "I  genuflec 
to  the  west,  thanked  [Kerkorian]  for  n 
points,  and  got  out,"  he  says.  That  \ 
smart:  The  stock  has  steadily  drifi 
down  since  then.  Maybe  the  mai-ket 
sensing  something  Kerkorian  hasn' 
yet. 

By  Kelley  Holland  in  New  York  o 
David  Woodruff  in  Detroit,  ivith  Phil 
L.  Zweig  in  New  York 
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lat  do  I  look  for  in  a  computer? 

I  look  for  a  difference. 
For  a  better  way  of  working. 

A  better  way  of  doing. 
1  look  for  software  I  can  use. 
Without  a  pile  of  manuals. 
3ok  for  hardware  1  can  set  up. 
Without  calling  tech  support. 
Hook  for  power  today 
And  potential  tomorrow. 
I  look  for  a  symbol. 


Macintijsh 


The  Mac'  OS.  It  s  what  computer  programmers  call  an  operat- 
ing system.  It'swhat you'll  call  easy  It'swhat  makes  a  Macintosh 
a  Macintosh.  It  makes  you  more  productive.  How  can  you  be 
sure  you're  getting  everything  the  Mac  OS  his  to  offer?Just  look 
for  the  logo.  On  softu'are.  On  hardware,  hvervwhere. 


Plug  and  I'lay.  It's  a  revolutionary  concejit  inoneered  by  Apple. 
/\nd  promised  by  many.  The  difference  is,  with  the  Mac  OS,  you 
actually  get  it  today.  So  when  you  want  to  connect  to  a  network 
or  set  up  a  printer  or  a  CD-ROM  drive  or  any  of  hundreds  of 
other  peripliei'als  and  accessories,  all  you  have  to  do  is  plug  it 
in  and  get  right  towork.  Or  |)lay  It's  that  sim|)le. 


What  e.xactly  is  multimedia'^  I'se  a  PC  running  the  Mac  OS  and 
it's  any  thing  you  want.  You  can  add  music,  motion  and  magic 
to  presentations,  school  reports,  memos  and  more.  You  can 
edit  videos.  Watch  T\'.  Or  run  the  hottest  new  multimedia  titles. 


\o  matter  what  you  want  to  do,  Mac  OS  helps  you  do  it.  How? 
V)\  providing  a  consistent  way  to  work  with  everything  you  buy 
From  business  software  and  home  finance  jiackages  to  educa- 
tional titles  and  jazzy  new  games -thousands  of  powerful 
land  fun)  aiiplications  run  under  Mac  OS. 


A  sign. 


Hook  for  this. 


I'sed  to  be,  the  only  way  to  get  your  hands  on  the  Mac  OS  was  to 
get  your  hands  on  an  Apple  .\lacintosh.  Today,  you'll  find  it  on 
PCs  from  Radius,  Power  Computing  and  more.The  same  places, 
in  fact,  where  you'll  find  our  new  logo.  For  more  information, 
call  800-472-434'2,  ext.  100,  today.  Or  contact  us  via  the 
Internet  at  htti):/A\v\vv.info.ai)iJe.com/niacos/macosmain.html. 


Mac  OS 


I 


^ple 
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News:  Analysis  &  Commentary 


CORPORATE  PROFITS  

jc 

THIS  GOULD  BE 

AS  GOOD  AS  1995  GETS 

The  first  quarter  was  flush  with  tough-to-beat  surprises 


Is  this  what  a  soft  landing  feels  lil^e?  Profits  were 
up  a  robust  24%  on  an  11%  revenue  gam  m 
BUSINESS  week's  flash  report  on  the  first  quarter. 
Ford's  71%  profit  jump  was  a  surprise,  especially 
with  U.S.  car  sales  softer  overall.  Ford  was  able  to 
make  more  money  by  selling  high-profit  Explorer 
sport-utility  trucks  and  Windstar  minivans.  Over  at 
Coke,  the  weaker  dollar  helped  drive  up  soft-drink 
results:  Profits  were  22%  higher  on  15%  sales 
growth.  More  surprises  from  General  Electric, 
where  its  plastics  and  appliance  units  and  nbc  each 
generated  double-digit  profit  increases,  leading  to  a 
13%  earnings  gain.  Eastman  Kodak's  81%  prof- 
it jump  caught  Wall  Street  off  guard,  too.  Its  core 
film  business  registered  27%  profit  gi'owth  and 
benefited  from  favorable  currency  exchange  rates. 
Turnaround  of  the  quarter?  Digital  Equipment. 
Riding  strong  Alpha  computer  sales,  DEC  made 
$73.7  million,  a  major  improvement  over  last 
year's  big  loss.  Soft  landing,  indeed. 


CURRENT  OTR.  SAL: 
(MILLION! 


INDUSTRIALS 


CORNING 

CPC  INTERNATIONAL 
DOLE  FOOD 
EASTMAN  KODAK 
FORD 


GENERAL  ELECTRIC 
GEORGIA-PACIFIC 
INLAND  STEEL 
INTERNATIONAL  PAPER 


JOHNSON  &  JOHNSON 
LILLY  (EU) 
MATTEL 

McDonnell  douglas 

MERCK 


TRW 
UPJOHN 

WEYERHAEUSER 
WHIRLPOOL 


SERVICES 


CBS 

CHASE  MANHATTAN 
CHEMICAL  BANKING 
CITICORP 
DOW  JONES 


155,333.4 


ABBOTT  LABORATORIES  2,524.4 

AK  STEEL  HOLDING  610.4 

ALCOA  3,009.8 

BOISE  CASCADE  1,223.0 

CATERPILLAR  3,913.0 


CHAMPION  INTERNATIONAL  1,634.0 

CHRYSLER  13,600.0 

COCA-COLA  3,854.0 

CONAGRAtt  5,757.6 

COOPER  TIRE  &  RUBBER  365.4 


1,123.0 
1,954.6 
925.3 
3,209.0 
34,783.0 


15,126.0 
3,477.0 
1,257.7 
4,500.0 
6,533.0 


4,496.0 
1,717.3 
543.6 
3,333.0 
3,817.3 


PFIZER  2,402.9 

PHILIP  MORRIS  16,517.0 

ROCKWELL  INTERNATIONAL!  3,361.0 

RUBBERMAID  563.9 

SCOTT  PAPER  1,003.3 


2,596.3 
866.7 
2,745.0 
1,985.0 


30,957.9 


AMR  3,970.0 

BANKAMERICA  NA 

BANKERS  TRUST  NEW  YORK  NA 

BARNETT  BANKS  NA 

BEAR  STEARNStt  1,027.4 


897.7 
NA 
NA 
NA 

545.4 


CORPORATE  PROFITS 

NOT  GRIEVING  FOR 
THE  GREENBACK 

Exporters  cheer  the  lift  the 
dollar's  plunge  is  giving  them 

Some  call  it  a  crisis.  But  Douglas  R. 
Oberhelman,  chief  financial  officer  of 
Caterpillar  Inc.,  has  nothing  but 
kind  words  for  the  dollar's  recent 
plunge.  Caterpillar,  a  big  exporter  of 
earthmoving  and  other  machinery,  saw 


an  18%  increase  in  overseas  sales,  to 
$1.8  billion,  in  the  lirst  quaiter  of  1995. 
And  Oberhelman  gives  the  currency 
chaos  a  lot  of  credit:  "The  weaker  dollar 
helps  us  around  the  world,"  he  says. 

Since  December,  the  greenback  has 
plunged  18%  against  the  yen  and  11.5% 
against  the  Gennan  mark.  The  dollar's 
decline  may  be  worrisome  to  central 
bankei-s,  but  it's  great  news  for  American 
exporters:  A  weaker  currency  allows 
U.  S.  companies  to  increase  earnings 
overseas  without  hiking  prices  or  cut- 
ting costs,  and  puts  them  on  a  stronger 
competitive  footing  abroad.  At  home, 
they  can  i-aise  prices  without  feaiing  that 
foreign  rivals  vrill  undercut  them. 


Earnings  reports  from  globe-trott 
companies  point  to  the  advantage. 
Upjohn  Co.,  international  sales  soai 
24%.,  with  exchange-rate  fluctuations 
counting  for  one-third  of  the  gain.  I 
John  also  benefited  from  double-di 
overseas  sales  gi-owth  of  dings  such 
Halcion.  Cleveland-based  Parker  H; 
nifin  Coii^.,  a  manufacturer  of  motii 
control  products,  saw  international 
dustrial  sales  surge  by  more  than 
fi-om  the  same  quaiter  a  yeai'  ago.  Ab 
one-fifth  of  that  increase  was  court( 
of  ciurency  rate  changes.  The  rest  ca 
fi'om  acquisitions  and  stronger  dema 
fi'om  improving  economies  overseas. 

Cun'ency  fluctuations  are  aiding  U 
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%CHG. 

EST.  EPS 
(2/13) 

REPORTED 
EPS 

DIFF. 

+31 

0,93 

1.04 

+0,11 

+14 

0.51 

0.52 

+0.01 

+563 

1.62 

2.44 

+0.82 

NM 

0.65 

1.08 

+0.43 

NM 

0.67 

0.93 

+0.26 

+56 

1.23 

1.50 

+0.27 

NM 

0.99 

1.33 

+0.34 

-37 

2.50 

1.59 

-1.01 

+22 

0.48 

0.50 

+0.02 

+14 

0.50 

0.49 

-0.01 

+3 

0.37 

0.33 

-0.04 

+37 

0.33 

0.35 

+0.02 

+13 

0.70 

0.73 

+0.03 

-21 

0.52 

0.40 

-0.12 

+81 

0.54 

0.77 

+0.23 

+71 

1.46 

1.44 

-0.02 

+13 

0.81 

0.81 

— 

+314 

2.14 

2.59 

+0.45 

+379 

0.85 

0.84 

-0.01 

+224 

1.67 

1.95 

+0.28 

+13 

1.75 

1.91 

+0.16 

+20 

0.95 

1.02 

+0.07 

+25 

1.15 

1.30 

+0.15 

+12 

0.13 

0.12 

-0.01 

+19 

1.26 

1.38 

+0.12 

+12 

0.61 

0.61 

+13 

1.34 

1.35 

+0.01 

+16 

1.57 

1.60 

+0.03 

+24 

0.77 

0.88 

+0.11 

+  7 

0.35 

0.34 

-0.01 

+240 

1.19 

1.28 

+0.09 

+79 

1.36 

1.74 

+0.38 

+22 

0.64 

0.85 

+0.21 

+63 

1.01 

1.00 

-0.01 

+12 

1.06 

1.00 

-0.06 

-2 

0.96 

1.02 

+0,06 

NM 

0.35 

0.48 

+0.13 

+19 

1.43 

1.45 

+0.02 

NM 

1.72 

-2.11 

-3.83 

+9 

1.24 

1.27 

+0.03 

-28 

0.38 

0.60 

+0.22 

-68 

0.63 

0.32 

-0.31 

-29 

1.25 

1.29 

+0.04 

+24 

1.37 

1.51 

+0.14 

+36 

1.41 

1.53 

+0.12 

+8 

0.47 

0.48 

+0.01 

CURRENT  QTR.  SALES 
(MILLIONS) 

%  CHG. 

aTR.  PROFITS 

/uii  1  mud 

(MILLIONS) 

%  CHG. 

EST.  EPS 
(2/13) 

REPORTED 
EPS 

DIFF. 

FEDERAL  EXPRESStt 

2,332.6 

+  12 

63.1 

+102 

0.72 

0.85* 

+0.13 

GANNETT 

913.8 

+4 

86.2 

+10 

0.60 

0.62 

+0.02 

HILTON  HOTELS 

381.9 

+  12 

32.0 

+41 

n  CO 

U.Ob 

+U.U4 

HUNT  (J.B.)  TRANSPORT 

309.4 

+17 

4.9 

-IS 

0.17 

0.13 

-0.04 

KROGER 

5,465.0 

+3 

64.5 

+16 

0.56 

0.56 

McGRAW-HILL 

568.5 

+2 

14.0 

-7 

0.28 

0.28 

— 

MERRILL  LYNCH 

5,203.9 

+  10 

227.3 

-39 

0.94 

1.08 

+0.14 

MORGAN  (j.P.) 

NA 

NA 

^03. U 

— 

1.4/ 

1  0"7 

NATIONSBANK 

NA 

NA 

443.0 

+6 

1.56 

1.60 

+0.04 

ROADWAY  SERVICES 

1,087.0 

+6 

5.9 

-63 

0.41 

0.15 

-0.26 

SCHWAB  (CHARLES) 

376.1 

+16 

38.4 

+1 

0.40 

0.44 

+0.04 

TIME  WARNER 

1,817.0 

+17 

-47.0 

NM 

-0.12 

-0.13 

-0.01 

TRAVELERS 

4,298.9 

-10 

340.0 

0 

0.95 

1.01 

+0.06 

USAIR 

1,763.3 

+5 

-96.9 

NM 

-2.61 

-1.91 

+0.70 

WELLS  FARGO 

NA 

NA 

233.0 

+15 

4.27 

4.41 

+0.14 

TECHNOLOGY 

24,936.9 

+18 

2,343.8 

+67 

0.81 

<  0.89 

+0.08 

ADVANCED  MICRO  DEVICES 

620.1 

+21 

96.8 

+14 

0.86 

0.96 

+0.10 

CONNER  PERIPHERALS 

610.4 

+8 

0.1 

NM 

0.18 

0.00 

-0.18 

DIGITAL  EQUIPMENTtt 

3,467.5 

+6 

73.7 

NM 

0.24 

0.44 

+0.20 

GENENTECH 

239.0 

+26 

43.4 

+12 

0.30 

0.36 

+0.06 

HONEYWEU 

1,478.7 

+10 

54.7 

+15 

0.41 

0.43 

+0.02 

INTEL 

3,557.0 

+34 

889.0 

+44 

1.63 

2.04 

+0.41 

LOTUS  DEVELOPMENT 

202.6 

-18 

-17.5 

NM 

0.26 

-0.36 

-0.62 

MicRosorrtt 

1,587.0 

+28 

396.0 

+55 

0.58 

0.63 

+0.05 

MOTOROLA 

6,011.0 

+28 

372.0 

+25 

0.65 

0.61 

-0.04 

POLAROID 

409.6 

-11 

-75.8 

NM 

-0.39 

-1.66 

-1.27 

RAYTHEON 

2,387.0 

+3 

173.9 

NM 

1.41 

1.41 

SUN  MICROSYSTEMStt 

1,505.0 

+26 

107.5 

+87 

0.84 

1.09 

+0.25 

TEXAS  INSTRUMENTS 

2,862.0 

+17 

230.0 

+72 

2.05 

2.41 

+0.36 

UTILITIES  &  TELECOM 

45,651.0 

+4 

4,275.8 

+22 

0.67 

0.68 

+0.01 

AMERITECH 

3,145.7 

+4 

578.9 

NM 

0.76 

0.76* 

AT&T 

18,262.0 

+7 

1,198.0 

+12 

0.81 

0.76 

-0.05 

BALTIMORE  GAS  &  ELECTRIC 

715.3 

-7 

70.9 

-14 

0.47 

0.41 

-0.06 

ENRON 

2,300.0 

-8 

195.0 

+13 

0.78 

0.79 

+0.01 

GTE 

4,762.0 

0 

545.0 

+8 

0.57 

0.56 

-0.01 

MCI  COMMUNICATIONS 

3,561.0 

+11 

244.0 

+17 

0.36 

0.36 

PACIFIC  TELESIS 

2,254.0 

-2 

282.0 

0 

0.69 

0.67 

-0.02 

PUBLIC  SERVICE  ENTERPRISE 

1,673.8 

-7 

212.6 

-8 

0.93 

0.87 

-0.06 

SBC  COMMUNICATIONS 

2,877.7 

+9 

395.2 

+10 

0.65 

0.65 

SPRINT 

3,271.5 

+8 

224.3 

-1 

0.65 

0.64 

-0.01 

US  WEST 

2,828.0 

+7 

330.0 

+2 

0.71 

0.70 

-0.01 

t  Second-quarter  results    tt  Third-quarter  results  ^ 

M  =  not  meanlngfu 

NA 

=  not  available      *EPS  adjusted  for  special  items 

DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES,  A  DIVISION  OF  McGRAW-HILL  INC,  EARNINGS  ESTIMATE  DATA  PROVIDED  BY  1/B/E/S  INTERNATIONAL  INC, 
NEW  YORK,  NY,  l/B/E/S  IS  A  REGISTERED  TRADEMARK  OF  l/B/E/S  INTERNATIONAL  INC 


panies  in  other  ways.  The  gi-een- 
:'s  decline,  for  example,  increases  the 
ir  price  of  steel  imports,  which  make 
.bout  25%  of  the  U.  S.  market.  That 
vs  U.  S.  producers  to  raise  prices 
I  lOut  losing  sales  to  foi-eign  compa- 
Such  dynamics  sent  ak  Steel  Hold- 
[  Corp.'s  first-quarter  earnings  up  to 
3  million,  from  $10.3  million  a  year 
Analysts  also  expect  big  profit  gains 
Bethlehem  Steel  Corp.  and  ltv  Corp. 
1  3RD  LEVELS.  Not  every  company  is  a 
I  ency  winner.  The  gains  chipmaker 
j  anced  Micro  Devices  Inc.  derives 
!  1  the  56%  of  its  revenues  that  comes 
!  1  ovei-seas  are  balanced  by  the  biggei- 
I  for  Japanese  equipment  it  must  buy 


STEELMAKERS:  Fvee  to  raise  prices 


for  its  new  plant  in  Austin,  Tex.  And 
Ford  Motor  Co.  says  the  higher  prices  it 
paid  for  Japanese  and  German  parts  cost 
it  $100  million  in  the  fii'st  quarter. 

For  many  companies,  though,  the  cui'- 
rency  effect  should  intensify  in  the  sec- 
ond quarter  Manitowoc  Co.,  a  Wisconsin 
heavy  equipment  maker,  says  future 
bookings  are  running  at  record  levels, 
fueled  by  sales  to  Singapore,  Vietnam, 
and  South  Korea.  Earnings  for  Mani- 
towoc and  other  exporters  could  soar — 
imless  the  dollar  finns,  of  course.  Then, 
Corporate  America  will  be  hard-pressed 
to  keep  the  gains  just  won. 

By  Suzanne  Woolley  in  New  York, 
with  bureau  repoHs 
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News:  Analysis  &  Commentary 


^^^^ 


W.R.  GRACE 


When  W.  R.  Grace  &  Co.  Chief  Ex- 
ecutive J.  P.  Bolduc  sensed  a  few 
months  ago  that  his  sti-ained  rela- 
tions with  Chairman  J.  Peter  Grace 
were  putting  his  job  in  jeopaixly,  he  took 
his  case  to  a  rather  unorthodox  author- 
ity: John  Cai'dinal  O'Connor,  Aix-hbishop 
of  the  Archdiocese  of  New  York.  At 
Bolduc's  request,  the  cardinal  asked 
Grace  to  patch  things  up,  hoping  to 
avoid  the  scandals  and  the  corporate  up- 
heaval that  have  since 
cost  both  men  their  jobs. 

Grace  rebuffed  the 
advice,  say  sources  close 
to  the  company;  Grace, 
Bolduc,  and  the  cai'dinal 
won't  comment.  But 
why  did  O'Connor  even 
attempt  to  referee  a 
boardroom  blowup  at 
W.  R.  Grace,  a  publicly 
held  chemicals  giant? 
Grace,  Bolduc,  and  thi-ee 
other  company  direc- 
tors— former  Fidelity 
mutual  fund  whiz  Peter 
Lynch,  former  Borden 
CEO  Eugene  Sullivan, 
and  former  University 
of  Notre  Dame  adminis- 
trator James  Fnck — all 
are  Knights  of  Malta,  an 
elite,  secretive.  Catholic 
lay  order  that  counts 
O'Connor  as  its  spiiitual 
leader  in  the  U.  S. 

The  knights  trace 
their  histoi-y  back  some 
900  years,  to  a  band 
of  warrior-monks  who 
tended  to  the  injured 
during  the  Crusades. 
Though  the  order  has 


only  about  2,600  U.  S.  members,  several 
have  played  roles  in  recent  high-profile 
con^orate  meltdowns.  William  J.  Agee, 
ousted  in  Febioiaiy  as  ceo  of  Morrison 
Knudsen  Corp.,  is  a  member,  as  are  his 
wife,  Maiy  Cunningham  Agee,  and  at 
least  two  directors.  Lynch  and  head- 
hunter  Gerard  R.  Roche. 

The  boards  of  both  Grace  and  Morri- 
son Knudsen  have  come  under  fire  for 
not  living  up  to  their  duties  to  share- 


FULL-DRESS  CEREMONY:  The  order 
traces  its  history  to  the  Crusades 


holdei-s.  At  Monison  Knudsen,  the  bi 
was  widely  criticized  for  allowing 
company  to  deterioi-ate  for  years  witl 
replacing  a  poor-perfoiTning  ceo.  Grd 
board  was  criticized  as  being  too  <i 
with  the  Grace  family,  which  long 
joyed  rich  company-provided  perks.  . 
when  Bolduc  resigned  on  Mar.  2, 
sexual-harassment  allegations  he  dei 
the  boai'd  v/as  criticized  again  for  pa; 
out  $47  million  in  separation  benefit 
The  issue  in  these  situations  is 
religion;  nor  is  it,  per  se,  the  Knight  '.u 
Malta,  a  benevolent  group  devotee  ^ 
chai-itable  works.  Rather,  the  questio 
whether  such  close  ties  among  a 
work  of  influential  executives  have 
fected  business  decisions.  "What 
membership  mean?"  asks  acti\ist  sh 
holder  Robert  A.  G.  Monks.  "With  \t 
close  bonds  [as]  Knights  of  Malta, 
board  as  a  group  may  have  loyaltj 
themselves  instead  of  the  shareholde 
"SELECT  COMPANY."  Prominent  knig 
dot  the  business  lind  political  landsca] 
Lee  A.  lacocca,  a  knight  for  decades 
part  of  a  bid  by  investor  Kirk  Kerko]  '^^ 
to  take  over  Chrysler  Coip.,  whose  di  ^ 
tors  include  at  least  one  other  knigh 
foiTner  Health,  Education  &  Welfare  i 


THE  MALTESE  CONNECTION 

A  partial  corporate  directory  of  the  American  knights 


II  CI 
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MORRISON  KNUDSEN 


J.  PETER  GRACE 

Longtime  chairman 
will  resign  May  1 1 
J.P.  BOLDUC 
Former  CEO 
PETER  LYNCH 
Director 
HUGH  CAREY 
Executive 
ROBERT 

DiLENSCHNEIDER 

Public-relations 
counsel 


WILLIAM  AGEE 
&  MARY 
CUNNINGHAM 
AGEE 

Former  chairman 
and  CEO  and  his 
wife 

PETER  LYNCH 

Director 

GERARD  ROCHE 

Director 


LEE  lACOCCA 

Former  chairman 
JOSEPH  CALIFANO 

Director 


THEODORE  BLAC 

Former  CEO,  now 
director 
JOSEPH 
FLANNERY 

Director 

J.  PETER  GRACE 

Director  emeritus 
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try  Joseph  A.  Califano.  Other  knights 
ude  Domino's  Pizza  founder  Thomas 
laghan,  Chase  Manhattan  ceo  Thom- 
L.abrecque,  and  pubhc-relations  ma- 
Robert  DUenschneider,  who  counts 
Grace  as  a  client.  Well-known  col- 
lists  Michael  Novak  and  William  F. 
kley  Jr.  are  knights.  So  is  Senator 
2  Domenici  (R-N.  M.),  along  with  for- 
•  Cabinet  Secretaries  William  Simon 
Alexander  Haig. 

'he  knights  also  figure  prominently 
the  board  of  Ingersoll-Rand  Co., 
ch  recently  agi'eed  to  acquire  Clark 
lipment  Co.  Peter  Grace  is  a  director 
'ritus  at  Ingersoll-Rand,  and  knights 
lodore  Black  and  Joseph  Flannery 
re  on  the  board.  Former  Ingersoll- 
id  CEO  Thomas  A.  Holmes,  while  not 
light,  is  now  the  acting  CEO  at  Grace. 
n  Europe,  it  takes  four  generations 
oble  ancestry  to  become  a  knight.  In 
New  World,  though,  the  rules  for 
lission  are  somewhat  relaxed  by  ne- 
;ity.  Still,  being  inducted  is  a  big  deal, 
u're  joining  select  company,"  says  la- 
;a.  Knights  are  asked  to  make  regu- 
pilgi'images  to  I^ourdes,  a  holy  site 
Catholics,  and  to  be  active  volun- 
•s  in  charity  work.  Joining  "had  noth- 
to  do  with  business,"  says  recent  in- 
tee  Richard  Torrenzano,  former 
kesman  for  the  New  York  Stock  Ex- 
nge  who  now  runs  his  owti  ftrm.  "It 
.  an  opportunity  to  really  do  some- 
ig  substantial  for  people  in  need." 
;n  cozier?  But  to  some  critics,  the 
;s  between  knights  reinforce  com- 
nts  that  boards  are  too  frequently 
mmy,  nonconfrontational  clubs, 
hen  board  members  have  other  alle- 
ices  [tying  them]  together,  it  may 
ce  it  difficult  for  them  to  be  objective 
ioing  their  job  in  an  independent 
lion,"  says  Harvard  business  school 
lessor  Jay  W.  Lorsch.  The  problem 
lot  being  a  Knight  of  Malta,  Lorsch 
2S.  Rather,  any  common  membership 
m  exclusive  group  can  indicate  per- 
al  ties  between  some  directors  and 
CEO  that  should  be  pubhcly  dis- 
>ed.  "Public  shareholders  have  the 
it  to  know  what  the  connections  on 
t  board  are,"  Lorsch  says. 
>imon,  for  one,  would  Hke  to  see  the 
^hts  become  even  more  of  a  force: 
lere  is  a  close  bond  when  you  meet 
^hts  in  other  parts  of  the  U.  S.  [and] 
iously  a  camaraderie.  But  [we're]  not 
ilose  as  I'd  like  to  see."  In  the  board- 
m,  that  may  not  be  desirable.  Cleai'ly, 
ties  that  bind  the  knights  weren't 
)ng  enough  to  prevent  Bolduc  or  Agee 
n  losing  their  jobs.  But  the  camarad- 
i  instilled  by  the  Knights  of  Malta 
y  have  affected  the  speed  and  chat"ac- 
of  du'ectors'  decisions — and  that  may 
■e  cost  their  shareholders  dearly. 
By  Elizabeth  Lesly  in  New  York 


INTERVIEWS 


WE'RE  NOT  TRYING 
TO  BE  A  NICHE  CARRIER' 

CEO  Schofield  insists  USAir  can  be  a  viable,  national  airline 

barring  unforeseen  cir- 
cumstances. If  you  look 
at  first-quarter  results, 
you  can  see  a  significant 
improvement.  And  if 
you  focus  on  March, 
the  beginning  of  the 
strength  of  the  season,  I 
tliink  it  bodes  well. 

Q:  The  pilots'  conces- 
sions represent  U0%  of 
rsAir's  $2.5  billion  sav- 
ings goal.  Will  the  other 
unimis  provide  tJie  rest? 
A:  A  lot  of  time  has 
been  spent  on  the  allo- 
cation among  employee 
gi'oups.  Nearly  40% 
from  the  pilots  is  what 
the  labor  participants 
feel  is  fair.  So  the  an- 
swer is  yes. 


SCHOFIELD:  "A  sigyiificant  improvemenV 


Can  USAir  survive?  Chi  Apr.  13,  the  air- 
line's auditor,  kpmg  Peat  Marmck,  re- 
leased a  report  on  199^'s  results  that 
questioned  the  carrier's  jiroancial  viability. 
Six  days  later,  tJiough,  USAir  announced 
a  narrower-than-expected  first-quarter 
loss  of  $96.9  million  and  a  surprising 
profit  of  $I^2.2  million  for  March.  Wlmt's 
more,  the  canier  recently  has  ivrested 
concessions  from  its  pilots  and  is  nego- 
tiating givebacks  mth  other  unions.  Chi 
Apr.  19,  BUSINESS  week's  Christina  Del 
Valle  inter-viewed  CEO  Seth  E.  ScJiofield 
abmd  usAir's  prospects. 

Q:  Wliat  has  changed  since  the  auditors' 
report  was  written?  And  how  likely  is  a 
Chapter  11  bankruptcy  filing? 
A:  There  is  no  anticipation  of  a  bank- 
mptcy  filing.  At  the  end  of  the  fii-st  quar- 
ter, we  hafl  unrestricted  cash  in  excess  of 
$400  milUon.  And  we've  indicated  that 
at  yearend,  we  would  expect  to  get  at 
least  that  much  in  cash,  baning  unfore- 
seen circumstances  For  the  auditors 

to  be  comfoilable,  we  would  have  to  have 
all  of  the  labor  deals  completed  and  ap- 
proved, and  that  was  not  possible. 

Q:  Is  the  $400  million  enough  to  give  tlie 
coryipany  the  cushion  it  needs  to  can-y  it 
into  the  summer? 

A:  Yes,  based  on  forecasts  that  we  are 
looking  at  for  the  balance  of  the  year — 


Q:  How  will  you  com- 
pensate for  a  rise  in  fuel  costs? 
A:  We  have  a  higher  fuel  number  in  the 
budget  for  the  balance  of  the  yeai"  than 
what  we  experienced  in  Januaiy.  Our 
employee  productivity  for  March  on  a 
year-over-yeai"  basis  was  up  10.1%,  which 
is  very  significant.  We  have  1,700  fewer 
employees  than  we  had  a  year  ago.  Be- 
fore yearend,  I  expect  to  reduce  staffing 
by  between  1,200  and  1,500  employees. 

Q:  British  Airways  plc  has  been  patient 
with  its  [$300  million]  investment  [in 
USAir].  Will  it  invest  more? 
A:  In  the  short  tenn,  we  do  not  have  a 
need  for  new  capital.  After  we  take  deliv- 
ery of  eight  757s  this  year,  we  will  not 
have  any  new  deliveries  of  aircraft  in 
'96  or  '97.  With  respect  to  ba,  our  rela- 
tionship is  stronger  today  than  on  the 
day  we  signed  the  agi'eement.  ba  has 
seen  either  cost  reductions  or  revenue 
enhancements  in  the  $100  million  range. 
When  USAir  returns  to  profitability,  they 
intend  to  invest  more  money. 

Q:  Will  USAir  continue  to  be  a  national 
carrier? 

A:  We  want  to  be  the  prominent  airline 
from  the  East  Coast  to  any  place  in 
the  world.  We  can  do  that  ourselves  or 
through  our  alliance  with  British  Air- 
ways. We're  not  trying  to  be  a  niche 
canier. 


BUSINESS  WEEK  /  MAY  1,  1995  43 


News:  Analysis  &  Commentary 


INSURANCE 


BAHLING 

THE  LIVING  DEAD 

A  rash  of  fake  claims  has  insurers,  well,  sick  to  death 


Insurance  investigator  Diane  Kellner 
was  suspicious  at  once.  Last  fall,  a 
big  insurer  asked  her  and  associates 
at  First  Services,  based  in  Jericho, 
N.  Y.,  to  check  out  a  $10,000  life-insur- 
ance claim  involving  the  death  of  a  9- 
year-old  boy  in  a  taxi  accident  in  Mali. 
The  policy  was  new,  and  the  boy's  fa- 
ther, who  was  living  in  New  York,  said 
his  son  had  been  buiied  in  the  West 
African  nation  before  his  family  was  no- 
tified of  his  death.  In  Mali,  however,  an 
investigator  found  the  child  playing  in 
his  grandfather's  yard.  The  official  who 
signed  the  death  certificate  acknowl- 
edged that  he  had  been  paid  to  do  so 
and  had  never  seen  a  body.  "It's  a  sce- 
nario that  is  so  common — and  has  prov- 
en false  so  many  times,"  sighs  Kellner. 

Indeed,  life  insurers  are  up  in  arms 
over  the  latest  hot  insurance  scam: 
faked  deaths.  A  spokesman  for  the  Co- 
alition Against  Insurance  Fraud  says 
the  trade  group  has  noted  an  alamiing 
increase  in  anecdotal  reports  of  the 
swindles,  especially  those  involving 
deaths  staged  abroad.  The  reason,  says 
Sam  Lawi'ence,  an  independent  investi- 
gator based  in  Springfield,  Mo.:  "The 
profits  are  enormous,  and  usually  the 
chance  of  prosecution  is  small." 

It  also  has  become  an  easy  scam  to 
puU  off.  Desktop  publishing  systems  can 
churn  out  authentic-looking  copies  of 


death  certificates.  Plus,  officials  in  some 
Caribbean  and  African  countries  are 
happy — for  a  fee — to  hand  out  docu- 
ments showing  death  has  occiuTed.  Clos- 
er to  home,  one  investigator.  Miles  A. 
Hebding  of  Long  Beach,  Calif.,  says 
gangs  are  selling  what  appear  to  be  of- 
ficial Los  Angeles  County  certificates 
on  the  streets.  The  price:  between  $500 
and  $1,000  each. 

What's  more,  the  culprits  face  little 


KELLNER:  The  boy  on  this  death 
certificate  was  alive  and  well  in  Mo 


Scoping  Out  Scams 

The  telltale  signs  of  a  fraudulent 
life-insurance  claim 

DEATH  OCCURRED  OVERSEAS  In  places  such  as 
Haiti  and  Zaire,  political  turmoil  makes  in- 
vestigations difficult  and  false  death  certifi- 
cates often  are  easy  to  get. 

LACK  OF  PHYSICAL  EVIDENCE  Fake  claims  of- 
ten say  the  deceased  was  cremated.  Or  some 
beneficiaries  claim  unidentified  bodies  from 
foreign  morgues  and  use  their  burial  papers 
to  support  a  claim. 

PAPERS  PERFECTLY  IN  ORDER  Relatives  of 
someone  who  has  died  often  do  not  know 
what  paperwork  is  required  for  insurance.  A 
red  flag  is  raised  when  the  beneficiary  quick- 
ly provides  all  the  required  documentation. 


risk — so  far.  Insurance  antifraud  effo 
are  focused  on  more  traditional  chic; 
ery,  such  as  workers'  compensat: 
fraud.  Even  when  insurers  laur 
heavy-duty  investigations,  the  benefic: 
ies  they  nab  often  get  off  with  impun 
Just  ask  Michael  J.  Zanardi,  direc 
of  life  and  health  claims  at  State  Fa 
Insurance  Cos.  Last  year,  the  insu 
hii-ed  an  investigator  to  verify  the  de; 
of  a  policyholder  who  was  report  r 
killed  in  a  car  accident  while  visit 
his  homeland  of  Vietnam.  The  hosp: 
where  the  victim  supposedly  died  I  a 
no  record  of  the  incident,  and  the  de; 
certificate  turned  out  to  be  a  fake.  St 
Farm  passed  on  the  information  to 
state  where  the  man's  wife  had  m; 
the  claim,  but  no  charges  have  be' 
filed.  "When  there  is  no  actual  los 
the  insurance  company,"  Zanardi  saj 
"prosecutors  are  less  interested." 
EASY  MONEY.  That's  starting  to  chanj 
Last  yeai;  Massachusetts  Attorney  Gf- 
eral  Scott  Harshbarger  brought  t 
criminal  cases  involving  attempts  to  c 
lect  life-insui'ance  benefits  based  on  pit 
ny  death  claims.  Samson  Omosefunmi 
37-year-old  Fall  River  man  who  h 
been  scheduled  for  depoilation,  has  be 
sentenced  to  up  to  five  years  in  pris 
for  tiying  to  use  a  bogus  Nigerian  de; 
certificate  to  collect  on  a  $134,000  pol 
on  his  wife.  In  another  case,  Francois 
Maisonneuve  is  awaiting  trial  on  chai 
es  he  used  a  fake  Haitian  death  cert 
cate  and  burial  permit  to  try  to  colL 
on  a  $100,000  policy  on  his  brother. 

Meanwhile,  cases  involving  far  mc 
money  are  coming  to  light.  In  Man  m 
■■■■  San  Diego  police  arrested 
year-old  Samuel  Allen  for  tiyi 
to  collect  nearly  $2.2  million 
insiu-ance  benefits  on  the  death 
his  brother,  Steven.  Trouble  w; 
Allen  didn't  have  a  brother 
all.  To  get  the  poHcies,  he  alk 
edly  sent  in  his  medical  recor  le 
with  the  name  changed.  And  1  sji 
Ms  claim,  Allen  also  allegedly  h 
I)ut  together  a  fi-audulent  obit 
ar-y,  proof  of  death,  and  poli  ^ 
report.    "It    was    very  w 
planned,"  says  Kim-Thoa  Hoar  idj 
deputy  district  attorney  for  S  jis 
Diego  County.  Allen  is  pleadi 
not  guilty  to  the  charges. 

As  the  scams  proliferate 
insurers  are  playing  catch-ufc; 
Meanwhile,  the  crooks  are  ma 
ing  a  killing. 

By  Amy  Bam 
in  Washingti 
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ATES 


INALLY,  HUMAN  RIGHTS 
9R  MOTORISTS 

itor  vehicle  departments  test  a  new  concept:  Service 


!  employees   "were  fnendly  and 
I  ned  gmuiriely  happy  to  he  doing  Uieir 
; . . .  the  wait  was  minimal.  Thank 

n  far  a  most  positive  experience  " 

— Letter  to  Connecticut's 
Department  of  Motor  Vehicles 

Iardly  the  kind  of  feedback  you 
would  expect  to  hear  about  the  old 
state  DMV.  Traditionally,  long  lines, 
[y  staff,  and  an  abyss  of  red  tape 
e  made  visiting  these  agencies  a 
t  itmare  for  drivers.  However,  under 
ncial  pressure  to  cut  costs  and  polit- 
pressure  to  reengineer  government, 
I  ''s  are  remaking  themselves  in  the 
'  ge  of  private  enterprise,  as  service 
inesses  whose  aim  is  to  keep  costs 
I  and  the  customer  happy, 
j  Connecticut's  kinder,  gentler  dmv  is  a 
I  d  example.  Forced  to  close  eight 
nches,  the  agency  asked  shopping 
Is  to  provide  15  rent-free  offices. 
.1  developer's  figured  the  dmvs  would 
rease  traffic  to  their  stores  and 
eed.  The  state  is  eking  out  savings 
other  ways  as  well:  Connecticut 
erican  Automobile  Assn.  offices  now 
vide  photo  licensing  at  no  cost  to 
state,  and  companies  such  as  Gen- 
1  Electric  Co.  and  Aetna  Life  & 
sualty  pay  for  dmv  clerks  to  make 
ular  visits  to  their  offices  to  serve 
ir  employees.  The  agency  bought 
i  rebuilt  three  used  buses  to  travel 
the  companies  and  other  locations. 


NO  MORE  DMV  HELL 


How  states  are  "reengineering" 
departments  of  motor  vehicles 

KIOSKS  California  and  Virginia 
will  try  ATM-style  machines  at 
which  drivers  can  order  plates  and 
renew  registrations.  Oregon,  Geor- 
gia, and  Massachusetts  have  put 
offices  in  malls. 

MOBILE  UNITS  Florida  and  Con- 
necticut run  mobile  dmv  offices  to 
serve  big  companies. 

DMV-TV  Time  Warner  is  talking 
with  some  states  about  creating  an 
interactive  cable  channel  on  which 
drivers  could  call  up  their  records, 
renew  registrations,  and  take  writ- 
ten driving  tests. 

PHOTOGRAPHIC  IMAGING  Many 
states  are  switching  to  digital 
license  pictures,  which  can  be 
stored  in  computers  so  renewals 
can  be  done  by  mail. 

The  result:  With  250  fewer  employees, 
Connecticut  has  22  more  outlets  than 
before — and  is  saving  $7.5  million  annu- 
ally, says  DMV  Commissioner  Michael 
W.  Kozlowski. 

Wherever  possible,  states  are  fanning 
out  DMV  business  to  save  money.  Illi- 


nois and  Oregon,  among  others,  allow 
auto  dealers  to  register  new  cars  on 
site  when  they're  sold.  In  Arizona, 
where  dmv  division  director  Russell 
Pearce  says  his  wife  was  once  aft-aid  to 
tell  people  where  he  worked,  the  state 
made  $40  million  partly  by  creating  life- 
time licenses.  These  cost  up  to  $25,  vs. 
$7  for  the  foui-year  licenses,  but  needn't 
be  renewed  until  age  60. 


MALL  PIT  STOP: 

Now,  you  can  re- 
new your  license 
on  a  lunch  break 


New  technology 
also  is  helping  pull 
the  agencies  out  of 
the     Dark  Ages. 

  In  Massachusetts, 

where  the  DMV  was  notorious  for  not 
answering  the  phone,  reforms  such  as 
interactive-phone  banks  and  credit-card 
fee  payments  have  streamlined  the  pro- 
cess. Now,  speeding  tickets  can  be  paid 
on  the  spot — by  punching  a  credit-card 
number  into  a  cellular  phone. 

Other  innovations  are  on  the  way. 
Some  states  now  use  digital  photo-imag- 
ing for  license  pictures,  so  photos  can  be 
stored  on  computers.  That  way,  dmvs 
can  renew  or  replace  lost  licenses  by 
mail.  Florida  and  other  states  are  talk- 
ing to  Time  Warner  Inc.  about  creat- 
ing an  interactive  cable  channel  that 
would  provide  information  and  testing 
for  written  driving  tests  and  allow  view- 
ers to  call  up  records,  outstanding  tick- 
ets, and  renewal  times.  Using  infoiTna- 
tion  provided  by  the  channel,  residents 
also  could  pay  fees  electronically  or  by 
touch-tone  phone. 

NOTHING  PERSONAL.  In  fact,  doing  busi- 
ness with  some  dmvs  soon  may  be  as 
easy  as  using  a  bank  card.  Virginia, 
Washington,  and  California  are  planning 
to  roll  out  ATM-style  kiosks  made  by 
the  likes  of  at&t  and  IBM  where  drivers 
can  transact  dmv  business.  Eventually, 
licenses  may  have  magnetic  strips  like 
credit  cards  that  can  be  swiped  thi'ough 
a  machine  to  verify  information.  The 
goal  of  such  changes,  says  Massachu- 
setts Registrar  of  Motor  Vehicles  Je- 
rold  A.  Gnazzo,  is  "to  never  see  the 
customer  again." 

In  the  meantime,  though,  the  dmvs 
claim  that  customer  satisfaction  is  way 
up.  Partly,  officials  say,  that's  because 
employees  themselves  are  more  pleas- 
ant, since  their  workloads  are  lighter. 
Plus,  waits  in  hne  often  are  way  down. 
Just  ask  Chicago  lobbyist  Mark  Pufundt, 
who  remembers  taking  a  25-minute 
drive  on  his  lunch  break  to  spend  two 
hours  getting  new  plates.  "Me  and  half 
the  world  who  got  there  ahead  of  me 
would  stand  in  line,  and  then  wait  in 
line  No.  2,  and  then  hne  No.  3,"  he  re- 
calls. No  more.  Pufundt  recently  pur- 
chased his  new  plates  in  less  than  five 
ininutes  using  a  touch-tone  phone.  Now, 
that's  reengineering. 

By  Pa7n  Black  in  New  York 
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MARKETING 


EHRA-STRENGTH 
ASPIRATION 

Can  Bayer's  new  owners 
expand  the  market? 

Bayer  AG,  the  giant  German  drug- 
maker,  spent  75  years  tiying  to  win 
back  the  rights  to  its  name  in  the 
U.  S.  Last  September,  it  finally  recap- 
tured its  American  trophy,  paying 
SmithKline  Beecham  $1  billion  for  the 
business  stripped  from  it  after  World 
War  I.  German  executives  were  jubilant. 
But  oh,  what  a  headache. 
Bad  enough  that  the  Bayer  brand's 
U.  S.  sales,  battered  by  generic  rivals, 
fell  8%  last  year  to  $110  million.  But 
aspirin  products  all  ai-e  fighting  to  keep 
market  share  fi'om  Tylenol,  Advil,  and 
other  nonaspirin  remedies.  SupeiTnar- 
ket  sales  of  flagship  Genuine  Bayer  As- 
pirin slipped  fi'om  $42.4  million  in  1990 
to  $28.1  million  last  year,  according  to 
A.  C.  Nielsen  Co.  (chart). 

Now,  Bayer  is  launching  its  own  ver- 
sion of  pain  relief:  a  $40  million  mai'ket- 


ing  campaign,  including  televi 
sion  ads  set  to  debut  on  Apr. 
21.  That's  a  83%  hike  over  last 
year's   spending.   "We  are 
ready  to  fight  back,"  says 
Klaus  Kluthe,  a  consumer 
care  executive  at  Bayer  head- 
quarters in  Leverkusen,  GeiTnany. 

The  new  ads,  aimed  squarely  at 
aging  baby  boomers,  take  a  two 
pronged  approach.  TV 
spots  for  Extra  Strength 
Bayer — featuring,  for  ex- 
ample, an  older  father 
painlessly  horsing  around 
with  his  young  son — vrill 
stress  efficacy.  Mean- 
while, a  print  campaign 
for  Aspirin  Regimen 
Bayer,  which  debuted  in 
February,  plugs  aspiiin's 
abihty  to  ward  off  heart 
attacks  and  strokes. 
EROSION.  With  such  tactics,  Bayer  hopes 
to  double  its  U.  S.  market  share  to  be- 
tween 8%  and  10%  by  2000.  That  may 
be  a  tall  order.  "I  can  see  them  turning 
this  around.  I  can't  see  them  making  it 
a  top  brand,"  says  Samuel  D.  Isaly,  a 
partner  at  health-care  research  firm 
Mehta  and  Isaly.  Bayer's  push  to  sell 
aspirin  as  a  heail-attack  fighter  is  chan- 
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cy,  say  critics,  because  g  ^ 
ting  consumers  to  t 
a  preventative  typicj 
is  harder  than  sell: 
them   a  remedy 
a  problem  they 
ready  have. 

Even  if  Bai 
succeeds  in 
^       panding  the  m 
w    ket  for  aspii  i 
^  **W  it  will  contiiM! 
to  be  hurt 
^  private-lat 
products  ti 
W  sell  for  one-th 
the  price.  Ba^ 
says  it  will  res 
slashing  prices 
W      buy  market  shai*e. 
YEARS  ENDED        also  will  introduce  n 
W  formulations:  An  as 
rin/sleep  aid  combination,  for  one, 
coming  this  summer. 

Bayer's  big  edge:  After  100  years 
use,  it  has  nearly  imiversai  name  reo 
ration.  Analysts,  furthennore,  say  1 
U.  S.  operations  generate  plenty  of  ca 
For  the  boost  to  its  coi"porate  ego,  t 
may  be  one  headache  Bayer  can  affo 

By  Mary  Kuntz  in  New  York, 
bureau  reports 


TOURISM 


THE  TRAVEL  BUCK 
STOPS  HERE 

A  weak  dollar  is  making  the 
U.S.  a  hot  spot  for  vacationers 

America,  give  a  warm  welcome  to 
Naomi  Sasaki.  The  27-year-old  To- 
kyo resident  will  spend  six  days  in 
Oahu  this  July,  and  she  plans  to  bring 
her  wallet.  She'll  lay  out  perhaps  $3,700 
for  food,  transportation,  and  clothes  for 
her  toddler  and  a  sm-fboaixl  for  her  hus- 
band. "It's  lucky  that  the  yen  is  strong 
now,"  she  says. 

Summer  is  coming,  and  so  are  the 
Japanese.  And  the  Germans,  and  many 
others.  With  the  doUai-  near  all-time  lows 
vs.  the  yen  ;ind  the  mai'k,  the  U.  S.  toui-- 
ism  industry — everyone  from  Denver 
dude  ranchers  to  helicopter  flight  opera- 
tors out  of  Juiieau,  Alaska — is  expect- 
ing a  boom  season.  "This  will  be  the  best 
summer  in  the  history  of  Best  Western 
without  question,"  says  Thomas  Waffle, 
director  of  North  American  reservations 
at  the  3,400-hotel  chain,  whose  advance 
summer  reservations  are  up  by  14%. 


Los  Angeles  is  bracing  for  a  flood  of 
foreign  visitors.  The  riots  of  1992  and 
last  year's  Northridge  eaithquake  com- 
bined to  severely  dampen  Japanese 
travel  to  Southern  California.  Now, 
though,  tour  operators  report  that  May 
and  June  bookings  to  the  city  by  Japa- 
nese travelers — who  spend  50%  more 
than  Americans — are  up  15%  fi-om  last 
year;  bookings  for  July  through  Sep- 
tember are  up  10%.  At  the  Universal 
Studios  Hollywood  theme  pai'k,  the  Jap- 
anese-visitor count  this  Mai'ch  was  more 
than  50%  higher  than  a  yeai'  ago. 

GeiTnan  visitoi-s,  meanwhile,  are  wing- 
ing westward.  In  Washington,  GeiTnan 
touiism  has  increased  52%-,  to  172,000  in 
1994,  from  five  yeai-s  ago.  German  travel 
companies  are  predicting  an  overaU  in- 
crease of  5%  to  10%  in  Germans  vaca- 
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BIG  SPENDERS 


WHAT  TOURISTS  FROM  OVERSEAS 
SPENT  IN  THE  U.S.  IN  1993 
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tioning  in  the  U.  S.  For  now,  the  cro 
from  Gennany  and  Japan  may  be  1: 
anced  by  fewer  visitor  from  Mexico  s  Vi 
Canada,  whose  cuirencies  have  we; 
ened  against  the  dollar-.  In  the  long  r 
though,  'it  wiU  be  a  positive  net  impac 
says  Greg  Farmer,  Commerce  Unc 
Secretai'y  for  Travel  &  Tourism,  sii 
German  and  Japanese  tourists  tend 
return  once  they've  visited  the  U.  S. 
CHEAP  GAS.  Dollar-  woes  haven't  mi 
curbed  Americans'  appetite  for  forei 
adventure:  The  Eui-opean  Ti'avel  Co 
mission  is  expecting  8.7  milUon  Am«  in 
can  travelers  this  year,  and  the  U, 
State  Dept.  expects  to  issue  a  recc 
number  of  passports.  Trafalgar-  Tou 
a  London  company  that  speciaUzes 
Eui-opean  bus  toui-s,  says  this  summt 
bookings  from  Americans  are  up  2( 
over  last  year. 

But  many  Americans  will  stay 
home,  too.  Gasohne,  at  an  average 
$1.13  a  gallon,  is  reasonable,  and  a 
hnes  have  plenty  of  unsold  seats.  Ur 
ed  Ail-lines  Inc.  says  advance  U.  S.  ti 
et  sales  for  the  summer  are  up  5%  fr 
1994 — but  adds  that  capacity  is  up 
to  4%'.  Come  July,  Sasaki  will  have  pi 
ty  of  company  on  Oahu's  beaches. 

By  Nanette  Byrnes  in  Los  Angel 
ivith  Hirorni  Uchida  in  Tokyo  a 
bureau  reports 
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THE  PILOTS  BLOCK  DELTA'S  FLIGHT  PATH 


STONCO.  BRASS 
rS  THE  ROAD 

LON  BANK  HAS  SUFFERED 

;her  blow  in  its  push  to 
>me  a  money-management 
erhouse.  On  Apr.  19,  the 
top  executives  at  its  Bos- 
Co.  asset-management 
,  including  President  Des- 
id  Heathwood,  resigTied. 
y  say  they  plan  to  launch 
r  own  investment  firm, 
exodus  follows  Mellon's 
ction  of  a  buyout  offer  by 
thwood — his  second  since 
I.  And  it  caps  a  history 
lisputes  over  compensa- 
and  control  since  Mellon 
1  $1.5  billion  for  the  unit 
992.  A  major  source  of 
don,  say  insiders:  the  fii'- 
of  two  Boston  Co.  traders 
year  following  $130  mil- 
in  derivative  losses.  Mel- 

>DMPED  BACK  UP 

prices'  roller-coaster  ride 
rt  over.  The  U.N.  Security 
uncil's  offer  to  allow  limit- 
oil  sales  by  Iraq  sent 
ide  prices  tumbling  5%  on 
r.  13.  But  contracts  spurt- 
back  up  on  Apr.  18,  after 
ddam  Hussein  snubbed 
J  plan.  More  upside  could 
in  store.  With  oil  prices 
nominated  in  weak  dollars, 
mand  in  Europe  and  Asia 
s  been  surging.  Plus,  the 
nton  Administration's 
igh  line  on  Iran  already  is 
using  big  buyers,  such  as 
<on  and  Mobil,  to  scramble 
supplies  elsewhere. 
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Ion  faulted  Boston  Co.,  but 
Heathwood  is  said  to  have 
beheved  Mellon  should  have 
shared  the  blame.  Heath- 
wood, whose  team  brought  in 
most  of  Boston  Co.'s  assets 
under  management,  did  not 
return  calls.  Mellon,  which 
also  has  lost  key  personnel 
at  its  Dreyfus  mutual-fund 
unit,  cited  "significant  philo- 
sophical differences  between 
Mr.  Heathwood  and  us"  in 
explaining  the  exodus. 


THE  CLINTON  ADMINISTRATION 

trade  warriors  are  wielding 
some  big  clubs  to  force  Ja- 
pan to  open  its  market  for 
autos  and  auto  parts.  The 
most  recent  round  of  negotia- 
tions ended  on  Apr.  18  with 
no  breakthroughs.  Now,  Ad- 
ministration sources  say  the 
U.  S.  will  slap  extraordinaiy 
100%  punitive  tariffs  on  Jap- 
anese luxury  cars  imported 
from  Asia  if  Tokyo  doesn't 
make  concessions.  Officials 
also  are  weighing  tariffs  on 
Japanese-made  parts.  Japa- 
nese negotiators  say  they  will 
pull  out  of  talks  if  the  U.  S. 
continues  to  threaten  trade 
sanctions. 


EXECUTIVE     PAY  DROPPED 

from  the  stratosphere  in 
1994,  but  it's  still  in  the  Clin- 
ton Administration's  sights. 
Labor  Secretary  Robert 
Reich,  in  an  Apr.  21  speech, 
is  e.xpected  to  lambaste  the 
widening  compensation  gap 
between  companies'  top  ex- 
ecutives and  workers  as  evi- 
dence of  "the  breakdown  of 
the  coii^orate  contract."  Most 
companies,  he  says,  aren't 
sharing  the  fruits  of  rising 
productivity  with  their  em- 
ployees. The  speech  contains 
no  proposals  to  limit  ceo  pay, 
but  Reich's  musings — such  as 
last  fall's  speech  on  "corpo- 


There's  turbulence  ahead 
for  Delta  Air  Lines.  A  year 
into  a  three-year  program 
to  trim  operating  costs  by 
$2  billion.  Chief  Ex- 
ecutive Ronald  Al- 
len has  made 
great  progress.  i 
He  has  cut  I 
10,000  jobs,  ex-  I 
perimented  with 
ticketless  flying, 
slashed  agents'  com- 
missions, outsourced  data 
processing,  and  agi'eed  to 
share  routes  with  foreign 
airlines.  By  June  30,  the 
savings  will  be  $1.2  billion. 

But  on  one  vital  issue — 
cutting  pilot  costs — Allen 
has  hit  a  wall.  Delta  aims 
to  cut  $340  million,  but 
there  has  been  little  head- 
way since  October.  The 
two  sides  still  are  "hun- 


rate  welfare" — often  signal 
future  Clinton  initiatives. 


BANK  LENDING: 
NEW  RULES-AGAIN 

AFTER  NEARLY  TWO  YEARS  OF 

debate,  regulators  on  Apr.  19 
unveUed  new  Commimity  Re- 
investment Act  regulations  to 
streamline  supervision  of 
bank  lending  in  inner-city  and 
naral  areas.  Earlier  vei'sions 
had  di-awn  fii-e  from  bankers, 
and  one  of  the  most  contro- 
versial provisions,  requiring 
banks  to  report  small  busi- 
ness loans  by  race  and  gen- 
der, has  been  cut.  This  is  un- 
likely to  be  the  last  word. 
Republicans  have  proposed 
bills  to  exempt  small  banks. 

THE  FCC  AUCTION 
CAN  PROCEED 

TELEPHONE  ELECTRONICS  IS 

backing  down.  On  Apr.  18, 
the  rural  phone  company 


dreds  of  millions  of  dollars 
apart,"  says  Harry  C.  Al- 
ger, operations  vice-presi- 
dent. So,  on  Apr.  17,  Delta 
asked  a  federal  me- 
diator to  help  re- 
^  solve  things. 
1^      Pilots  say  Del- 
H  ta  is  turning  out- 
V  side  only  because 
W  it  fears  running 

behind  on  internal 
cost-cutting  goals. 
"We're  not  at  an  impasse, 
we're  not  at  a  stopping 
point,  we're  not  at  a  face- 
off,"  says  Cameron  Foster, 
communications  chairman 
for  Delta's  Air  Line  Pilots 
Assn.  The  pilots  say  they'll 
cut  pay  but  want  stock  and 
a  board  seat  in  return.  So 
far,  Allen  isn't  offering 
either. 

By  David  Gh^eising 


withdrew  a  suit  that  had 
blocked  the  Federal  Commu- 
nications Commission's  auc- 
tion of  vrireless  phone  licens- 
es. TEC  had  challenged  i-ules 
that  kept  it  out  of  the  next 
round  of  bidding,  resei-ved  for 
small  business,  minorities, 
and  women.  But  now  tec  is 
getting  what  it  really  wanted: 
a  deal  with  a  group  that  in- 
cludes AirTouch,  U  S  West, 
Bell  Atlantic,  and  Nynex  will 
allow  it  to  build  PCS  systems 
where  it  already  provides  lo- 
cal service. 

ETCETERA... 

B  Sallie  Mae  dissidents  will 
meet  investors  on  Apr.  20  in 
their  push  for  board  seats. 

■  Time  Warner  will  sell  51% 
of  Six  Flags,  whose  CEO, 
Robert  Pittman,  is  quitting. 

■  DreamWorks  skg  won  a 
$300  million  investment  from 
Korea's  Lee  family. 

■  Pacific  Telesis  will  pay 
$120  million  for  Cross  Coun- 
try, a  wireless-cable  outfit. 


REICH  VS. 
EXECUTIVE  PAY 


CLINTON  TURNS  UP 
THE  HEAT  ON  JAPAN 


Don't  you  wish 
we  could  just  do  this  to  CFCt 
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In  a  way  we  can— 
if  we  cool  our  buildings  with 
natural  gas. 

Natural  gas  absorption 
cooling  equipment  cools  with' 
water,  rather  than  with  CFCs, 
which  deplete  the  ozone  laye 

It  also  has  fewer  moving 
parts  than  conventional  cooli 
systems,  which  means  mainte' 
nance  costs  are  lower. 

And,  becau,se  it  costs 
much  less  to  operate,  it  cuts  th  .j 
energy  costs  of  cooling— by 
up  to  50%. 

There's  another  big  benef 
too.  It  saves  electricity  during 
the  heat  of  the  summer,  when 
demand  is  at  its  highest. 

As  a  result,  we  can  help 
< )ur  cities  avoid  brownouts. 
And  help  reduce  the  need  for 
power  plants.  Best  of  all,  we 
can  help  America  balance  the  m 
use  of  its  energy  resources 

No  doubt  about  it,  natural 
uas  is  a  high-tech,  low-cost 
way  to  keep  cool  without 

<  ;fcs. 

It's  a  cool  way  to  help  savA;).^ 
( )ur  ozone  layer,  too. 
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Clean,  economical  natural  gas.  Think  what  we'll  save: 


'ashington  Outlook 
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LINTON  HAS  WOMAN  PROBLEMS. 
0.  IT'S  NOT  WHAT  YOU  THINK 


kill  Clinton  likes  to  talk  about  the  strong  women  in  his 
[life — his  wife,  mother,  and  gi'andmother.  He  has  depend- 
'ed  on  another  female  source  of  strength  as  well:  the 
nan  voter.  In  1992,  Clinton  won  the  Presidency  by  winning 
more  female  support  than  did  George  Bush. 
Since  early  in  his  Presidency,  though,  Clinton's  approval 
ngs  among  women  have  slipped.  White  House  political 
isers  worry  even  more  about  another  phenomenon:  Wom- 
who  vote  more  Democratic  than  men,  stayed  home  in  the 
4  congressional  elections.  Exit  polls  showed  that  51%  of 
4  voters  were  female, 
m  from  54%  in  1992. 
Such  slumping  turnout — 
pled  with  strong  male 
port  of  RepubUcans — led 
,he  GOP  takeover  of  Con- 
ss.  Democratic  pollster 
inda  Lake  argues  her 
ty  must  now  pay  as 
;h  attention  to  these  "am- 
ilent  women"  as  to  "an- 

white  men."  Says  Lake: 

1994,  if  women  were  as 
husiastic  for  Democrats 
men  were  for  Republi- 
s,  then  Democrats  would 
e  won  the  House  and  Senate." 

DEN  GAINS.  Anti-Clinton  sentiment  was  a  big  reason  for 
i  lethargy,  and  the  White  House  is  working  on  a  pitch  it 
'Bs  will  energize  females  in  time  for  1996.  Chntonites  say 
t  battles  over  deficit  reduction  and  trade  masked  such 
IS  as  new  money  for  breast-cancer  research.  "We  didn't 
nd  enough  time  reinforcing  a  message  that  resonates 
h  women,"  says  White  House  aide  Alexis  M.  HeiTnan. 
)ne  target:  women  who  are  telling  pollsters  that  Clinton 
a't  keep  his  promise  to  help  them  in  their  stinggles  to 
e  their  families.  The  polls  say  the  failure  of  health-care  re- 


fonn  angered  women  more  than  it  did  men.  Also,  women  are 
more  pessimistic  about  the  economy.  While  men  focus  on 
taxes  and  the  deficit,  women  worry  about  jobs  and  income 
stagnation,  sui'veys  show. 

So,  the  White  House  is  trying  to  appeal  to  struggling 
women.  Chnton  talks  about  the  burdens  families  cany  and 
how  his  proposed  child  tax  credits  and  job-training  gi'ants  will 
help.  He  has  proposed  a  minimum-wage  hike,  noting  that 
two-thirds  of  minimum-wage  earners  are  women.  And  he 
hopes  attacks  on  the  GOP  for  "heartlessness"  in  attempts  to 

overhaul  welfare  and  child- 


CLINTON'S 
ERODING  EDGE 


nutrition  programs  will 
strike  a  chord  with  females. 

The  strategy  may  be  pay- 
ing off.  Clinton's  ratings 
among  women  have  tumed 
up  recently.  Aides  hope  he'll 
win  more  points  by  lighting 
for  Surgeon  General  nomi- 
nee Henry  Foster,  who's  un- 
der GOP  fii'e  for  doing  abor- 
tions. The  White  House 
even  sees  a  silver  lining  in 
the  affirmative  action  de- 
bate. Polls  show  such  pro- 
grams are  more  popular 
with  voters  overall  when  they're  seen  to  be  helping  women 
rather  than  minorities.  And,  says  White  House  Deputy  Chief 
of  Staff  Harold  M.  Ickes:  "What's  been  overlooked  in  the 
debate  is  how  strongly  women  feel  about  affu-mative  action." 

Yet  while  affirmative  action  may  be  popular  with  Clin- 
ton's strongest  supporters — college-educated  women— it  holds 
little  sway  over  female  swing  voters,  homemakers  and  non- 
college-educated  women.  Chntonites  think  they  too  can  be 
won  over.  Perhaps.  But  if  he  can't  shore  up  the  constituency 
that  won  foi'  him  in  1992,  his  hopes  for  1996  could  be  dashed. 

By  Suscm  B.  Garland  in  Washi7igto7i 


PERCENT  Of  RESPONDENTS  WHO 
^  SAID  THEY  APPROVED  OF  PRESIDENT 

CLINTON'S  PERFORMANCE 
Ql  1  1  1  1 

4/93     12/93     4/94      8/94  4/95 

DATA;  TARRANCE  GROUP,  LAKE  RESEARCH 


CAPITAL  WRAPUP 


QMORE  FREE  AIR 

Republicans  are  looking  in  some  un- 
:pected  places  for  cash  to  pay  for 
leir  proposed  tax  cuts.  The  GOP-con- 
olled  Congress  wants  to  require 
•oadcasters  to  cough  up  unspecified 
ervice  fees"  for  use  of  new  space  on 
16  pubhc  airwaves.  The  provision  is 
irt  of  a  major  revision  of  the  nation's 
immunications  laws  set  for  Senate 
:tion  next  month.  House  leaders  also 
ick  the  fee  for  use  of  space  originally 
■t  aside  for  high-definition  television, 
andwidth  for  hdtv  is  unneeded  now 


that  the  industry  is  leapfrogging  to 
digital  TV,  which  hogs  less  spectrum. 
Broadcasters  say  they're  willing  to 
pony  up  millions  in  service  fees — if  it 
means  escaping  paying  the  $10  billion 
to  $100  billion  that  critics  say  the  air- 
waves would  fetch  on  the  auction 
block.  The  Treasury  has  raked  in  near- 
ly $9  bilhon  from  other  spectrum  auc- 
tions in  the  last  year. 

PLYING  PRYOR 

►  Faced  with  mounting  Democratic  re- 
tirements on  Capitol  Hill,  the  White 


House  is  pressuring  Senator  David  H. 
Pryor  (D-Ark.)  to  run  for  a  fourth 
term  next  year.  The  push  comes  from 
fellow  Arkansans  President  Clinton 
and  his  senior  adviser,  Thomas  F. 
McLarty  IIL  Piyor,  who  suffered  a 
heart  attack  four  years  ago,  looks  hke 
a  shoo-in  for  reelection.  But  he  is 
wavering  on  whether  to  make  another 
run  because  of  health  concerns.  Demo- 
crats fear  that  his  seat  is  at  risk  if  he 
leaves.  With  four  Democratic  senators 
already  calling  it  quits,  the  GOP  could 
win  a  filibustei'-proof  majority  of  60  in 
1996. 
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Ill  formation  niaiiagenient 
isn't  just  processing  3  million  voice 
messages  every  day. 

In  fo  nil  at  io  i i  m  m  lagern  en t 
also  helps  Tom  Welch  confirm  that 
the  big  deal  went  through. 


luformation  man agem en t 
isn't  just  processing  over  10  million 
emergency  phone  calls  a  year. 


Information  management  also  makes 
sure  Carol  Boyd's  daughter  gets  the 
medical  treatment  she  needs. 


Information  ■management 
isn't  just  processing  10  billion  checks  a  year. 


In  formation  management  also  confirms  that  the 
Premba  Design  check  cleared  today. 


I II  form  at  i(  in  management  isn't  just 
processii\g  millions  of  reservaticjns  for 
140  of  the  world's  airlines. 

Injormat ion  iini  n/igriimnt  also  tracks  every  leg  of 

Richarrl  Wtjng's  trip— even  across  several  airlines. 


xdinary 
data  processing 


vs. 


Unisys 
information  management. 

The  difference  between 
sight  and  insight. 


If  you  need  to  do  information 
icessing,  there  are  a  lot  of  compa- 
ss out  there  ready  to  talve  your 
ney.  When  they're  done,  you  may 
;n  be  able  to  process  invoices  faster, 
d  that's  important. 

But  if  you  wish  that  all  the 
ormation  you  collect  every  day 
ild  make  your  company  more 
nipetitive-and  could  be  used  to 
ip  serve  customers  better-there's 
[y  one  real  choice:  Unisys. 

We're  the  information  management 


company.  We  help  companies  apply 
information  technology  and  services  to 
compete  effectively  and  respond  with 
agility  to  emerging  customer  needs. 
That's  what  we  call  CUSTOMERIZE. 

To  us,  information  processing  is 
the  beginning  of  the  job,  not  the  end. 
We're  committed  to  understanding 
your  business  and  your  long-term  goals, 
so  we  can  help  you  manage  information 

UNiSYS 


in  totally  new  ways.  Which  gives  you 
a  powerful  new  strategic  weapon. 

Sure,  we  sell  information  technology 
and  services.  But  our  real  business  is 
turning  information  into  management 
insights  that  will  help  you  attract  and 
retain  customers.  And  the  value  of 
that  should  be  easy  for  anyone  to  see. 

For  more  information,  or  to  receive 
your  own  "Guide  To  Information 
Management"  facts  kit,  reach  us  on  the 
Internet  at  http;//www. unisys.com/adv 
orcalll-800-874-8647,  ext.  221. 


GERMANY 


SIEMENS 
SHAPES  UP 

So  long,  plodding  perfectionism.  Hello,  aggressiveness 


For  Wolfgang  Kniipfer  and  his  11 
subordinates,  it  was  a  nerve-rack- 
ing ordeal.  Seated  at  a  conference 
table,  the  52-year-old  Siemens 
manager  listened  for  two  hours  while 
staffei-s  critiqued  his  performance.  Shak- 
ing off  theii-  fear  of  offending  their  boss, 
they  ui'ged  him  to  make  decisions  faster 
and  improve  his  rapport  with  employ- 
ees. Says  Kniipfer,  who  runs  X-ray  tube 
production  and  development;  "I  realized 
they  thought  I  was  a  bit  authoritarian." 

It  was  hardly  a  typical  encounter  be- 
tween a  Gennan  executive  and  his  em- 
ployees. .  But  Kniipfer  survived.  Now, 
after  a  session  with  the  company  psy- 
chologist, he's  learning  how  to  manage 
differently.  He  gives  more  positive  feed- 
back and  acts  more  decisively.  His  11 
staffers  have  since  been  critiqued  by 
their  employees,  and  soon,  such  bottom- 
up  reviews  will  be  expanded  thi'oughout 


the  $60.4  billion  company.  It's  all  part  of 
an  upheaval  in  Siemens'  stohd,  hierarchi- 
cal, and  veiy  Gemnan  coiporate  cultm-e. 

Step  inside  the  new  Siemens.  After 
nearly  a  decade  of  hit-or-miss  efforts  to 
speed  product  development  and  restruc- 
ture, Siemens  has  finally  shed  its  plod- 
ding perfectionism.  Gone  are  the  endless 
meetings,  the  aimless  research,  the  fear 
of  taking  risks.  Now,  a  new  generation 
of  managers  is  fostering  cooperation 
across  the  company:  They  are  setting  up 
teams  to  develop  products  and  attack 
new  markets.  They  are  tiying  hiking 
expeditions  and  weekend  workshops  to 
spur  ideas  and  new  work  methods. 

Siemens'  brass  call  it  a  cultm-al  revo- 
lution. There's  a  new  emphasis  on  rev- 
ving up  innovation  and  pleasing  the  cus- 
tomer. "It's  a  completely  different  way 
of  thinking,"  says  Siemens  Chief  Execu- 
tive Heinrich  von  Pierer,  54.  The  re- 


RUSH  JOB:  Given  free  rein,  Kurt 
Krause's  team  eyigineered  a  machi 
tool  system  in  record  time 


suit:  a  different  approach  to  produ( 
everything  from  hearing  aids  to  po 
plants.  "This  is  exactly  what  we  nei 
he  says.  "People  are  no  longer  afi 
to  speak  out  with  an  idea." 

Von  Pierer  is  cleai'ly  the  guiding  f( 
(table).  Since  taking  the  helm  in  1992 
has  shuttered  factories,  slashed  payi 
and  foi'ced  Euro-centiic  managers 
high-growth  Asian  mai'kets.  He  has 
opened  up  Siemens  for  a  financial  air 
In  1994,  he  began  disclosing  profits  y 
Siemens'  eight  divisions,  making  mar 
ers  answerable  for  the  bottom  line. 

His  most  critical  challenge  has  bEfPi 
to  break  with  entrenched  managera  ^ 
practices.  By  trying  to  change  the 
mens  mind-set,  he  has  gone  beyond 
cost-cutting  of  most  of  corj)orate  Ger 
ny  and  of  Siemens'  European  riv 
This  gives  Siemens  its  best  chance 
to  compete  against  big  global  comp 
tors  such  as  General  Electric  Co. 
ABB  Asea  Bi'own  Boveri  (Holding)  I 
"CANT  STOP."  Von  Pierer's  task  is 
the  more  demanding  now.  The  10% 
in  the  mark  against  the  dollar  this  yE.., 
is  slamming  German  exports.  Hefty 
raises  won  by  IG  Metall  workers 
March  hiked  (Germany's  wage  costs 
ready  the  world's  highest.  To  keep 
the  momentum,  von  Pierer  has  a  t 
pronged  strategy:  evermore  cost-' 


aer 
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coupled  with  reaping  the  rewards 
e  cultural  revolution. 

two  years,  von  Pierer  has  cut 
,ens'  workforce  by  7.5%,  to  382,000. 
vill  slice  12,000  more  jobs  and  $3.6 
n  in  operating  expenses  by  the  fis- 
^earend  on  Sept.  30.  Says  Peter 
electronics  analyst  for  Banque  Pa- 
;  in  London:  "Siemens  has  turned 
;onier,  but  they  can't  stop  now." 
ore  important  than  slashing,  howev- 
.  von  Pierer's  drive  to  keep  manag- 
m  top  of  innovation.  He  champions 
successes  as  the  Siemens  automa- 
group.  It  developed  a  new  machine- 
control  system  in  two  years — a 
I  the  usual  time — for  one-third  the 
of  previous  systems, 
ick  in  1992,  Siemens  automation 
iger  Klaus  Wucherer  hand-picked 
zen  engineers  to  develop  the  sys- 
He  rented  a  house  down  the  road 
headquarters,  set  them  loose  in 
5,  and  tapped  Kurt  Krause,  a  mara- 
runner  with  a  competitive  spirit,  as 
lin.  Last  fall,  just  as  the  machine- 
market  began  to  recover,  Wucher- 
;eam  unveiled  a  state-of-the-art  sys- 
Sales  boomed. 

ich  successes  weren't  that  easy  to 
ive.  Wlien  von  Pierer  started  his 
e-up  of  Siemens,  he  won  the  sup- 
of  senior  managers.  He  hit  a  brick 
though,  when  he  failed  to  prepare 
•est  of  the  company.  The  attempt  to 
st  thousands  of  bureaucrats  into 
epreneurs  sparked  confusion  and 
;tance. 

)  von  Pierer  turned  to  board  mem- 
Walter  Kunerth,  who  had  won  ku- 
for  a  turnaround  at  Siemens'  auto- 
ve  unit.  Kunerth  incorporated  the 
jany's  hodgepodge  of  projects  into  a 
program  called  top — time-optimized 
esses.  The  program  encourages 
tivity,  speed,  and  a  keen  focus 
;he  market.  Last  year,  Kunerth 
ched  a  high-profile  educational  cam- 
n  aimed  at  employees  at  all  levels, 
nder  top,  Siemens  has  taken  radical 
sures  to  force  managers  to  adapt 
em  market  demands.  The  company 
d  in  blue-ribbon  customers  such  as 
,  Ford,  and  Sony.  At  one  workshop, 
?  Corp.  blasted  chip  managers  for 
en  service  and  erratic  delivery. 
^re  were  plenty  of  shocked  faces," 
Us  David  "V^cker,  deputy  manufactur- 
>hief  of  Sony's  TV  plant  in  Wales.  "It 
biiital,"  admits  a  Siemens  manager, 
unit  got  the  message, 
an  Pierer's  whole  campaign  is  aimed 
getting  Siemens  into  new  high- 
vth  markets,  especially  in  Asia.  Sie- 
s  has  historic  ties — it  sold  China  its 
power  generator  in  1872 — but  it 
not  kept  up  with  the  Americans 
Japanese.  Now,  von  Pierer  plans  to 
I  st  $3.4  billion  by  the  year  2000  in 


Asia  and  to  double  sales,  to  $14.3  billion. 

Power  generation  is  one  gi'owth  area. 
Siemens  formed  a  "Taiwan  Team"  to 
break  into  a  market  dominated  by  ge 
and  won  the  bidding  for  its  fii-st  two 
projects:  $715  million  power  stations  in 
southern  Taiwan.  "We  are  fighting  fero- 
ciously over  there,"  says  Robert  W. 
Schubert  Jr.,  director  of  marketing  for 
abb's  power  business,  which  is  vying 
with  Siemens  in  Asia. 
PAYOFFS.  Perhaps  the  single  largest 
sore  point  left  is  computer  division  sni, 
the  last  unit  still  posting  losses.  Gerhard 
Schulmeyer,  former  chief  of  abb's  U.  S. 
operations,  has  been  cleaning  house 
since  taking  over  the  $8.4  billion  unit 
last  spring.  Sales  are  up  8%,  and  Schul- 
meyer expects  SNI,  which  bled  an  esti- 
mated $1.4  billion  in  the  past  four  years, 
to  post  an  operating  profit  this  year. 

Even  with  sni  still  lagging,  the  cultu- 
ral revolution  at  Siemens  is  starting  to 
pay  off.  While  net  profits  slipped  17%,  to 
$1.18  billion,  in  the  year  ended  last  Sep- 


tember, earnings  jumped  8%  in  the 
three  months  to  December,  and  ana- 
lysts see  a  20%  increase  for  the  year. 
Siemens'  share  price  has  risen  10.3% 
since  mid-December,  even  as  the  Frank- 
furt market  stayed  flat. 

With  lower  margins  than  global  ri- 
vals GE  and  ABB,  Siemens  still  has  a 
ways  to  go.  Its  pretax  return  on  sales 
was  just  2.5%  in  1994,  compared  vdth 
4.9%  for  ABB  and  14.4%  for  ge.  But  "Sie- 
mens is  now  on  the  right  track,"  says 
management  consultant  Roland  Berger. 

Even  so,  von  Pierer  knows  that  he 
can't  let  up.  "We  have  to  keep  asking 
ourselves:  Ai'e  we  flexible  enough?  Ai"e 
we  changing  enough?"  he  says.  Recent- 
ly, he  included  self-addressed  postcards 
in  the  company  magazine,  urging  em- 
ployees to  keep  sending  him  their  ideas. 
He  expects  a  torrent  of  responses.  Only 
with  that  kind  of  attitude  can  von  Pier- 
er keep  Siemens  in  fighting  form. 

By  Karen  Loivry  Miller  in  Munich, 
with  bureau  reports 


VON  PIERER  rS  SHAKING  UP  SIEMENS... 

CULTURE  Replaced  hierarchical  structure  and 
engineering  focus  with  new  emphasis  on  inno- 
vation and  service.  Set  up  special  teams  to  de- 
velop products  and  markets  faster.  Appointed 
new  generation  of  managers  in  their  40s. 

NEW  STRUCTURE  Slashed  two  layers  of  mid- 
dle management.  Gave  managers  in  local  mar- 
kets free  rein  to  cut  costs  and  bid  for  projects. 
Required  research  labs  to  work  directly  with 
product  divisions. 

1 

DOWNSIZING  Slashed  workforce  by  7.5% 
through  early  retirement.  Sold  $2  billion  in  non- 
core  businesses.  Cut  operating  expenses.  Plans 
further  layoffs  and  asset  sales. 

GLOBAL  REACH  Setting  up  facilities  in  Asia 
and  Eastern  Europe  to  lower  costs  and  reach 
new  customers.  Bought  telecommunications 
units  in  U.S.  and  Italy.  Plans  further  acquisi- 
tions to  move  more  production  out  of  Germany. 

SALES  ARE  CLIMBING...         ...WILL  PROFITS  FOLLOW? 

SIEMENS'  SALES 

BILLIONS  OF  DOLLARS 


SIEMENS'  PRETAX  PROFITS 

MILLIONS  OF  DOLLARS 


9.5 
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International  Business 


FRANCE 


ONLY  TRAILBLAZERS 
NEED  APPLY 

Battered  Alcatel  has  to  find  a  reform-minded  CEO-fast 


The  last  act  came  abruptly.  On  Apr. 
18,  the  board  of  French  telecom 
giant  Alcatel  Alsthom  replaced 
embattled  Chief  Executive  Pieire  Suard 
with  a  temporary  chief,  Marc  Vienot. 
The  board  members — the  elite  of 
French  industry — had  little  choice,  since 
judges  had  ordered  Suard  to  sever  all 
contacts  with  Alcatel  following  a  series 
of  investigations  over  charges  of  fraud 
and  conoiption. 

For  now,  all  eyes  are  on  Vienot, 
chairman  of  French  bank  Societe 
Genei'ale,  which  is  Alcatel's  largest 
stockholder  with  9.V/[  of  voting  rights. 


corporate  governance  at  the  telecom 
giant.  The  board  already  has  created  a 
permanent  committee  of  five  directors 
that  will  consult  with  the  new  ceo  on 
important  issues.  The  committee  in- 
cludes ITT  President  Rand  Araskog  and 
Credit  Lyonnais  Chairman  Jean  Peyrel- 
evade.  Just  as  important,  Alcatel  needs 
a  hard  charger  to  reverse  its  slumping 
market  share  and  dramatic  profit  de- 
cline of  49%  last  year 

Ideally,  Alcatel's  new  boss  should 
have  the  same  kind  of  international 
cjualifications  as  45-year-old  Ron  Som- 
mer,  the  newly  appointed  ceo  at  Deut- 


BiO  CHORES  FOR 
ALCATEL'S  NEXT  CEO 

A  STRONGER  BOARD  To  boost  com- 
petitiveness and  avoid  more 
scandal,  the  company  must 
have  a  supervisory  board  with 
real  power  over  management 


ati 


A  NEW  CHAIN  OF  COMMAND  Alcatel 
should  shed  layers  of  manage- 
ment to  improve  speed  and 
flexibility  in  a  global  market- 
P|3C6^   equipment  make 

BETTER  PRODUCTS  The  company 
needs  new  products  for  a  mar- 
ket where  telecom,  computer, 
and  media  technologies  are 
converging 


VIENOT:  A  rare  opportunity  to  trigger  radical  change 


DATA;  BUSINESS  WEEK 


Vienot  must  nominate  a  new  ceo  by 
July  31.  Rumored  candidates  for  the 
job  include  Jozef  Cornu,  an  Alcatel 
director  and  a  Belgian  national;  Serge 
Tchuiaik,  chaiirnan  of  oil  company  Total; 
and  PieiTe  Fauire,  president  of  commu- 
nications and  electronics  company 
Sagem.  Vienot  may  actually  choose  two 
new  bosses:  one  for  telecom  unit  Alca- 
tel, which  represents  two-thii'ds  of  the 
company's  revenues  of  $35  billion,  and 
one  for.  the  holding  company,  which 
includes  the  engineering  and  train 
subsidiaries. 

With  his  choice,  Vienot  has  a  rare 
opportunity  to  trigger  radical  change  at 
Alcatel  (table).  He  and  other  Alcatel 
boai"d  members  also  are  likely  to 
pioneer  a  new,  more  vigilant  style  of 


sche  Telekom,  who  previously  ran  Sony 
Corp.'s  European  operations.  The  next 
boss  must  break  with  Suard's  manage- 
ment style,  which  lacked  the  flexibility 
needed  to  deal  with  the  rapid  pace  of 
change  in  telecom  and  infoi-mation  tech- 
nology. Board  members  admit  privately 
they  were  astonished  at  Suard's  monar-- 
chic  contr-ol,  which  left  Alcatel  with  no 
one  to  step  in  and  run  the  parent  com- 
pany. "The  emperor  approach  to  manag- 
ing a  global  company — the  patron  who 
is  never  wr"ong — won't  woi"k  anymore," 
says  Nigel  Deighton,  i-esearch  director 
at  Gartner  Gr-oup  Europe. 

To  prevent  the  recurrence  of  scandal 
and  bolster  Alcatel's  com.petitiveness, 
the  board  will  have  to  r-eshape  its  r-ela- 
tionship  with  the  new  CEO.  Instead  of 


No.  3  behind 
and  Motorola  In#iii 

Although  Ale 
is  still  profitable 
telecom  mar-gins 
rapidly  eroding  i 
deregulation   sj  1 1 
competition.  The  company  still 
charge  elevated  prices  for  its  pliti 
equipment  in  France  and  Germ  i 
which  remain  largely  closed  monol  t 
markets.  Yet  if  Alcatel  were  for 
to  drop  its  prices  to  prevailing  r  Hr 
overnight,  it  would  lose  billions  of 
lar-s,  according  to  one  market  r-esea 
er  in  Fr-ance. 

That  means  the  changeover  at  Al( 
must  come  fast.  The  new  ceo  "r« 
only  has  one  shot,"  says  Ti'evor  Brig 
senior  partner  at  bis  Str-ategic  E 
sions  in  Luton,  England.  It's  uj 
Vienot  to  select  a  visionary  who  v, 
use  French  corporate  tradition 
giridepost  but  instead  will  help  in' 
the  future. 

By  Gail  Edtnondson  in  P 


f 


riibber-stamping  decisions  as  in  the  ] 
subcommittees  may  supervise  the 
velopment  of  strategic  businesses.  K 
ing  close  tabs  on  management's  per 
mance  would  send  a  serious  signa 
Fr-ench  industry.  "The  real  prob 
today  in  France  is  the  board  of  dir-ec 
doesn't  control  management  or  re\ 
the  accounts,"  says  Elie  Cohen,  pre 
sor  of  economics  at  the  Institute  of 
litical  Studies  in  Paris  and  head  of 
National  Center'  for  Scientific  Reset 
BLINDSIDED.  Many  analysts  say  a  r 
ager  recruited  from  outside  Fran 
tight  coterie  of  technocr-atic  elites  w 
have  the  best  chance  of  breaking 
tradition  and  for'ging  a  more  decent 
ized  management  model  at  Alcatel.  ' 
choice  is  absolutely  critical,"  says  G 
ner  Group's  Deighton. 

In  the  wor'st-case  scenario.  Ale 
could  fail  to  find  a  decisive  chief  and 
as  har'd  and  fast  as  former  champ 
IBM  and  Digital  Equipment  Cor'p., 
lysts  warn.  Just  as  the  computer  r 
■■■■■■■■■■■■■■  ket  shifted  in 
late    1980s,  bl 
siding  smug  mai 
ers  at  ibm  and 
converging  techr^" 
gies  are  altering 
telecommunicat: 
mar'ket  r'adically. 
cording    to  sW^ 
estimates.    Ale  a 
may  already 
slipped  last 
from    the  woi^H 
largest  tele 
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PLAGUE  OF 

ISJOINTED  VENTURES 

any  partnerships  from  the  Gorbachev  era  are  at  odds 


shaky  laws,  and  naivete.  By  far  the 
biggest  complaint  among  foreigners  Is 
that  once  their  joint  venture  gets  run- 
ning and  turns  a  profit,  the  Russian 
side  suddenly  wants  a  controlling  In- 
terest or  total  ownership.  "Usually,  the 
Russian  partner  was  to  bring  market 
access,  and  the  U.S.  partner  brought 
the  capital  and  knowhow.  But  after  fom- 
or  five  years,  the  Russians  realize,  this 
isn't  S(i  liard."       -  ('luirnw,  cx- 


n  the  seventh-floor  corridor  of 
Moscow's  Radlsson-Slavjanskaya  Ho- 
tel, Paul  E.  Tatum  hoists  an  elec- 
tric drill  and  announces:  "It's  time." 

.  his  10  bodyguards  watch,  the  presi- 

nt  of  Americom  Business  Centers, 

lich  owns  a  40%  stake  In  the  hotel, 

s  to  work.  He  puffs  and  sweats  as  he 

zzes  away  at  the  new  lock  that  his  es- 

mged  Russian  partners  have  Installed 

keep  him  out  of  his  office.  Forty  mln- 

3S  later,  Tatum,  who  is 

;aring  a  bulletproof  vest 

der  his  dress  shirt,  breaks 

rough.  But  the  victory  is 

etlng.  The  Russians  soon 

at  off  his  power. 

So  went  the  latest  round 
what  Is   perhaps  the 

arest  of  foreign  joint  ven- 

res  in  Russia.  The  Rus- 

,n  partners,  an  arm  of  the 

)scow  city  government, 

im  the  joint  venture  owes 

sm  about  $7  million  in 

ck  rent,  while  Radlsson 

)tels  International  says 

turn  owes  $300,000  in  per- 

lal  debt.  Tatum  says  room 

rvlce  and  other  Items 

;re  part  of  his  deal,  and 

3  Russians  are  trying  to 

sh  him  aside  now  that  the 

uplex  is  churning  out  $50 

Uion  in  annual  revenues. 

.'s  part  of  the  creeping  re- 

tionallzation  that's  going 
throughout  Russia,"  he 

fS. 

iW  DEAL.   Although  his 
edicament  Is  exti-eme  and 
my  say  he's  a  publicity 
und,  Tatum  may  have  a 
Int.  A  number  of  joint 
ntures  launched  In  the    /  r*i.  ^        •  ^ 

imor  of  the  Gorbachev  tUI'IlS  Si  prOflt,  lOreigneiS  SE^ 
ars  are  on  the  rocks.    t\        '  a.  i  i 

.at's  not  to  say  all  foreign    RUSSiailS  Wailt  E  OBW  deal 
als  are  going  down  the 


POWER  PLAY 


Once  a  venture 


am.  Multinationals  such  as  Mars, 
ica-Cola,  and  Procter  &  Gamble  are 
Ing  quite  well.  But  they're  big  and 
t  started  later  when  Russian  author- 
3S  allowed  foreigners  other  ways  to 
t  up  shop. 

By  contrast,  joint  ventures  were  the 
ly  options  for  pioneers.  Including 
my  entrepreneurs  and  small  compa- 
ss. Most  were  built  on  high  hopes, 


ecutlve  director  of  the  American  Cham- 
ber of  Commerce  in  Moscow. 

That  sort  of  learning  curve  seems 
to  be  working  against  Seattle-based 
Radio  Page.  The  paging  service  opera- 
tor entered  into  a  joint  venture  with 
the  Moscow  Pubhc  Telephone  Network 
and  another  Russian  company  in  1992. 
Together,  they  built  a  system  of  tele- 
phone pagers  in  the  Moscow  region. 


EMBATTLED: 

Paul  Tatum 
and  bodyguards 


with  Radio  Page  getting  a  51%  stake. 

At  first,  the  partners  worked  well  to- 
gether, says  Radio  Page  President 
Lawrence  P.  Childs.  Revenues  soon  hit 
$5  million  a  year,  and  the  venture  ex- 
pected to  make  $1  million  this  year.  The 
arrangement  started  unraveling  six 
months  ago,  however,  when  some  exec- 
utives on  the  Russian  side  sought  con- 
trol. Things  got  meaner  three  months 
ago  when  the  Russians  threatened  to 
pull  the  critical  radio  fi;'equencles  If  they 
didn't  get  their  way.  Moscow  Public 
Telephone  won't  comment  until  a  share- 
holders meeting  in  June. 

Other  American  ventures  have  been 
plagued  by  all  sorts  of  strong-arm  tac- 
tics, but  Tatum's  case  seems  to  be  the 
most  bizarre.  He  got  started  in  1990 
with  help  from  the  late  H.  R.  "Bob" 
Haldeman  of  Watergate  fame,  who 
worked  in  the  hotel 
business  following  his 
jail  term.  The  cur- 
rent local  partner  Is 
the  Moscow  City 
Property  Committee,  which  manages 
and  privatizes  state-owned  assets  in  the 
capital. 

Tatum  had  problems  from  the  start, 
but  things  got  a  lot  worse  last  summer 
when  his  Russian  partner  tried  to  evict 
him  forcibly  from  the  Radlsson-Slavjan- 
skaya— where  President  Clinton  stayed 
during  the  1994  summit.  The  main  ac- 
tivity of  Tatum's  company,  which  is 
based  in  Irvine,  Calif.,  is  the  Moscow 
venture.  It  manages  several  floors  of 
offices  in  the  hotel. 

"UNWORKABLE."  Tatum  claims  that  the 
Russian  partner  and  Radlsson  are 
scheming  to  dump  Americom  so  the  ho- 
tel can  be  sold  off.  The  Russians  do 
have  a  plan  to  sell  the  hotel  for  $60 
million,  with  Radlsson  retaining  the 
management  contract.  Umar  Dzhab- 
railov,  the  venture's  fb'st  deputy  gener- 
al director,  says  the  matter  could  be 
cleared  up  if  Tatum's  Americom  com- 
pany pays  the  debt  Dzhabrallov  says 
it  owes. 

Meanwhile,  Radlsson  has  prevailed 
in  a  lawsuit  in  Minnesota  to  dissolve 
the  joint  venture,  and  Tatum  has  coun- 
terattacked by  seeking  arbitration  in 
Sweden.  Says  John  Norlander,  presi- 
dent of  the  Minneapolis-based  Radls- 
son Hotel  Corp.:  "Mr.  Tatum  has  made 
the  partnership  between  Radlsson  and 
Americom  unworkable  and  has  put  the 
joint  venture  at  risk." 

A  lot  of  this  controversy  over  joint 
ventures  will  probably  die  down  as  the 
deals  themselves  become  less  common. 
But  Tatum's  experience  suggests  that 
the  Russian  market  is  still  only  for  the 
thick-skinned. 

By  Peter  Galuszka  hi  Moscow,  with 
Susan  Chandler  in  Chicago 
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CHINA 


TAKE  A  NAP.  READ  A  BOOK. 
irS  THE  SHANGHAI  BOURSE 

Half-baked  reforms  are  stalling  China's  markets  and  economy 

When  the  Chinese  gov- 
ernment ordered  Shang- 
hai's go-go  stock  ex- 
change to  suspend  new  listings 
of  "A  shares"  last  July,  even 
loyal  investors  applauded.  A 
flood  of  new  issues  and  col- 
lapsing interest  in  emerging 
mai'kets  had  sent  the  Shanghai 
A-share  index  crashing  by 
two-thirds  since  Januaiy,  1994. 
The  index  has  since  regained 
about  half  of  its  loss.  But 
Shanghai  is  still  waiting  for 
Beijing's  green  light  for  new 
issues.  Volume  is  so  hmp  that 
bored  brokers  sleep  or  read 
newspapers. 

Their  lethargy  reflects  the 
pohcy  giidlock  that  has  stalled 
many  of  China's  once-ambitious 
financial  reforms.  As  the  Com- 
munist Party  braces  for  tran- 
sition after  the  death  of  Deng 
Xiaoping,  leaders  worry  that 
dramatic   economic  actions 
might  fuel  social  instability  or 
inflation,  now  raging  at  24%. 
Such  measures  as  selling  or 
closing  money-losing  enter- 
prises and  setting  up  modem 
securities  regulation  are  stuck 
on  Beijing's  back  burner.  And 
no  action  is  expected  soon. 
Says  Carl  E.  Walter,  the  di- 
rector of  cs  First  Boston's  Bei- 
jing office:  "In  terms  of  deals,  the  next 
six  months  are  dead." 
NO  TRADE  COPS.  Chinese  technocrats 
concede  that  the  drive  to  establish  a 
modern  market  economy  has  gotten 
sidetracked  by  politics  and  bureaucratic 
turf  battles.  Many  of  the  financial  re- 
forms launched  so  far,  such  as  the  new 
stock  market  and  the  first  attempts  at  a 
modem  banking  system,  remain  incom- 
plete or  badly  flawed.  And  because  most 
of  China's  financial  problems  are  inter- 
twined with  its  state-owned  industries, 
which  Beijing  stubbornly  refuses  to  pri- 
vatize, planners  now  say  it  may  take 
decades  rather  than  years  before  China 
will  have  an  efficient  market  economy. 

Many  Asian  countries  have  a  long 
way  to  go  before  their  financial  mar- 
kets are  as  open  as  Western  investors 


STOCK  TRADERS:  The  state  feara  losiiLg  control 

would  like  (page  58).  But  the  price  of 
half-baked  reform  has  been  painfully 
visible  in  China.  Take  the  bond  market. 
Last  year,  the  treasury  placed  $12  bil- 
lion in  bonds — triple  the  1993  level.  This 
year,  it  plans  to  raise  nearly  $18  bil- 
lion. Beijing  has  even  allowed  futur-es 
tr-ading  in  the  bonds  but  hasn't  set  up  a 
system  to  police  such  trading. 

"Everyone  knows  we 
are  a  tiger  without 
teeth,"  says  a  stock- 
exchange  regulator 


So  in  a  massive  pr-ice-rigging  scher 
gone  awry,  China's  largest  brokeraj 
Shanghai  International  Securities,  1: 
came  technically  insolvent  on  Feb. 
when  it  lost  more  than  $100  milli 
speculating  in  bond  futures.  Proposals 
strengthen  supervision  of  bond  tradi 
remain  bogged  down  in  the  bm-eaucra( 
The  poor  oversight  is  even  more  gh 
ing  in  the  stock  market.  Even  thou 
291  companies'  shares  a 
traded  on  exchanges  in  Shan 
hai  and  Shenzhen,  Beijing  h 
dr-agged  its  feet  in  passing 
securities  law,  fii-st  drafted 
1992.  More  than  a  dozen  d 
ferent  government  bodi( 
each  fighting  for  control,  ha 
a  hand  in  supervising  diffe 
ent  aspects  of  the  market.  T 
fledgling  China  Securities  Rt 
ulatory  Commission  is  charg 
with  policing  such  practices 
insider  trading,  misuse 
stockholder  funds,  and  fal 
disclosur-e.  But,  says  a  t 
CSRC  official,  "everyone  kno 
we  are  a  tiger  without  teetl 
The  reason:  Local  gover 
ments  still  have  enough  poll 
cal  clout  to  block  actio 
against  companies  in  th 
cities. 

UNPAID  LOANS.  The  rece 
case  of  Tfeingdao  Brewery  ( 
has  imder"scored  the  r'egulato  ■ 
weaknesses.  Billed  as  one 
China's  best-managed  "r 
chips,"  the  beermaker  rais 
$200  million  in  1993  rights 
sues  in  China  and  Hong  Kor 
Rather  than  spend  it  all  oni 
new  brewery,  as  promised 
its  prospectus,  Tsingdao  r 
cently  tUsclosed  that  it  lent  $ 
million  of  the  pr-oceeds  to  ot 
er  mainland  companies.  Now  the  co 
pany  claims  it  needs  $180  million  mc 
to  complete  the  br-ewery.  Tsingdao  ■ 
sists  the  loans  will  be  r-epaid,  and  oth 
than  briefly  suspending  trading  in 
shar-es,  neither  Hong  Kong  nor  Beiji^ 
will  punish  the  brewer*. 

Such  misuses  of  money  reinforce  B- 
jing's  fear  that  private  capital  markt; 
undermine  its  fight  against  inflatif. 
With  its  crude  monetary  system,  t' 
only  way  China  can  cool  the  economy 
to  clamp  down  on  credit  fr"om  the  sta 
owned  banks.  The  government  is  reh 
tant  to  liberalize  capital  markets  1: 
cause  it  loses  control  over  h( 
companies  and  financial  institutions  ra 
money.  And  with  weak  supervisi( 
companies  tend  to  pump  the  pr-oceeds 
stock  issues  into  property  speculati 
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and  other  dubious  investments.  Rather 
than  improve  the  marl^ets'  behavior-  by 
regulating  them,  Beijing's  solution  was 
to  halt  new  stock  flotations  and  corpo- 
rate debt  issues. 

But  closing  off  access  to  private  mon- 
ey markets  means  100,000  state  enter- 
prises, half  of  which  lose  money,  remain 
dependent  on  the  banks.  And  the  bad 
debts  are  piling  up.  Despite  year-s  of 
management  reforms  and  massive  capi- 
tal injections,  the  amount  of  "triangular 
debt" — money  that  state  enterprises 
owe  to  each  other — is  larger  than  ever, 
estimated  at  up  to  $60  billion.  Concedes 
Chinese  Academy  of  Social  Sciences 


economist  Wang  Guogang:  "We  haven't 
been  able  to  solve  the  basic  problem: 
The  enterprises  aren't  profitable." 

The  debt  burden  is  threatening  an- 
other i^illar  of  China's  market  refonns: 
turning  four  state-owned  banks  into 
commercial  institutions.  If  the  banks. 
WT'Ote  off  their  delinquent  loans,  they 
would  be  insolvent.  In  addition,  they 
must  keep  the  state  enterprises  afloat 
with  fi-esh  fimds.  For  the  futui'e,  "banks 
still  will  have  to  make  loans  they  know 
they  will  never  get  back,"  admits  Feng 
Bing,  deputy  secretary-general  of  the 
State  Commission  for  Restructuring  the 
Economic  System. 


With  no  painless  way  to  fix  the  st; 
industrial  sector-,  which  employs  100  n 
lion,  China's  r-efor-m  effort  seems  to  he 
hit  a  dead  end.  But  some  analysts  thi 
Beijing  will  be  forced  to  take  dra: 
action  within  thr-ee  to  five  years.  "F 
vatization  will  be  the  only  option  af 
all  the  other  str-ategies  have  faiie^ 
says  one  mainland  economist.  That  v 
have  to  wait  until  the  post-Deng  le; 
ership  is  securely  in  place.  Until  th 
brokers  at  the  Shanghai  bour-se  may 
well  make  sure  they  have  comforla 
seats  and  lots  of  r-eading  material. 

By  Pete  Engardio  in  Beijing,  w 
Joyce  Barnathan  iv  Shanghai 


COMMENTARY 


By  Pete  Engardio 

ASIA  CAN'T  AFFORD  TO  SIDESTEP  FINANCIAL  REFORM 


Before  last  fall's  Asia-Pacific  Eco- 
nomic Cooper-ation  for-um  in 
Jakarta,  Clinton  Administr-ation 
officials  had  a  compelling  argument 
for  developing  countries  war-y  of 
joining  an  ambitious  free-trade  pact: 
Look  at  Me.xico — where  exports  and 
foreign  investment  were  booming  be- 
cause of  the  North  American  Free 
Ti-ade  Agreement.  But  the  Mexico 
analogy  came  back  to  haunt  U.  S. 
Tr-easur-y  Secretary  Robert  E.  Rubin 
in  mid-April  when  the  apec  finance 
ministers  convened  again  in  Bali. 

In  a  year  when  financial  mar-kets 
from  Indonesia  to  China  have  been 
walloped  by  currency  fiuctuations 
and  derivative-trading  debacles,  Ru- 
bin's proposals  to  further  open  Asia's 
capital  mar-kets  got  little  response. 
Although  the  Asian  minister-s  signed 
a  bland  statement  citing  the  need  for 
"br-oad,  deep  capital  markets,"  Rubin 
admitted  that  "many  of  them  feel 
they  need  to  do  it  in  a  delibei-ate  and 
phased  fashion." 
"SCARCE  SAVINGS."  Asian  tech- 
nocr-ats  can  har-dly  be  blamed  for 
feeling  skeptical  about  advice  from 
Washington  on  how  to  manage  their- 
economies.  Over  the  past  decade, 
Ea.st  Asian  Tigers  such  as  Malaysia, 
Singapore,  Taiwan,  and  Thailand 
have  produced  spectacular  gr-owth 
with  low  inflation,  balanced  budgets, 
and  enviable  savings  rates.  U.  S.  eco- 
nomic perforTnance  hasn't  come  close. 

Still,  many  of  Rubin's  sugge.stions 
deserve  to  move  higher  on  Asia's 
agenda.  Some  of  those  fixes  include 
gr-eater  disclosure  of  financial  data, 


better-  accounting  standards,  and 
policing  against  insider  tr-ading.  In 
its  just-released  261-page  report  on 
the  r-egion's  outlook,  the  Asian  De- 
velopment Bank  wai-ned  that  heavy 
restrictions  on  capital  flows  cause 
many  Asian  nations  to  "squander 
scarce  savings  on  unproductive  in- 
vestments." What's  more,  the  report; 
noted,  accounting  standai-ds,  disclo- 
sure, and  investor  protection  in  cases 


RUBIN  IN  NEW  DELHI:  Pushing  deregulation 


of  default  r-emain  woefully  weak  in 
such  countries  as  India,  Indonesia, 
South  Kor-ea,  and  Taiwan. 

Few  Asian  nations  can  affor-d  to 
ignore  the  structural  flaws  in  their-  fi 
nancial  systems.  Competition  is  in- 
tensifying for  the  estimated  $1  tril- 
lion needed  over  the  next  five  years 
to  finance  infr-astrTicture.  Even 
though  the  region  is  full  of  compa- 
nies boasting  20%  to  30%  annual 
earnings  gr-owth,  Western  investors 
ar-e  unlikely  to  regain  their  excite- 
ment over  Asia's  emerging  mar-kets 
as  long  as  they  ai-e  perceived  as 
high-risk  bets. 

Fortunately,  aside  fr-om  China, 


most  Asian  countries  are  moving  in 
the  right  direction.  Take  India, 
where  critics  of  free-market  r-efor-ms 
had  used  the  Mexico  debacle  to  call 
for  a  go-slow  approach.  In  Januar-y, 
the  country  lifted  a  38-year  ban  on 
stock  options,  and  it  is  now  expected 
to  r-erntroduce  margin  trading  soon. 
A  new  computerized  stock-tr-ading 
system  is  also  in  the  works,  which 
will  make  trading  less  opaque.  Regu- 
lators have  taken  action  to 
beef  up  oversight,  after  a 
shoe  com^pany  in  March 
failed  to  meet  a  margin  call 
while  ti-ading  in  its  own 
stock  and  wound  up  $6  mil 
lion  in  default.  The  incident 
for-ced  the  Bombay  ex- 
change to  close  for  three 
days. 

Thailand  is  pushing- 
ahead  with  a  five-year 
blueprint  to  open  up  its  fi- 
nancial markets,  even  though  foi-eign 
fund  manager-s  yanked  billions  out  of 
the  stock  mar-ket  in  1993  and 
sparked  a  r-un  on  the  Thai  baht  in 
January.  In  addition,  Singapore  is  im- 
pr-oving  its  oversight  of  futur-es  trad 
ing,  in  the  wake  of  the  $1  billion 
Barings  Securities  fiasco  in  Mar-ch. 

To  Washington's  free-market  cr-u- 
sader-s,  the  pace  may  seem  like  it's  in 
slow  motion.  But  Asian  nations  that 
stay  the  course  now  ar-e  likely  to  at- 
tr-act  a  lot  more  foreig-n  capital  over 
the  long  haul. 


i1 
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Ho7ig  Kong  Correspondent  Engar- 
dio covers  Southeast  Asian  markets. 
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Cg?  American  General  Corporation, 


headqLiartered  in  Houston,  is  t)ne  ot  the 
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liTED  BY  STANLEY  REED 


ifHY  BRITAIN'S  LABORITES 

RE  FRANTICALLY  WOOING  BUSINESS 


li 


11''  Apr.  29,  Britain's  Labor  Party  is  likely  to  vote  to 
quash  the  controversial  clause  in  its  constitution  calling 
for  the  "common  ownership  of  the  means  of  pi'oduction, 
tribution,  and  exchange."  Expunging  this  bit  of  Maraist 
may  not  seem  like  a  big  deal,  but  it  will  be  a  landmark 
tory  for  Labor's  leader,  Tony  Blair.  The  telegenic  42-year- 
has  been  struggling  for  years  to  drag  his  party  back 

0  Britain's  mainstream. 

Few  outside  Britain  realize  it,  but  Blair  has  already  taken 
ge  strides  in  this  direction.  One  sign  of  his 
)gress  is  Labor's  30-point  lead  in  the  polls  over 
ime  Minister  John  Major's  Conservatives.  The 
iventional  wisdom  is  that  Blair  will  be  Britain's 
it  Premier. 

,NING  RECOVERY.  But  Blair's  big  lead  couI<; 
ickly  evaporate  if  he  doesn't  keep  his  rehabili- 
ion  campaign  on  track.  His  next  big  task  is  to 
ih  out  the  specifics  of  what  a  Labor  govern- 
nt  would  do,  especially  on  the  economy.  His 
icies  could  damage  an  economic  recovery  al- 
idy  showing  signs  of  waning.  They  could  also 
eet  billions  of  dollars  in  direct  investment  that 
itain  has  grown  accustomed  to  receiving  annu- 
f  from  the  U.  S.,  Japan,  Korea,  and  others  dui'- 
:  16  years  of  Conservative  rule.  Because  of 
!  uncertainty,  the  markets  have  already  im- 
5ed  costly  pohtical-risk  premiums  on  the  pound,  equity 
ces,  and  government-bond  yields. 

Blair's  strategy  is  to  win  over  white-collar  office  workers 

1  suburban  homeowners,  Britain's  fastest-gi'owing  voting 
c.  These  people  are  weaiy  of  Toiy  rale,  but  they  are  also 
optical  of  Labor.  To  gain  the  credibility  he  needs  on  the 
inomy,  Blair  is  now  frantically  wooing  business  leaders.  He 
i  his  youthful  aides,  dubbed  Blairheads,  have  dined  with 
dia  magnate  Rupert  Murdoch,  whose  newspapers  helped 
■eat  Labor  in  1992.  They  have  also  met  privately  with  a 
)up  of  top  bankers,  made  the  rounds  among  fund  managers 


MAINSTREAMER  BLAIR 


in  Edinbm-gh,  and  given  numerous  after-dinner  speeches  to  lo- 
cal business  gi'oups. 

But  the  charm  offensive,  has  had  limited  success.  "I  don't 
know  what  Labor  stands  for,"  says  Martin  Taylor,  CEO  of 
Barclays  Bank  PLC.  Lord  Hanson,  chairman  of  conglomerate 
Hanson  PLC,  is  more  exphcit.  "Remember  what  happened 
to  inflation  and  the  pound  the  last  time  we  had  a  Labor 
government" — in  1974-79,  he  warns. 

So  far,  Blair's  economic  agenda  is  vague.  Foi'  new  tax  rev- 
enue, he  would  look  to  "the  undeserving  rich." 
He's  offering  some  costly  new  benefit  progi'ams 
but  doesn't  say  how  he  would  pay  for  them. 
Blair's  people  are  in  I'egular  contact  with  Presi- 
dent Clinton's  political  consultants  James  Carville 
and  Paul  E.  Begala.  Like  Clinton,  Blair  vows  to 
make  his  country  more  competitive  in  the  world 
economy.  But  he's  short  on  specifics. 

Business  is  already  concerned  about  some  of 
Blair's  plans.  He  pledges  that  one  of  the  first 
acts  of  a  Labor  government  will  be  to  imple- 
ment the  "social  chapter,"  the  part  of  the  Euro- 
pean Union  treaty  that  spells  out  workers'  rights 
and  from  which  Major  negotiated  an  opt-out  in 
1991.  Executives  wony  that  rigid,  costly  labor 
rules  will  be  imposed  on  them.  Blair  also  supports 
a  minimum  wage,  which  Britain  now  lacks. 
City  of  London  insiders  fear  that  Labor  could  put  a  damper 
on  the  financial  industry  that  now  employs  2.5  million  people 
and  accounts  for  20%  of  Britain's  economy.  The  fear  is  that 
Labor's  financial  guru,  Alastair  DarUng,  will  use  the  collapse 
of  Barings  PLC  and  other  scandals  as  an  excuse  to  push  for 
tighter  regulation  of  everything  from  banking  and  insurance 
to  executive  pay. 

Blair  can't  afford  to  inspire  such  doubts  because  they  will 
turn  off  voters  he  is  targeting.  His  challenge  is  to  convince 
votei-s  he  vrill  create  and  protect  jobs,  not  wreck  the  economy. 

By  Paula  Dwyer  in  Loridon 


GLOBAL  WRAPUP 


APAN'S  DR.  NO 

Shintaro  Ishihara,  the  ultranational- 
)t  politician  who  gained  global  noto- 
iety  for  co-authoring  The  Japan 
'hat  Can  Say  "No"  and  The  Asia 
'hat  Can  Say  "No, "  now  has  said 
No"  to  politics.  On  Apr.  14,  the  flam- 
oyant  former  novelist  and  yachts- 
lan,  62,  unexpectedly  announced  his 
nmediate  resignation  from  the 
[ouse  of  Representatives,  where  he 
5  serving  his  eighth  term.  He  didn't 
xplain  the  timing  of  his  decision  but 
eelared  that  he  feels  "guilty  and 


ashamed"  about  the  state  of  Japanese 
politics,  which  he  said  is  filled  with 
parties  and  lawmakers  who  pursue 
their  own  "mean,  selfish  aims." 

MUSIC  VIDEOS  FOR  ASIA 

►  Music  powerhouse  Polygram  and 
Viacom's  MTV  Networks  are  joining 
forces  to  challenge  the  hold  Rupert 
Murdoch's  Star  TV  has  on  the  booming 
Asian  youth  market.  On  Apr.  21,  the 
50-50  partnership  will  launch  a  Man- 
darin Chinese  mtv  channel  that  will 
initially  target  cable  viewers  in  Tai- 
wan. They'll  follow  on  May  5  with  an 


English  MTV  venture  that  will  focus 
on  India.  Polygram  CEO  Alain  Levy 
says  Asia  is  the  hottest  market  for 
the  company's  music  and  discs,  ac- 
counting for  more  than  20%  of  its  $5 
billion  world  sales  and  growing  at  a 
double-digit  chp. 

MTV  CEO  Thomas  E.  Freston  says 
the  Asian  sateUite  and  cable  market 
is  expected  to  grow  explosively  over 
the  next  two  decades.  But  he  cautions 
that  the  venture,  like  other  Asian  TV 
operations,  expects  to  lose  money  for 
a  few  years  because  the  market  isn't 
large  enough  yet  to  cover  costs. 


•Optional  on  the  PC  Server  300,  standard  on  all  others  NetFinity  is  part  of  the  SystemView  family  IBM  and  SystemView  are  regisi 
trademarks  and  NetFinity  and  There  is  a  difference  are  trademarks  o(  International  Business  Machines  Corporation.  All  o: 
company  and/or  product  names  are  registered  trademarks  or  trademarks  of  iheir  respective  companies  ©  1995  IBM  Corp. 


". .  .gives  us  the  ability  to  be  more 
proactive..." 

Susan  Holloway,  IS  Process  Specialist 
Southwestern  Bell  Telephone 

"...[NetFinity]... enables  us  to  remotely 
diagnose  and  resolve  [problems]." 

Pat  Ryan,  Systems  Analyst 
PFS,  PepsiCo,  Inc. 


". .  .Utilities  that  we  have  not  been 
able  to  find  in  other  products." 

Ron  Blankenship,  Systems  Engineer 
Integrated  Data  Systems 


"...all  necessary. data  on  liardware. . . 
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Carl  S.  Norman,  Manager,  PC  Sysiems  and  Services 
Titleist  and  Footjoy  Worldwide 

". .  .the  key  to  successful  systems 
management  and  Jroubleshooting." 

Ron  Carnicom,  LAN-Administrator 
'  Pall  Corporation 

"...save[s]  our  network  administrator 
an  incredible  amount  of  time." 

Al  Pruitt,  Network  Specialist 
Missouri  Dept.  of  Conservation 


The  lalt^st  word  on  asset 
management  from  the  people  wlio 
started  the  conversation. 
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ITREPRENEURS 


^RANK  STRONACH'S  SECRET? 
lALL  IT  EMPOWER  STEERING 

)w  Magna's  chairman  keeps  the  entrepreneurial  spirit  alive  at  86  auto-parts  plants 


rhe  hardest  part  of 
breaking  into  the  Eu- 
ropean market,  says 
Frank  Stronach, 
irman  of  Canadian  auto- 
ts  giant  Magna  Inter- 
ional  Inc.,  is  attracting 
management.  So  he's 
;ring  a  lure  unheard-of 
central  Europe:  homes 
a  luxurious  golf-course 
'elopment,  built  on  the 
lunds  of  a  400-year-old 
tie  in  Oberwaltersdorf, 
itiia.  The  castle,  which 
onach  bought  last  year, 
low  part  of  Magna's  Eu- 
ean  headquaitere.  Wlien 
residences  are  finished, 
nagers  "will  be  able  to 
e  home  for  lunch," 
■mises  Robert  Gruber, 
gna's  European  finance 
?ctor. 

t's  just  the  latest  exam- 

of  how  Stronach  has 
d  incentives  to  build  the 
uness  he  founded  in  a 
ted  gai'age  neai-  Toi-onto 
i  one  of  North  Ameri- 

fastest-growing  compa- 
5.  Over  the  past  decade,  STRONACH:  ' 
gna,  wMch  makes  eveiy- 
ig  from  air  bags  to  bumpers,  has 
wn  at  a  compound  clip  of  21%  a  yeai-. 
it  yeai- — its  best — sales  soai-ed  37%,  to 
)  billion,  wMle  profits  jumj^ed  67%,  to 
i6  million.  Stronach  took  home  .$28 
lion,  counting  gains  ft-om  exercising 
ions — the  highest  earnings  ever  by  a 
)lic-company  executive  in  Canada. 
tTNERS  IN  CHROME.  Magna's  great 
ingth  is  the  entrepreneurial  culture 
t  Stronach,  62,  has  created.  "Frank 

into  empoweiTnent  long  before  the 
iness  schools  had  ever  heard  of  it," 
s  Peter  C.  Godsoe,  ceo  of  Bank  of 
va  Scotia,  which  lent  him  .$1,000  to 
nch  the  business  in  1957.  By  offering 
ployees  huge  financial  incentives, 
onach  has  made  profit-oriented  innova- 
1  one  of  Magna's  key  products.  Since 


(■<  III ii-i  s  keep  Magnet  in  the  pai^Hinn 


1993,  the  company  "has  given  us  148  dif- 
ferent proposals  for  cutting  costs,"  mar- 
vels Thomas  T.  Stallkamp,  Chrysler 
Corp.'s  powerful  purchasing  chief,  who 
says  the  ideas  could  save  more  than  $93 
million  a  year.  No  wonder  he  expects 
Magna  to  I'emain  his  No.  1  supplier. 

Skeptics  note  that  Stronach  has  made 
his  shai'e  of  mistakes.  The  worst  came  in 
the  late  1980s  when,  distracted  by  an 
unsuccessful  run  for  Parliament,  he  let 
Magna's  boiTowing  get  out  of  hand.  Debt 
soai'ed  over  $700  million.  Then  auto  sales 
plunged.  It  looked  like  Stronach,  who 
controls  73.4%  of  voting  stock,  would 
lose  everything.  Instead,  he  pulled  off 
what  Goclsoe  calls  "one  of  the  greatest 
turnarounds  of  the  modem  era." 

Magna's  neai-death  experience  reener- 


gized Sti'onach.  In  1994,  he 
moved  his  principal  resi- 
dence to  Switzerland — not 
least  because  its  top  tax 
rate  is  30%-,  vs.  Ontario's 
53%.  There,  he  logs  14-hom' 
days  directing  Magna's  Eu- 
ropean expansion.  "We  still 
only  have  1%  of  the  global 
mai'ket.  There's  no  reason 
why  we  shouldn't  have 
10%,"  he  says. 

As  Stronach  tells  it,  his 
drive  and  his  entrepreneu- 
rial philosophy  stem  from 
gi'owing  u\)  in  war-ravaged 
Austria.  "If  you've  never 
been  hungry,"  he  says, 
"you  don't  know  what  it 
means."  When  he  was  14, 
his  mother  sent  him  to 
ti-ain  as  a  tool-and-che  mak- 
ei".  Even  then,  he  dreamed 
of  starting  his  own  busi- 
ness, recalls  boyhood  fiiend 
Franz  Deutsch,  now  chair- 
man of  Austrian  ski-equip- 
ment maker  Tyi'olia.  At  21, 
with  Europe  still  on  its 
knees,  Stronach  emigrated 
to  Canada,  arriving  with 
one  suitcase  and  .$200. 
Within  six  months  of 
joining  a  small  tool  shop  near  Toronto, 
he  had  an  experience  he  says  shaped 
his  management  approach.  The  owner, 
praising  his  work,  said  he  would  make 
him  a  partner.  "At  fu'st,  I  felt  pretty 
good,"  Stronach  recalls.  But  the  owner 
"kept  di'agging  his  feet,"  so  Stronach 
quit  and  set  up  his  own  shop  in  a  gar- 
age. Within  two  years,  he  employed  20 
workers.  Then  his  foreman  asked  to  be- 
come a  paitner.  Thinking  it  over,  Stron- 
ach reasoned  that  if  the  foreman  left, 
he'd  have  to  do  all  the  work.  "The  next 
morning,  I  said,  'Wliy  don't  we  open  up 
a  new  factory  and  give  you  an  owner- 
ship in  it?' " 

That  formula,  replicated  time  and 
again,  earned  Magna  to  revenues  of  $1.3 
billion  by  1990.  But  as  the  company  grew 
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to  100  independently  operated  faeti  i 
"we  ignored  the  budgeting  prrjct: 
Stronach  admits.  In  the  late  1980s,  \  i 
he  focused  on  politics,  plant  maiia; 
piled  on  debt  to  gTow.  Stronach,  a  1. 1 
al,  was  trounced  in  1988's  Conser\ 
landslide.  And  in  1990,  Magna  losi  . 
million.  The  stock  feU  to  less  than  2  3. 
a  high  of  more  than  25,  and  Magna  : 
lated  some  loan  covenants. 

By  eai'ly  1990,  some  of  Magna's  1/ 
ers  wanted  to  put  someone  i  lv: 
charge,  says  then-boai-d  member  la 
McCallum.  Reacting  vidth  rage,  St 
ach  convinced  them  he  "would  do  w  ; 
ever  it  takes,"  says  Godsoe.  Wi 
months,  he  jettisoned  36  factones 
headquarters  staff  by  more  than  • 
and  instituted  a  plan  to  slash  debtr: 
also  imposed  discipline  and  plann; 
Now,  factoiy  managers  must  clear  n 
spending  with  senior  executives,  A 
approve  only  projects  that  fit  t 
Magna's  strategic  plan.  All  debt  has  1  ■ 
ei*ased,  and  new  debt  is  verhoten.  Ma 
Godsoe  says,  has  "a  rock-soUd  bal; 
sheet  and  lots  of  capital  for  expansi 

Even  with  the  new  constraints,  J. 
na  remains  "far  more  entreprenei' 
than  most  North  American  compan 
says  Chrysler's  Stallkamp.  Each  of  it 
plants  is  a  separate  profit  center, 
managers  enjoy  almost  total  com 
plus  a  giant  incentive:  3%  of  gross  ] 
its.  Magna  pays  managers  an  averag 
$60,000  a  year,  but  bonuses  can 
$500,000,  which  has  made  "man\ 
them  millionaires,"  Stronach  says. 
"FRANK'S  WAY."  It's  a  tactic  that  li^ 
talent  and  fuels  dedication.  Ros.^ 
MacLean,  a  39-year-old  mechanical  e 
neer,  left  General  Motors  Coip.  for  A 
na  because  "I  saw  the  opportunit,^  i 
make  a  lot  of  money."  Since  taking  c 
mand  in  1991  of  Polycon  Industrie 
joint  venture  with  Ford  Motor  Co. 
was  losing  $12  miUion  a  year,  MacL 
has  poured  70  hours  a  week  into  re 
citation  efforts.  Last  year.  Poly 
earned  $6  million  on  sales  of  about  \ 
million.  MacLean  says  he'll  be  abk 
"comfortably  retire  in  10  years- 
years  sooner  than  I  would  have  at  ( 

But  however  much  autonomy  Sti 
ach  gi'ants  plant  manager's,  at  headqi 
ters  he's  known  as  difficult  and  for 
ding.  "It's  Frank's  way  or  no  way,"  s 
one  of  many  executives  who  have  c 
The  latest  casualty,  John  Doddridge, 
signed  last  October  after  two  yean 
CEO.  Stronach  admits  that  Doddri 
found  "being  ceo  doesn't  mean  t 
much  at  Magna."  New  ceo  Dor 
Walker  is  Stronach's  son-in-law. 

Stronach's  current  strategy  is 
make  Magna  a  leader  in  producing 
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t  parts  but  systems — finished  seats, 
,  or  outer  body  shells.  Analyst  Frede- 
i  K.  Larkin  of  Bunting  Warburg  Inc. 
aks  the  tactic  could  boost  Magna's 
rth  American  market  share  by  75%, 
an  average  $275  per  car,  by  2000. 
11,  that  big  pothole  just  ahead — the 
mp  in  North  American  auto  sales — 
,  sent  Magna's  stock,  like  other  auto 
cks,  plunging.  It's  at  37  on  the  New 
-k  Stock  Exchange,  down  about  a 
rd  from  last  year's  high.  That's  a 
■OSS  overreaction,"  says  Philip  K. 
eke  of  Prudential  Securities  Inc.,  who 
sects  Magna  to  keep  gi'owing,  albeit 
re  slowly,  through  any  downturn. 
/Vith  Walker  in  charge  in  Toronto, 
onach  is  focusing  on  Europe,  where 
gna  is  a  relative  newcomer.  But  over 
years,  it  has  hired  some  500  Eui'ope- 
managers  and  technicians,  so  it  can 


WHAT'S  A  MAGNA? 


J4NTS  86,  in  10  countries 
«IPLOYEES  21,000 


134  SALES  $2.5  billion 
194  EARNINGS  $166  million 


IIMARY  STOCK  MARKET  NYSE 

;Y  CUSTOMERS  Chrysler,  General 
otors,  Ford,  Volkswagen,  BMW 

iV  PRODUCTS  Seating  systems,  door 
stems,  mirrors,  air  bags,  plastic 
miper  systems,  metal  body  parts 

DATA:  COMPANY  REPORTS 

j  ve  fast  now.  Magna  has  20  European 
its,  generating  sales  of  more  than  $700 
[ion.  Finance  head  Gruber  predicts 
t  will  double  in  three  to  five  years. 
?ut  even  after  1990's  crisis,  Stronach 
t  all  business.  Wherever  he  is,  he 
cks  constantly  on  his  "business  of 
3,"  horse  racing.  He  bought  his  first 
se  in  the  early  1960s.  In  the  late 
Os,  he  began  spending  heavily,  aiming 
nake  his  stable  No.  1  in  North  Amer- 
His  Beechwood  Fai-m  is  already 
s  in  Canada,  and  since  1989,  he  has 
ight  three  farms  in  Kentucky.  Some 
ilthy  owners  "check  their  brains  at 
airport"  when  visiting  their  farms, 
s  Ray  Paulick,  editor-in-chief  of  The 
■od  Horse,  "but  Stronach  is  very  in- 
se  and  a  lot  more  hands-on  than  oth- 
)wners."  In  1994,  his  horses  won  $3.7 
lion  in  North  America,  ranking  him 
1  among  big  owners.  Sid  Fernando, 
3d-stock  editor  of  the  Daily  Racing 
m,  says  he  has  "a  very  good  shot  at 
oming  No.  1."  One  thing's  for  sure: 
won't  rest  till  he  reaches  that  goal. 
3y  William  C.  Symonds  in  Toronto, 
h  Eric  Frey  in  Vienna 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
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Ibis  year.  How'd  you  become  a  v. p.?' 


"/  made  a  great  deal  on  the  200,000 
gizmos  you  didn  't  sell  last  year. " 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  EUyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


You  REALIZE  youLL  BE  OUT  of  P^EAcH 
fo^  THE  /^E^T  Hours  /Ind  Voq 

ViVNT  6iVE  TUB  FINAL  CHANGEs  To 
C/IT,    youfi   A^iE  ^sUSTAnT. 


lU^        Cdo?  i  'Li  LdoI^  icLe. 
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Plant  Trees  for  America 


10  Free  Trees 

Ten  (Colorado  blue  spruces, 
or  otlKT  conifers  selected 
to  grow  in  your  area,  will  be 
given  to  each  person  who 
joins  The  National  Arbor  Day 
Foundation. 

Your  trees  will  lie  shipped 
jiostiiaid  at  the  right  time  for 
planting  in  )<)ur  area,  February 
through  May  in  the  spring  or 
October  through  mid  Decem- 
iier  in  the  fall.  The  six  to 
twelve  inch  trees  are  guaran- 
teed to  grow,  or  they  will  be 
replaced  free. 

To  become  a  member 
and  to  receive  your  free 
trees,  send  a  $10  member- 
ship contribution  to  Ten 
Blue  Spruces,  National 
Arbor  Day  Foundation,  100 
Arbor  Avenue,  Nebraska 
City,  NE  68410. 

Join  today,  and  plant 
your  Trees  for  America! 


The  National 

Arbor  Day  Fouinkttioii 


IHEH   JHfif<i  1^  15..-  IN  Ff^oNT  OF  yoo  GL[AMlNS 
Llh[  4   BRIGHT    LliiHT  cn.  .tAa^  /H/P5r  oF  ^  MuRKyMoNDAy 


Si. JO 


Government 


TRADE  AMBASSADOR 

,<4^t's  no  longer  just 
\ab6ut  war  and  peace 
have  new  constituen 
aft  business  is  one  c 
them//  ! 


ECONOMIC  DIPLOMACY 

PEDDLERS 
IN  PINSTRIPE! 

At  the  new  State  Dept.,  trad  j 
is  taking  center  stage  \ 

Frank  G.  Wisner,  U.  S.  Ambassa( 
to  India,  had  a  crisis  on  his  han 
Authorities  in  the  state  of  Ma! 
rashtra  were  threatening  to  cance 
$900  million  electric-power-plant  c< 
tract  with  three  American  compan 
in  Mai'ch.  Although  his  expertise  is 
litical  security,  the  cai-eer  foreign  sei-v 
officer  had  to  play  commercial  brol< 
"At  every  step  of  the  way,  Frank  1 
helped  keep  the  project  on  track,"  s, 
R.  Michael  Gadbaw,  a  vice-president 
Genei'al  Electric  Co.,  which  is  supply 
power-generation  equipment  along  w 
Bechtel  Group  Inc.  and  Enron  Corp 
Welcome  to  the  New  World  of  Dif 
maey.  The  State  Dept.  still  calls  its  f 
eign  outposts  "embassies,"  but  it's  tre 
ing  them  increasingly  like  a  chain 
business-promotion  centers  called  I 
ports  'R'  Us.  Ambassadors  long  steej 
in  arms-control  arcana  and  politi 
pi'oblem-solving  are  now  unabashed  p 
dlers  in  pinstripes,  vigorously  lobby: 
local  officials  on  behalf  of  Corpori 
America.  "State  deserves  high  mai 
for  its  engagement."  says  Leshe  G.  J 
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.L,  SELL,  SELL:  Tlie  new  iiiLiid-set 
State  is  largely  Spero's  work 


iw,  CEO  of  Fluor  Coip.  "The  depth  of 
olvement  and  the  level  of  coordina- 
:i  is  better  than  what  we've  seen 
m  previous  Administrations." 
;t's  about  time.  Europeans  and  the 
)anese  have  never  been  shy  about 
ng  a  little  diplomatic  arm-twisting  to 
I  deals.  State's  economic  diplomacy 
ve  is  part  of  a  coordinated,  high-pro- 
Clinton  Administration  campaign  to 
fit  U.  S.  business  overseas.  The  Com- 
Tce  Dept.  has  the  lead  on  commercial 
'ocacy.  While  State's  diplomats  help 
ie  deals,  their  chief  contribution  is 
push  for  stnictural  changes  in  for- 
n  markets  that  improve  the  climate 
U.  S.  business.  A  recent  example  is  a 
V  State-led  economic  paitnership  with 
ia  aimed  at  eliminating  barners  to  its 
';e  infrastiucture  market. 
MVIATic  SHIFT.  The  business-friendly 
phasis  is  largely  the  work  of  Joan 
Spero,  Under  Secretaiy  for  Econom- 
Business  &  Agiicultural  Affairs.  The 
mer  American  Express  Co.  execu- 
3  vice-president  is  expanding  on  a 
me  launched  by  the  Bush  Adminis- 
tion,  and  her  modest  success  to  date 
lects  the  dramatic  extent  to  which 
focus  of  foreign  policy  has  shifted 
ee  the  end  of  the  cold  war  "It's  no 
ger  just  about  war  and  peace,"  she 
•s.  "We  have  new  constituencies,  and 
iiness  is  one  of  them." 
^pero  argues  that  boosting  trade  and 
estment  buttr  esses  U.  S.  strategic 
lis  by  promoting  stability  in  hot  spots 


Managing 
Strategic 
Innovation  & 
Change 

June  4  -  9  1995 


Draw  on  the  best. 


I'erform  today,  while  innovating  for  tomorrow.  To  meet  this  ciiallenge 
you  must  develop  a  strategy  that  links  R&D,  marketing,  manufactur- 
ing and  human  resources  throughout  a  product's  life  cycle. 

This  powerful  program  was  the  first  in  this  field,  anci,  tme  to  its  title, 
stays  a  step  ahead  of  the  relentless  change  in  businesses  like  yours. 

Call  for  more  information,  or  a  complete  catalog  of  courses  including: 

June  11-16   Leading  and  Managing  People 

July  9 -21   Business  Strategy 


Enroll  todav:  l-8()()-692-EXEC  ext.  734 
or  212-854-3395  ext.  734 
COLUMBIA  Eax  212-316-1473 

sSJSf"  COLUMBIA  EXECUTIVE  PROGRAMS 
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A  I   1  O  N  A  L     c:  E  N  T  E  R      /  o  .      ]-  A  M  ]  L  \  LITERACY 


One  in  live  Amciicin  ,^dl-llt^ 
cannot  rc.id  well  cniiiii^li  to 
undcrst.md  iliis  ,id. 

rh.u's  wliv  the  N.inon.il 
(  entei  ioi  l  aniih  I.itcr.iCN' 
IS  current l\  behind  literacy 
programs    teir   families  in 


Suite  200-B,  325  West 
Main  Street.  Lniiis\ille, 
Kentucky  40202-4251.  for 
information  on  how  to  sup- 
■  '^'^  port  family  liteiac\'.  Or  call 
(502)  584-1133  ext.  33. 
If  we.  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


iner  1.000  communities 
across  Amei  ica.  But  there  is 
nuich  more  wc  need  to  do. 


We  urge  \'OU  to  write  the 
National  Center  for  Familv 
Literacy.  Waterfront  t'laza. 


achieve  full  literacy 


then  we  can 


achieve  anything. 


\Vi        i.KATiiuL  lo  mis  inmi  u  M  lON  roR  sui'POBT  in  pbintini,  nils  m> 


mm® 


PAT 


v(jiyLce4  'Do^toM  Au^'-hfyi^ Service^  -^cryu 
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xren  M.  Chiistopher,  meet  regularly 
;h  CEOS.  On  Apr.  6,  for  example, 
ristopher  discussed  further  loosening 
itrols  on  high-tech  exports  with  Mi- 
tel C.  Armstrong  of  Hughes  Aircraft 
and  Michael  J.  Jordan  of  Westing- 
ise  Electric  Co. 

The  most  encouraging  changes  for 
;iness  are  occun-ing  in  State's  global 
work  of  field  offices.  When  Malaysia 
ided  to  buy  Russian  MiG  fighter  jets, 
jnsive  lobbying  by  U.  S.  Ambassa- 
•  John  Stem  Wolf  persuaded  the  de- 
se  minister  in  1993  to  reopen  the 
ding  to  American  suppliers.  McDon- 
l  Douglas  Corp.  officials  credit  Wolf 
h  helping  the  St.  Louis  company  land 
300  million  order  fi-om  Kuala  Lumpur 
eight  F/A-18  jets. 

wen  in  the  home  office,  there  are 
IS  of  change.  In  March,  Deputy  Sec- 
ary  of  State  Strobe  Talbott  followed 


In  the  New  World 
Order,  national 
;ecurity  is  defined  in 
economic  terms 


rnnerce  Secretary  Ronald  H.  Brown's 
1  by  taking  a  planeload  of  American 
cutives  on  a  two-day  trade-and-in- 
tment  mission  to  Haiti.  And  officials 
iconomic  agencies  say  State  has  be- 
le  more  cooperative  on  financial  in- 
tives,  such  as  lobbying  foreign  capi- 
;  to  back  a  regional  development 
k  for  the  Middle  East. 
CKERS.  Still,  many  Washington  trade 
ds  remain  skeptical  that  State  will 
nge  fundamentally.  While  Talbott 
red  his  plane  vdth  a  posse  of  CEOs, 
didn't  schmooze  with  them.  "They 
;  don't  get  it,"  snickers  one  Com- 
'ce  Dept.  official  of  State's  efforts  at 
nomic  diplomacy.  And  political  offi- 
5  still  tend  to  dominate  the  regional 
eaus  that  are  the  heart  of  the  de- 
:ment's  policymaking  apparatus.  "The 
itution  can't  change  its  spots  just 
ause  the  people  at  the  top  call  for 
nge,"  says  Greg  Mastel,  an  analyst 
a  the  Economic  Strategy  Institute. 
5ut  in  the  New  World  Order,  nation- 
ecui-ity  increasingly  is  being  defined 
conomic  terms.  Like  it  or  not,  Amer- 
i  diplomatic  corps  will  have  to  adjust 
n  the  times.  Spero  and  her  team  of 
)triped  peddlers  are  trying  to  make 
3  their  realpohtik-minded  colleagues 
the  message:  Today,  the  driving 
;e  in  foreign  poHcy  is  econopolitik. 
iy  Amy  Bornis  in  Washington,  mth 
c  Schine  in  Los  Angeles  and  Sharo7i 
ihavi  in  New  Delhi 


HALFWAY  THERE 


A  POWERFUL  DRAMA  FOR  ALCOHOL  AND  DRUG  ABUSE  PREVENTION 


Millions  of  teens  use  alcohol  and  drugs 
each  year.  Halfway  There  helps  to  change 
young  people's  perception  about  illegal 
alcohol  and  drug  use. 
y         Over  700,000  young  people  have 
experienced  live  performances  of 
Halfway  There  in  schools  across  the 
country  and  internationally. 

For  information  about  helping  to 
make  a  difference  by  sponsoring  Halfway 
There  in  your  community  contact: 


periwinkle 

■  NATIONAL  THEATRE  Fl 


NATIONAL  THEATRE  FOR  YOUNQ  AUDIENCES 

19  Clinton  Avenue,  Monticello,  NY  12701     (914)  794-1666 

This  advertisement  is  a  contribution  to  the  national  drug  abuse  prevention  effort. 


/  / 


JoaWer  (ooCj-c&  S^T^art 


Airfone 


GTE  Airfont  lncorpor;itcd  opcrjics  under  a  license  issued  bv  [he 
Federjl  Communiunons  Commission  (HCCI.  The  l.abil.ly  of  ihe 
carrier  and  GTt  Airfone  Incorporated  tor  failure  of  communicallo 
IS  lim.ied  to  call  charges  only.  Tariff  available  upon  request  Airfon. 
IS  a  registered  trademark  and  Airborne  Office  is  a  service  mark  of 
GTE  Airfone  Incorporated  O  ll')^,  GTt  Airlone  Incorporated 
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Park  Avenue's  back  seats  don't 
take  a  back  seat  to  most  other 
cars'  front  seats. 

Remember  legroom?  Well,  Buick  Park  Avenue 
provides  its  back-seat  drivers  with  nearly  the 
same  legroom,  headroom,  shoulder  room  %  ' 

and  hip  room  as  its  own  front  seats. 
And  Park  Avenue's  front  seats  sit  you 
firmly  in  the  lap  of  luxury.  There 
is  no  second  class  seating  here. 
To  learn  more,  call  1-800-4A-BUIC 


GM 


©1995  GM  Corp,  All  rights  reserved. 
Park  Avenue  is  a  registered  trademark  of  GM  Corp. 


Bucjcle  up,  America! 


It  suggests  both  Fortu 


Caltnap-t^rained  leather-trimmed  seats.  Cavernous  space  thanks  to  its  innovative  cab'for\ 

/y       ^"'^"'^'^^^^BHI^^^BI^fc^        design.  A  premium  120'Watt  Chry; 

Infinity  Spatial  Imag 
Sound  System 
no  fewer  tha 


cie 


0  and  Indianapolis  50Q 

.ers.  And,  of  course,  driver  and  front  passenger  air  bags;  Why,  with  all  that,  you'd  think  we  made 
:ar  exclusively  for  the  corporate  elite.  Enter  a  214  horsepower,  24'valve,  3.5  liter  V6  engine, 
-touring  suspension  and  traction  control.  Plus  a  wide  track  for  superior  handling.  And  you'd  he 
)  think  racing  elite.  Chrysler  LHS.  Whatever  circles  you  drive  in,  you'll  be  comfortable  in  both. 

lore  information,  call  h800'4'A'CHRYSLER.     f^^^\      CHrVsW  LHS 

/    form   follows  function 


Fiiniiu-  500  rs  ii  a'i?srm-J  muii-miiilc  vj  Tmt:  liic  /ndltiiuipiilis  500  !■>  u  re^sttrcd  trddtmirk  u/  IMS  t-'crfi  'A[u;i\\  wear  yinir  vaif  Mt 


SPECIAL    ADVERTISING  SECTION 


with  Tim  Finchem 


Q:  You  have  been  Commissioner  of  the 
PGA  TOUR  for  nearly  a  full  year.  Has 
the  job  been  what  you  expected? 

A;  Having  been  the  Deputy 
Commissioner  tmder  Deane  Beman 
and  havmg  been  involved  in  the  opera- 
tion ot  the  TOUR  tor  a  number  ot 
years,  I  knew  how  the  TOUR  worked 
and  understood  the  operational 
details.  The  difference  now  is 
in  having  the  final  decision- 
making responsibility.  That 
has  been  the  primary  adjust- 
ment. Deane  was  very  generous 
in  the  amount  of  responsibility 
he  gave  me  during  my  years  as 
Deputy   Commissioner,  so 
I  was  prepared  for  the  opera- 
tional aspects  of  the  |ob;  btit 
the  old  saying,  "The  Buck 
Stops  Here,"  certainly  ai^plies 
to  the  f'ommissio net's  )ob. 
1  am  literally  on  call  2't  hours 
a  day,  every  day  of  tiie  week. 

Q:  How  did  you  establish 
your  priorities  for  the 
transition? 

A:  1  felt  It  was  important  to  use 
the  transition  period  to  recon- 
firm that  our  structtire  is  in  line  with 
our  strategic  objectives.  I  needed  to 
understand  how  our  various  constituen 
cies  viewed  the  TOUR  and  the  job 
that  we  were  doing,  so  I  spent  a  great 
deal  of  time  on  the  road,  visiting  play 
ers,  tournament  sponsors,  television 


networks,  title  sponsors,  other  golf 
organizations,  our  other  corporate 
clients  —  everyone  who  has  a  working 
relationship  with  the  TOUR.  I  wanted 
to  gather  as  much  information  as 
1  possibly  cotild  before  we  made  any 
organizational  or  structural  changes. 
I  followed  that  cmirse  for  a  couple  of 


reasons.  One,  I  was  comfortable  with 
the  ability  of  our  current  staff,  so  that 
no  drastic  overhaul  was  contemplated; 
and,  two,  I  felt  it  was  important  to  find 
(Hit  how  other  people  viewed  us  before 
we  Lindertook  any  structutal  or  proce- 
dural changes.  As  I  said  when  the 


Tournament  Policy  Board  selected  me 
as  Commissioner,  the  choice  was  at 
least  in  part  a  reflection  of  the  Board's 
opinion  that  things  were  running 
smoothly  and  we  didn't  need  major 
surgery.  That  was  as  much  a  compli- 
ment to  the  staff  as  it  was  to  me  as 
Deputy  Commissioner. 


Q:  Have  you  completed  your 
fact-finding  efforts? 

A:  Well,  obviously,  the  intormj 
tion-gatheting  aspect  of  my  job 
will  never  be  finished.  I  think  it 
is  very  important  to  keep  lines  o 
communication  open  with  every 
one  in  the  golf  world;  however, 
we  have  started  to  examine  our 
staff  structure  in  a  very  detailed 
way  and  I  would  anticipate 
some  changes  in  the  way  we 
operate  over  the  next  few  monti 
We  want  to  run  a  streamlined 
operation  and  we  will  be  lookin 
for  ways  to  eliminate  some 
of  the  overlapping  responsibili- 
ties and  perhaps  change  some 
reporting  lines  during  the  rest 
of  this  year. 


Q:  The  PGA  TOUR  is  held  up  as  an 
example  of  how  to  run  a  profession^: 
sports  organization.  How  healthy  isti 
the  PGA  TOUR  -  and  golf  in  general  |t* 
-  in  your  mind? 

A:  The  structure  of  the  game  is  very 
sound.  All  the  research  indicates  that 
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OR   THOSE   OF   US   WHO  WOULD 
RATHER   NOT   SLEEP  IN. 


If  you're  a  golfer  who  would  rather  act  on  a 
dream,  instead  of  dozing  on  a  sunny  morning 
replaying  it  in  your  head.  I'GA  TOUR 
Partners  is  for  you. 

What  exactly  is  PGA  TOUR  Partners? 

We're  a  group  (  reated  l.y  the  F^GA  TOUR 
esjjecially  for  golfers  who  share  a  love  of  the 
game. 


INTRODUCING 
PGA    TOUR  PARTNERS 


As  a  PGA  TOUR  Partner,  you're  offered  a 
numher  of  ways  to  get  closer  to  your  f  avorite 
sport.   For  example,  you  are  eligihie  to  enter 
in  Partners  Classics  tournaments  on  courses 
such  as  TPC  at  Sawgrass. 

Other  Partners"  benefits  include  a  compli- 
mentary PGA  TOUR  tournament  guest  pass, 
10  issues  of  ON  TOLIR  magazine,  and  a  per- 
sonalized hag  tag.  All  this  for  only  $25. 

You'll  also  have  the  opportunity  to  attend 
clinics  hosted  l»y  instmictors  to  TOUR 
players,  get  on  famous  courses  iind  partici- 
])ate  in  tournament  Pro-Anis. 

So  put  joining  PGA  TOUR  Partners  at  the 
lop  of  yf)ur  list  of  things  to  do  this  year. 

AntI  rememhei-,  the  earlv  hird  gets  the 
empty  fairway. 


.A  TOUR  Partners 


SPECIAL    ADVERTISING  SECTION 


golf  continues  to  grow  in  popularity, 
and  we  are  pleased  to  see  the  game 
broadening  its  base.  One  ot  our  objec- 
tives is  tor  the  people  inside  the  ropes  at 
a  tournament  to  reflect  the  population 
outside  the  ropes,  those  millions  of  peo- 
ple who  support  the  PCiA  TOUR  and 
golf  as  a  sport. 

Q:  How  do  you  accomplish  that? 

A:  We  can't  do  it  by  ourselves,  but  our 
players  are  the  most  visible  representa- 
tives ot  the  game.  We  need  to  have 
programs  that  will  help  develop  a 
broader  base  ot  participation.  We  have 
had  a  number  ot  outstanding  Atrican- 
Amencan  athletes  on  the  PGA  TOUR, 
but  it  is  a  relatively  small  number.  We 
should  be  competing  with  the  other 
ma)or  sports  -  baseball,  basketball, 
tootball  -  for  the  best  young  athletes 
regardless  ot  their  race.  It  we  have  a 
limited  number  ot  minority  role  models 
among  our  current  membership,  we 
should  be  using  some  ot  the  prominent 
athletes  in  other  sports  who  love  golt. 
Golt  is  a  game  everyone  can  enjoy. 

Q:  What  other  kinds  of  things  can  you 
do  to  "broaden  the  base"? 

A:  We  have  had  a  minority  internship 
program  in  place  at  the  PGA  TOUR  for 
several  years,  and  it  has  brought  some 
outstanding  young  people  into  golt.  We 
place  college  students  into  various  orga- 
nizations, including  our  own,  during  a 
summer  |->r()gram.  Based  on  the  quality 
ot  the  people  we  have  had  participate. 


Raising  money  for  charity  is  a  key 
ingredient  in  our  success.  Last  year, 
the  PGA  TOUR  raised  nearly  $32  million 
through  the  tournaments  on  our 
three  tours. 
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we  teel  confident  that  we 
can  help  minority  stu- 
dents tind  real  leadership 
and  administrative  posi- 
tions in  the  game.  Not 
everyone  can  have  the 
playing  ability  ot  a  Tiger 
Woods,  but  there  defi- 
nitely are  young  people- 
out  there  who  can  con- 
tribtite  to  the  game  in 
other  ways. 

Q:  What  are  some 
of  the  other  challenges 
facing  golf  and  the 
PGA  TOUR? 

A:  We  have  some  threats 
to  the  game  from  the 
public  sector,  but  we 
hope  to  have  those  sorted 
out  in  the  not-too-distant 
future.  The  Federal  Trade 
Commission  has  been 
looking  at  a  couple  ot  our  rules  tor  the 
last  five  years.  They  say  that  two  of  our 
rules  in  particular  -  the  "conflicting 
event  rule"  and  the  "television  release 
rule"  -  have  restricted  output.  Our 
view  IS  exactly  the  opposite:  those  rules 
have  helped  increase  output.  The  num- 
ber of  players,  the  number  ot  playing 
opportunities,  hours  on  television,  prize 
money,  charitable  contributions  -  there 
has  been  tremendous  growth  and  expan- 
sion in  all  ot  those  areas.  We  would 
not  be  able  to  put  on  the  quality  ot  the 
events  that  we  do  without  those  rules, 
so  we  hope  to  have 
the  FTC's  questions 
resolved  soon  so  we 
can  get  back  to  our 
purpose:  providing 
playing  opportunities 
tor  our  members 
and  helping  to  raise 
money  tor  charity. 


Q:  Why  is  charity  so  important 
to  the  PGA  TOUR? 

A:  Raising  money  for  charity  is  a 
key  ingredient  in  our  success.  Last 
year,  the  PGA  TOUR  raised  nearly 
$32  million  through  the  tournaments 
on  our  three  tours.  That  money  flows 
directly  back  into  the  communities 
where  the  events  are  played,  so  that 
the  thousands  of  volunteers  who  work 
at  our  various  tournaments  can  see 
the  benefits  in  their  own  areas.  That  is 
one  ot  the  reasons  tor  our  success  and 
acceptance  in  so  many  communities,  pmli 
When  you  go  to  visit  some  of  the 
charities  that  have  received  money  frorr 
a  PGA  TOUR  event,  you  really  feel 
good  about  that  aspect  ot  our  operation 
I  think  that  is  why  so  many  of  our 
players  have  gotten  involved  in  charity 
efforts  in  their  own  communities  in 
addition  to  what  the  TOUR  does  as 
an  organization. 


t!'li 


H 


QW  MANY  IMAGINARY  CHAMPIONSHIPS 
HAVE  YOU  PLAYED? 


17th  hole  at  The  TPC  at  Saivgrass,  site  of  THE  PLAYERS  Chunipionshii)  and  u  1995  Partners  Classic  tournament. 


Ever  played  an  imaginary 
hampionship  while  at  the  office? 
ilunk  a  five  footer  to  win  a  make 
telieve  TOUR  championship? 

We  understand.  So  have  we.  We're 
*GA  TOUR  Partners,  a  group  created 
.y  the  PGA  TOUR  especially  for 
;olfers  who  share  a  love  of  the  game. 

As  a  member,  you're  offered  a 
lumber  of  ways  to  live  out  your  golf 
antasies  including  a  complimentary 
;uest  pass  to  a  PGA  TOUR  or  Senior 
*GA  TOUR  tournament,  10  issues  of 
)N  TOUR  magazine,  a  personalized 
>ag  tag  and  the  opportunity  to  apply 


T'JUR  Parlners  TOUR  CARD  MasterCard  is  issued  by  SunTrusl  BankCard  N  A 
'  IS  PGA  TOUR  Partners 


As  a  member  of 
PGA  TOUR  Partners, 
you'll  receive: 

A  roniplimontarx  iOVH 
or  Senior  /'(,'  t  TOlHi 
toiirnaniciit  pass 
m 

Eligibility  to  play  in  Partners 
( 'lassies  tonrnanienls 
m 

1 0  issues  of 
ON  TOUR  magazine 

■ 

4  personalized  I'GA  TOUR 
Parlners  l>ag  tag 
■ 

The  opportunity  to  apj>l\  for 

a  I'CA  TOUR  t'arlners 
TOUR  CARD  MasterCard" 


1  800 


for  a  TOUR  CARD.  And  the  chance 
to  play  on  legendary  courses  under 
PGA  TOUR  Tournament  conditions 
in  Partners  Classics  tournaments. 
All  starting  at  just  $25. 

You'll  also  have  the  opportunity 
to  attend  clinics  hosted  by  instructors 
to  PGA  TOUR  players  and  participate 
in  tournament  Pro-Ams. 

Why  not  join  us  this  year? 
We'll  support  you,  enrich  you,  and 
delight  you. 

To  become  a  member, 
call  immediately: 

PGA  TOUR 


1     800  742-8687 


'ARTNERS 
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Q:  What  are  some  of  the  other 
reasons  for  your  success? 

A:  The  three  main  reasons  tor  our  suc- 
cess are  the  image  ot  the  players  and  the 
game,  the  growth  in  popularity  of  golt 
and  the  structure  of"  the  sport.  By  tar, 
the  most  important  reason  tor  our  suc- 
cess is  the  image  ot  the  game  and  the 
image  of  our  players.  Some  surveys  that 
have  been  done  indicate  that  949/  ot  the 
fans  surveyed  view  our  players  as  posi- 
tive role  models.  We  don't  take  that  tor 
granted.  We  are  constantly  remmding 
our  players  of  their  responsibility  to 
the  game  and  their  organization.  Not 
that  the  players  need  a  great  deal  ot 
reminding.  They  are  individual  contrac- 
tors as  well  as  being  PGA  TOUR 
members,  so  they  know  the  value  of 
presenting  themselves  in  a  tavorable 
light  to  the  tans  at  our  tournaments 
and  the  television  viewing  audience. 
Also,  golt  has  been  very  fortunate  in 


that  many  of  its  outstanding  players 
have  been  great  sportsmen  as  well. 
From  Francis  Ouimet  and  Bobby  Jones 
through  Gene  Sarazen  and  Byron 
Nelson  to  Arnold  Palmer  and  Jack 
Nicklaus,  young  golfers  have  had  a  rich 
tradition  of  sportsmanship  among  its 
very  best  players.  That  is  a  tradition 
we  need  to  maintain,  and  we  will. 

Q:  You  mentioned  television. 
Has  TV  had  a  major  impact  on 
the  PGA  TOUR? 

A:  Television  is  certainly  one  of  the 
cornerstones  of  our  success.  PGA  TOUR 
golt  is  on  practically  every  network 
around  the  world.  That  national  and 
international  exposure  is  not  only  benetl- 
cial  to  our  players,  it  helps  attract  title 
sponsorship  tor  our  tournaments.  We 
are  on  television  in  more  than  100 
countries  around  the  world  this  year 
and  the  PGA  TOUR  brand  is  synony- 
mous with  quality  in 
every  market.  The  image 
ot  our  players  and  the 
international  exposure  ot 
our  events  throughout 
the  world  are  two  of  the 
keys  to  our  ability  to 
stage  the  best  tourna- 
ments and  attract  the  best 
players  to  play  in  them. 

Q:  What  do  you  see 
for  the  future? 

A:  We  have  an  obligation 
to  our  members  to  pro- 
vide them  with  the  best 
playing  opportunities  and 
most  attractive  purses 
that  we  can.  We  choose 
to  do  that  within  a  chari- 
table structLire,  and  our 
members  support  that 
decision.  There  is  no 
reason  professional  golt 


should  not  continue  to  prosper  if  we 
don't  lose  sight  of  why  we  have  suc- 
ceeded thus  far  and  it  we  continue  to 
anticipate  where  the  opportunities  wi 
be  tor  growth  in  the  future.  We  know 
that  television  is  changing  and  that 
viewers'  choices  are  going  to  expand 
rapidly  in  the  coming  years.  We  want 
to  start  ahead  of  the  trends  in  that  are: 
and  take  advantage  ot  the  marketplace 
in  a  shrinking  globe. 

Q:  When  you  talk  about  a  global 
marketplace,  does  that  mean  the 
PGA  TOUR  is  going  international? 

A:  We  already  are  an  international 
organization  in  many  ways.  As  I  men- 
tioned earlier,  the  PGA  TOUR  is  tele 
vised  around  the  world,  which  gives  tl 
PGA  TOUR  brand  name  great  value 
internationally.  W^e  have  many  of  the 
best  international  players  —  Ernie  Els, 
Nick  Faldo,  Greg  Norman,  Nick  Pric( 
and  many  others  -  as  full-time  mem 
bets  of  the  PGA  TOUR.  In  fact,  37  of 
the  top  50  players  on  the  Sony  World 
Rankings  are  full-time  members  of  th 
PGA  TOUR.  It  is  our  goal  to  have  the 
best  tour  in  the  world,  which  means 
attracting  the  best  players.  The  intern 
tional  nature  of  the  TOUR,  combined 
with  the  international  television  expo^ 
sure  our  events  and  players  receive, 
boosts  the  PGA  TOUR's  recognition 
and  value  in  the  marketplace  through 
out  the  world.  We  have  developed 
International  Tournaments  Players 
Clubs  in  Asia  and  Japan,  including  a 
site  in  China  which  will  be  the  host 
club  for  the  1995  World  Cup;  and  we 
expect  the  ITPC  network  to  grow  as 
interest  in  golf  continues  to  boom 
internationally.  So,  yes,  we  are  aware 
ot  the  international  opportunities  for 
the  PGA  TOUR  and  we  want  to  be 
properly  positioned  to  take  advantage 
of  those  opportunities. 


If  you 
savor  growth 
and  security, 
give  you  an  edge. 

The  Principal  Edge.® 

A  diverse  assortment,  rolled  into  one. 

Whatever  the  flavor  of  your  personal  financial 
strategy,  the  diverse,  global  companies  of 
The  Principal  Financial  Group™  have  just  the 
assortment  you  want. 

A  complete  package  of 
annuities.  Oumewtax-defen-ed 
variable  annuity  is  one  example. 
Choose  from  ten  different  investment 
options,  plus  a  fixed-rate  account.  And 
there  are  flexible  withdrawal  options  as 
well  as  a  death  benefit  feature. 


Stock  brokerage  and  a  variety  of 
mutual  funds.  The  Princor  family  of  mutual 
funds  provides  customers  with  flexible  investment 
options  and  convenient  account  access.  With  recent 
acquisitions.  Principal  Financial  Securities  now  has  over 
600  Investment  Consultants  in  63  offices  throughout  15  states. 

Wrap  up  an  edge  on  your  future.  With  over  $48  billion  in 
assets  under  management.  The  Principal'  has  become  one  of  the  worid's 
strongest  financial  services  organizations,  serving  8.9  million  people. 
The  Principal.  Your  edge  on  the  future.  Call  1-800-986-EDGE  (3343)  Ext.  1004. 

the! 


Financial 
Group 

ife  and  Health  Insurance  •  401(k)  •  Home  Mortgages  •  Mutual  Funds  •  HMO/PPO 

Stock  Brokerage  •  Annuities 

'31995  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392-0150.    Products  and  services  ottered  througti  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds 
distributed  through  Princor  Financial  Services  Corporation,  a  registered  broker  dealer  (prospectus  available  upon  request).  Stock  brokerage  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states). 
Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages  available  through  Principal  Residential  Mortgages,  Inc.  (not  available  in  all  states). 


You  Wouldn't  Buy  A  Cheap  Parachute. 


You/Wouldn't  Buy  A  Cheap  Pacemaker. 


You  Wouldn't  Buy  A  Cheap  Crash  Helmet. 


Let's  Discuss  Cars. 


There  are  some  things  in  life  that  are  simply  too  important  to  scrimp  on.  And  yet 
every  day,  people  do  exactly  that  when  choosing  the  one  piece  of  equipment 
statistically  most  likely  to  determine  their  fate— their  car.  H  Despite  clear  evidence 


to  the  contrary,  many  people  still  think  of  their  car  more  as  a  fashion  accessory  than 


a  serious  piece  of  life-saving  equipment.  II  Fortunately,  this  attitude  has  never  been 
fashionable  at  Mercedes-Benz.  H  Which  is  why  in  every  category  that  the  govern- 
ment has  set  technical  standards  for  safety,  Mercedes-Benz  automobiles  not  only 
meet  them,  but  in  many  cases  exceed  them.  H  And  why  in  categories  which  the  gov- 
ernment does  not  require  a  standard,  we  have  created  our  own.  For  instance,  the 
government  sets  no  standard  for  occupied  seats  absorbing  rear  impacts.  But  to  pass 
the  Mercedes-Benz  standard,  our  occupied  front  seats  must  withstand  a  30  mph 
car-to-car  rear  impact.  H  Is  there  a  less  expensive  way  to  build  cars?  To  be  sure. 
Is  there  a  better  way?  If  there  is,  you  can  be  sure  we  will  find  it.  H  Ultimately,  the 
qii^stion  you  must  ask  yourself  is  not  whether  you  can  afford  to  buy  a  car  built  as 
well  as  a  Mercedes-Benz.  The  question  you  must  ask  yourself  is  whether  you  can 
afford  not  to.  H  If  we  can  assist  you  in  any  way,  please  call  1-800-FOR-MERCEDES. 
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FedEx  and 
the  PGA  TOUR 

Deliver 

BY  HELEN  ROSS 

PHOTOGRAPHY  BY  SAM  G  R  E  E  N  W  OO  D/ P  G  A  TOUR 


Gil  Morgan  on  the  fairway. 

Open  tile  car  door,  and  the  pun- 
L;ent,  sweet  aroma  oi  barbectie 
smoking  in  the  building  nearby 
greets  you  and  invites  you  inside. 

Those  Hp-smacking  sandwiches  of 
well-seasoned,  chopped  pork  served  u]i 
in  the  Germantown  Commissary  are 
popular  Items  year-round.  But  business 
really  picks  u]->  when  the  FedEx  St.  Jude 
Classic  is  played  each  summer  )ust 
about  a  mile  down  the  road. 

Stop  tor  lunch  on  your  way  to  the 
TPC  at  Southwind.  Or  cool  oft,  rest 
your  feet  and  have  dinner  after  you've 
followed  yotir  favorite  PGA  TOUR 
pro  around  the  course. 

If  you're  lucky,  one  of  the  golfers 
might  even  stop  by.  Jim  Gallagher,  Jr., 
Jodie  Mudd  and  Peter  Jacobsen  like 
to  eat  there,  and  mementos  from  their 
visits  hang  oii  the  wood-paneled  walls. 

Loren  Roberts  and  nuny  TOUR  players  generously 
donate  their  time  visiting  patients  at  the  St.  Jude 
Children's  Research  Hospital. 


Walker  Taylor,  who  owns  the 
Germantown  Commissary,  sees  about 
a  25  percent  increase  in  sales  during 
the  week  of  the  tournament  —  "a  nice 
little  boost,"  he  says.  "A  lot  of  our  wait- 
resses and  catering  personnel  don't 
want  to  take  their  vacation  that  week. ' 

The  lunch  crowd  usually  starts 
irriving  at  11:15  a.m.  But  when  the 
lournament's  in  town,  Taylor  opens  up 
.Ltound  10.  Business  is  steady  most  of 
the  afternoon,  "then,  boom,  around 
four  o'clock  people  start  coming  for 
dinner,"  he  says. 

The  Germantown  Commissary's 
catering  business  picks  up  during  the 
FedEx  St.  Jude  Classic,  too.  Taylor  says 
people  living  in  the  Southwind  devel- 
opment particularly  like  to  give  parties 
during  the  tournament. 

Businesses  all  over  Memphis  are 
affected  by  the  FedEx  St.  Jude  Classic. 
Some  do  business  directly  with  the 


irly  one-third  of  all  the  people  who  attend  the  FedEx  St. 

arnament.  Others,  like  the  German- 
wn  Commissary,  do  more  business 
their  own  because  the  PGA  TOUR 
in  town. 

Memphis  is  located  on  the  western- 
3St  border  of  Tennessee,  separated 
im  Arkansas  by  the  wide,  rambling 
ississippi  River.  The  city  is  called 
.merica's  Distribution  Center,"  and 
s  tournament's  benefactor.  Federal 
press,  is  the  area's  largest  employer. 

The  St.  Jude  Classic,  staged  since 
'58,  is  something  of  an  institution  m 


Jude  Classic  come  from  out-of-town. 

and  around  Memphis,  not  unlike  the 
home  of  Elvis  Presley,  Graceland.  There 
is  no  other  PGA  TOUR  event  within  a 
25()-mile  radius  ot  Memphis  —  extend- 
ing in  various  directions  to  Chicago, 
Dallas,  New  Orleans  and  Atlanta. 

"As  far  as  this  area  is  concerned, 
we  are  the  mecca  to  see  a  PGA  TOUR 
event, "  says  Dwight  Drinkard,  who 
lias  directed  the  tOLirnament  tor  the 
last  eight  years. 

Economic  impact  studies  indicate 
that  nearly  one-third  ot  all  the  people 


who  attend  the  FedEx  St.  Jude  Classic 
come  from  out-ot-town.  That's  a  boost 
for  restaurants,  hotels  and  nearby  shop- 
ping centers  —  even  gas  stations,  as  well 
as  for  the  tournament. 

"The  study  shows  that  the  average 
out-of-town  stay  is  for  2.65  days," 
Drinkard  says.  "We  were  surprised 
and  pleased  at  how  high  that  was. " 

Since  the  study  indicates  many  ot 
the  visitors  stay  overnight,  the  tourna- 
ment arranges  special  packages  with 
local  hotels.  The  hotels  get  reduced-rate 
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If  so  many  golfers 
are  doctors  and  lawyers, 

wliy  do  tliey  dress 
like  used  car  salesmen; 


Introducing  100"/o  cotton 
golf  shirts  and  sweaters  from 
The  Arrow  Company- 
They're  cut  full,  so 
they  won  t  affect  your 


follow-through.  And  they  come 
in  plenty  of  colors  and  styles 
that  II  make  you  look 
like  a  professional. 
(Golfer,  that  is.) 


THE  ARROW  COMPANY 

est  i8$i 
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tickets,  bus  passes  and  visors  to  otter 
guests.  The  hotels  often  throw  in  a  social 
event  on  site  as  an  added  inticement. 

"They  really  take  it  and  run  with  it," 
Dnnkard  says. 

Overall  out-ot-town  spending  has 
been  estimated  at  $4.4  million  ot  the 
$  12.6  million  generally  regarded  as  the 
total  economic  impact  ot  the  FedEx  St. 
Jude  Classic  each  year.  Not  surprising- 
ly, tournament  marketing  efforts  take 
pains  to  target  the  outlymg  areas. 

"We  make  a  definite  public  relations 
effort  to  specific  small  town  newspa- 
pers," Drinkard  says.  "And  through 
the  Memphis  Commercial  Appeal,  we 
have  over  200, 000  stutters  specifically 
included  in  the  regional  editions." 

Tournament  officials  make  sure  that 
It's  easy  to  buy  a  ticket,  too.  The  Delta 
region  tor  the  Kroger  grocery  store  chain 
corresponds  to  the  St.  Jude  Classic's 
target  areas,  and  the  supermarkets  serve 
as  ticket  outlets. 

But  Memphis  benefits  from  more  than 
|ust  the  money  spent  by  the  roughly 
1 30,000- 1  50,000  people  who  attend 
the  tournament  each  year.  According  to 
the  economic  impact  study,  the  FedEx 
St.  Jude  Classic  j-iumps  another  $1.2 
million  back  into  the  city  annually. 


Davis  Love  III  and  Greg  Cesario  provide  a  helping  hand. 


First  and  foremost  is  the  annual 
contribution  to  the  St.  Jude  Children's 
Hospital,  the  tournament's  sole  benefi- 
ciary for  the  last  25  years.  The  1994 
gift  was  $555,000  and  the  total  contri- 
bution exceeds  $6.25  million.  Some 
79  percent  of  that  total  has  come  since 
1986,  when  Federal  Express  became 
the  tournament's  sponsor. 

Then  there  are  taxes,  phone  bills  and 
utilities  to  be  paid,  and  insurance  to  be 
purchased.  Programs,  signs  and  tickets 
must  be  printed.  Companies  are  com- 
missioned to  erect  and  air-condition  the 
corporate  hospitality  tents.  Security  and 
caterers  must  be  hired. 

And  those  are  just  a  few  of  the  expen- 
ditures. Tournament  manager  Phil 
Cannon  estimates  that  as  much  as  95 
percent  of  the  money  the  FedEx  St. 
Jude  Classic  spends  each  year  stays 
in  Memphis. 

"All  things  being  equal,  if  we  had 
a  choice  between  an  in-town  vendor 
and  an  out-of-town  vendor,  we  would 
choose  the  in-town  one,"  Drinkard  says. 
"There  are  obvious  reasons  -  loyalty 
and  civic  concerns,  as  well  as  the  fact 
that  most  local  companies  support  the 
tournament.  " 

As  Drinkard  said,  the  relationship  is 
symbolic.  Local  companies 
purchase  sponsor  packages 
and  buy  corporate  hospitali- 
ty tents.  Businessmen  work 
with  the  Committee  of  100, 
the  St.  Jtide  Classic's  volun- 
teer sales  force. 

"And  that  allows  us  to 
continue  to  impact  the  local 
economy, "  Cannon  explains. 

Mahatfey  Tent  Company 
IS  one  of  the  many  business- 
es that  does  business  with 
the  FedEx  St.  Jude  Classic. 
The  Memphis-based  compa- 
ny, founded  in  1923,  has 


1994  champion  of  the  FedEx  St.  Jude  Classic 
Dicky  Pride  is  presented  with  his  winner's  check. 

1  2  full-time  employees  and  another 
dozen  temporary  workers. 

For  a  golf  tournament,  Mahatfey 
president  William  Pretsch  estimates 
the  work  force  triples.  It  takes  nearly 
three  weeks  to  set  up  and  equip  the 
tents,  another  10  days  to  two  weeks 
to  take  everything  down. 

At  one  time,  the  FedEx  St.  Jude 
Classic  was  the  only  golf  tournament 
with  which  Mahaftey  was  involved. 
But  as  corporate  executives  saw  first- 
hand the  things  the  comp)any  could 
do,  its  client  list  increased.  Mahaffey 
now  works  with  four  golf  events. 

"The  clientele  and  patrons  at  a  golf 
tournament  are  so  high  up  in  income 
and  position, "  Pretsch  explains.  The 
exposure  Mahaftey  gets  pays  off  hand 
somely  as  a  result. 

"It's  important  from  so  many  angles 
he  says.  "The  bottom  line  is  the  impac 
ot  a  big  project.  So  many  people  see 
us  and  get  ideas  tor  what  they  want  tc 
do.  Then  they  call  the  (office)  of  the 
St.  Jude  Classic,  and  they  say,  'Oh,  it 
was  Mahatfey  Tents.' 

"I  don't  know  how  you  quantify 
that  multiplier  effect.  But  we  do  get 
quite  a  lot  ot  phone  calls  afterward.  " 

The  FedEx  St.  Jude  Classic  also  is 
fortunate  in  that  it  hasn't  had  to  compel 
for  entertainment  dollars  with  any  pro 
tessional  sports  teams.  But  that  is  chan^ 
ing  this  year.  Both  the  Arena  Football 
League  and  the  Canadian  Football  Lcagi 
will  field  franchises  in  Memphis. 

"I  think  we  can  withstand  the  com- 
petition," says  Cannon  confidently.  "W 
are  firmly  established  as  an  annual  rite 
of  summer." 
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Ill  go  100,000  miles  before  its  first  tune-up.  it  has  a  32-valve,  UOHd  VS  that  broke  47  tlifterent  speed-enduranee  records  during  development. Ninety  percent 
Its  peak  torque  is  available  between  1,700  and  5,600  RPM.  And  with  2S0  horsepcnver,  it  might  be  just  the  boost  that  the  market  is  looking  for.  The  new 
roi'a  luxury-performance  sedan  by  Oldsmobile.  See  what  happens  when  you  Demand  Better.  1-800-718-7778. 


BY  CHEL 


IBM  and  the  PGA  TOUR  have  been 
thinking  about  how  improved  scoring 
could  enhance  the  tournaments  for 
the  fans. 

They've  been  thinking  along 
these  lines; 

"Suppose  we  could  communicate 
the  drama  and  excitement  that  hang  on 
every  stroke Suppose  we  could  know 
exactly  where  each  shot  went?  Suppose, 
if  the  player  birdied,  we  could  know 
how  the  other  players  in  the  totirnament 
had  done  on  that  hole?  And  how  other 
players  in  previous  tournaments  had 
doner'  And  know  it  immediately,  in 
real  time^ " 

Just  imagine  what  that  wotild  be 
like.  It  would  be  an  advancement  in 
tournament  go!  I  that  would  be  compa- 
rable to  stadium  golf 

But  fans  won't  have  to  suppose 
or  imagine  for  very  long.  IBM  and 


the  PCjA  tour  are  already  working 
on  the  solution. 

Tom  Burke,  IBM's  manager  of 
sports  marketing,  says,  "Prior  to  IBM 
becoming  the  technology  sponsor  tor 
the  TOUR,  there  were  any  number  ot 
different  ways  to  get  the  scores  to  the 
scoreboards,  the  press  and  the  players. 
The  networks  and  the  press  might 
generate  their  own  numbers.  At 
some  tournaments,  there 
might  be  three  diHerent 
scoring  methods  used.  " 

Moreover,  prior  to 
IBM,  it  could  take  be- 
tween one  and  two 
minutes  to  get  the  scores 
Irom  greenside  to  the 
Coca-Cola  scoreboards. 


IBM  provided  its  first  solution  by 
creating  a  single  system,  the  IBM  Goll 
Scoring  System,  that  makes  the  scores 
at  the  end  of  each  hole  available  to  pla 
ers,  tans  and  media.  .  .in  seconds. 

"We  basically  provided  everybody 
with  the  same  score  and  the  same  stats 
trom  the  greens  as  a  player  putted 
out, "  Burke  says.  "It  was  a  win-win 
tor  everybody.  " 


Players  as  well  as  fans  can 
get  up-to-the-minute  results 
and  statistics. 
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IBM  and  the  PGA  TOUR  have 
;ned  an  agreement  for  four  more  years 
1995  through  1998.  So  as  IBM  con- 
lues  as  the  "Official  Computer  of  the 
jA  tour,"  fans  can  look  forward  to 
Dfe  advancements  in  the  IBM  Golf 
oring  System. 

"There  are  two  things  that  make 
a  challenge  at  the  tournaments," 
irke  says.  "Basically,  it's  like  run- 
ng  a  small  business,  spread  over 
'0  acres,  and  moving  it  every  week, 
lere's  been  some  interesting  chal- 
iges,  but  so  far  things  have  worked 
■mendously." 

At  the  first  PGA  TOUR  event  of 
is  year,  the  Mercedes  Championships, 
e  computer  giant  replaced  desktop 
mputers  with  the  IBM  ThinkPad, 

notepad  computer  with  CD-ROM 
d  speakers.  Much  smaller  than  the 
sktop  PCs,  the  ThinkPad  is  easier  to 


carry  Irom  tournament  to  tournament 
and  easier  to  set  up  at  each  event. 

"That's  the  direction  our  technology 
is  heading,  smaller  and  more  portable, " 
Burke  says. 

The  ThinkPad  is  also  easy  for  fans 
and  volunteers  to  operate.  "User 
friendly?"  It  has  to  be  because  the 
walking  scorers  and  greenside  scorers 
are  volunteers  who  are  new  to  the 
equipment.  "Every  day  of  every  tour- 
nament, we  have  to  train  someone 
to  enter  these  statistics,"  says  Jack 
White,  the  PGA  TOUR's  director 
of  tournament  operations. 

Also  new  at  the  Mercedes  Champi- 
onships: "The  scoring  stats  are  available 
as  the  players  complete  each  hole. 
That's  another  technology  update  pro- 
vided by  the  score  entry  terminal  that 
now  sits  greenside, "  says  Steve  Evans, 
the  PGA  TOUR's  information  systems 
manager. 

"So,  for  the  golf  fans  on 
the  course,  the  television 
people  and  the  television 
audiences,  that's  a  lot  more 
meaningful  than  what  we 
have  had  in  the  past.  " 

After  The  Masters,  IBM 
introduced  its  consumer 
multimedia  PC,  the  IBM 
Aptiva  Personal  Computer, 
to  the  tournaments.  Dis- 
played at  kiosks  in  areas 
such  as  the  19th  hole,  the 
Aptiva,  with  Its  video  capa-  P'^^"' 
bilities,  will  show  the  fans  an  aerial 
view  of  a  particular  hole,  demonstrate 
how  a  pro  typically  strategizes  and 
plays  that  hole.  Also,  player  bios 
can  be  brought  up  on  the  screen,  and 
they're  just  not  text.  They  show  the 
players  in  action. 

Another  solution,  real-time  golf 
scores  throughout  a  tournament  are 
not  that  far  off. 


"The  next  improvement  will  be  to 
give  spectators  information  as  a  round 
is  progressing,"  Burke  says.  Today's 
scoring  information  must  wait  until 
the  walking  scorers,  who  are  with  each 
group  of  players,  reach  the  green  and 
turn  in  their  scoring  tickets  to  the 
greenside  reporters. 

In  the  future,  the  walking  scorers 
will  have  lightweight  portables  that 
will  directly  input  the  scores,  stroke- 
by-stroke,  into  the  central  system, 
says  Burke. 

"Sometime  in  1996,  individual 
shots  and  their  associated  stats  will  be 
shown  instantly  as  each  shot  is  played," 
Burke  says. 

Leo  P.  McCullagh,  Jr.,  vice  president, 
marketing  and  retail  licensing  for  the 
PGA  TOUR,  says,  "There  has  never  been 
the  kind  of  statistical  collection  and 
measurement  systems  in  golf  that  base- 
ball's had  for  years  and  years.  .  .But 


Rick  Fehr  and  Tom  Lehman  check  their  stats. 

this  real-time  scoring  will  allow  us  to  do 
some  improved  statistical  collection." 

Evans  says,  "We  know  which  shot 
went  on  the  green.  But  what  we'd  like 
to  know  is:  "Did  his  third  shot  go  into 
the  left-hand  rough  or  the  deep  left- 
hand  rough And  then  collect  all  that 
information  and  analyze  it,  so  we  can 
tell  fans  how  hard  it  is  to  get  out  of  the 
deep  left-hand  rough." 
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"With  this  system,"  McCullat;h 
adds,  "we'll  know  that  one  in  a  hun- 
dred shots  from  this  position  will  hit 
the  green." 

Burke  says,  "Our  next  really  interest- 
ing piece,  as  the  worlds  of"  television 
and  computers  get  more  and  more 
intertwined,  is  to  network  and  bring 
them  together." 

For  example,  Burke  envisions  a  spec- 
tator at  a  tournament  being  able  to  go 
up  to  a  computer  and  view  the  action  at 
any  hole  on  live  television. 

"All  ol  these  things  are  possible," 
McCullagh  says.  "These  are  not  pipe 
dreams.  These  are  all  things  that  we  can 
do  to  take  the  presentation  ot  our  game, 
in  a  technology  sense,  to  the  state  ot  the 
art.  But  It  will  take  time." 

White  sums  it  up  this  way:  "In 
partnership  with  IBM,  we're  using  tech- 
nology to  better  present  goit." 


A  Nissati  Open  fan  checks  out  the  IBM  Scoring  System. 

And  IBM  is  using  golt  to  present  its 
computers,  as  well  as  its  solutions,  to 
customers  and  potential  customers. 

International  Business  Machines,  Inc., 
based  in  Armonk,  NY,  is  the  world's 
largest  computer  maker.  In  199  4,  the 
company  had  earnings  ot  $3  billion.  Its 
sports  marketmg  programs  locus  on 
premier  sports  and  events  such  as  the 


PGA  TOUR,  the  NBA, 
Grand  Slam  events,  and 
the  Olympics. 

"The  PGA  TOUR 
events  match  very  well 
with  our  customer  aud- 
ience,"  Burke  says.  "The 
TOUR  gives  us  an 
opportunity  to  demon- 
strate how  we  can 
provide  a  solution  in  a 
sport  that  they  en|oy; 
enhance  the  sport  tor  all 
the  spectators;  and  give 
them  a  chance  to  see, 
teel  and  use  our  product 
lines.  It's  really  been  a 
win-win  situation.  "  — »' 

1  ,  It  is  easy  to  follow  the 

IBM  s  name  and  logo  ' 
are  seen  on  television  in  millions  ot 
homes.  The  computer  maker  also  gets 
worldwide  recognition  and  credit  tor  its 
IBM  Golt  Scoring  System  in  more  than 
100  countries,  where  the  PGA  TOUR 
is  televised. 

And  this  year,  without  television, 
IBM  representatives  are  demonstrating 
the  IBM  Golf  Scoring  System  in  action 
to  customers  thousands  of  miles  away 
trom  the  tournaments. 

For  example,  'We  were  in  Orlando," 
Burke  says,  "and  we  could  demonstrate 
the  ThinkPad  and  scoring  system 
by  dialing  into  the  tournament  at 
Phoenix  and  bringing  up  scores  and 
stats  instantly  -  )ust  as  it  we  were 
right  there  in  Phoenix.  This  really 
expands  the  demonstration  capabilities 
ot  the  ThinkPad,  its  speed,  versatility 
and  graphic  capability.  You  can  see 
the  score  -  in  color  —  updated  every 
second.  It's  good  tor  marketing.  " 

McCullagh  says,  "We've  gone  trom 
)ust  an  intormation  system  to  an  inter- 
active and  proactive  sales  vehicle  for 
them;  a  place  where  IBM  demonstrates 
and  tries  technologies;  a  system  that 


leaders  with  IBM. 

detinitely  enhances  fan  value  on-site; 
and  a  tie-in  with  television  that  will 
improve  the  broadcasting  ot  golt, 
over  time,  through  intormation 
technologies." 

The  partnership  of  the  PGA  TOUI- 
and  IBM  gives  IBM  continued  access 
to  the  game  that's  a  favorite  ot  the 
nation's  executives,  IBM's  best  cus- 
tomers, and  the  tastest-growing 
participant  sport. 

"That's  basically  the  reason  we're 
in  the  game, "  Burke  says.  "We  know 
that  our  customers  are  interested  in 
golf  At  PGA  TOUR  events  they 
come  across  IBM's  ditferent  product 
lines.  .  .and  the  solutions  we  bring 
to  the  TOUR." 

Being  on  the  TOUR,  he  says, 
gives  IBM  an  opportunity  to  tell  thei 
customers: 

"Here's  a  sport  you  like.  Here's  a 
sport  we  thought  we  could  bring  a 
solution  to.  And  here's  the  solution 
we  brought  to  it.  " 

That's  what  IBM  is  domg  on  the 
PGA  TOUR  today.  .  .and  will  be  doin 
tomorrow  —  in  real  time.  - 


''The  Big  Bertha 
Fairway  Woods 
are  friendly  too.' 


Who  is  the 
PGA  Tour's 
longest  driver 
this  year  through 
March  12, 1995? 

It's  Dennis  Paulson 
with  his  Big  Bertha  Driver) 
the  World's  Friendliest 
Driver! 


Dennis  really  enjoys  his  Big 
Bertha  Driver,  and  it  shows. 
"It  is  so  easy  to  hit;  and  that 
gives  me  a  really  great  feel- 
ing when  I  tee  it  up.  Even 
on  my  miss-hits,  I  get  better 


results  with  my  Big  Bertha 
Driller."  Join  Dennis  and 
the  over  2  million  amateurs 
all  over  the  world  who  use 
this  Tour  Proven,  Amateur 
Friendly'"  club. 


1995  PGA  TOUR  STATISTICS 

through  March  12, 1995 

Driving  Distance  Leaders  * 
Avg. 

1.  Dennis  Paulson  ..  282.8yds. 

2.  John  Daly  281.1yds. 

3.  DanPohl  280.1yds. 


GOLF^ 


YOU  CAN'T  ARGUE  WITH  PHYSICS-' 
2285  Rutherford  Road,  Carlsbad,  CA  92008 
(800)  228-2767 

In  California,  call:  (619)  931-1771  ■  In  Canada,  call  toll  free:  (800)  361-5678 
Call  us.  We'll  tell  you  who  carries  Callaway  golf  clubs  in  your  area. 
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year,  NIKE  grads  won 
four  of  five  tournaments: 
Mike  Springer  at  the 
Kmart  Greater  Greensboro 
Open;  Mike  Heinen  at 
the  Shell  Houston  Open; 
John  Daly  at  the  BellSouth' 
Classic;  and  Tom  Lehman 
at  the  Memorial.  Also 
breaking  through  were 
Brian  Henninger  at  the 
Deposit  Guaranty  Classic 
and  Steve  Lowery  at  The 
Sprint  International. 
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BY  MARK  SOLTAU 


It  It  wasn't  for  the  NIKE  TOUR, 
John  Daly,  Tom  Lehman,  Jert 
Maggert,  Mike  Sprmger,  Steve 
wery  and  Dave  Stockton  Jr.  may 
ver  have  found  their  way  to  the  PGA 
3UR.  All  used  the  circuit,  formerly 
[led  the  Ben  Hogan  Tour,  as  a  prov- 
g  ground  to  hone  their  games  and 
id  out  if  they  had  the  right  stuff. 
Daly,  Lehman,  Maggert  and  Springer 
t  only  belong,  they've  become  stand- 
ts.  All  but  Maggert  captured  PGA 
)UR  titles  in  1994,  bringing  the 
-year  total  to  14. 

"Certainly,  it  was  a  boost,"  Maggert 
d  of  the  new  Tour.  "More  important 
getting  your  confidence  up.  I've 
d  four  good  years  out  here.  I  think 
lelong." 


n  Daly  is  one  of  many  players  who  have  graduated 
he  PGA  TOUR. 


Added  Lehman,  "It  was  very 
difficult  for  me  to  make  it  through 
the  qualifying  school,  so  when  the 
Hogan  Tour  was  established,  I  saw 
the  light  at  the  end  of  the  tunnel." 

During  one  stretch  last  year, 
NIKE  grads  won  four  of  five  tourna- 
ments: Springer  at  the  Kmart  Greater 
Greensboro  Open;  Mike  Heinen  at 
the  Shell  Houston  Open;  Daly  at  the 
BellSouth  Classic;  and  Lehman  at 
the  Memorial.  Also  breaking  through 
were  Brian  Henninger  at  the  Deposit 
Guaranty  Classic  and  Lowery  at  The 
Sprint  International. 

Daly,  class  of  1990,  remains  the 
most  famous,  thanks  to  a  stunning 
victory  in  the  1991  PGA 
Championship  at 
Crooked  Stick  GoU 
Club  in  Carmel,  IN.  At 
age  25,  he  became  the  first 
NIKE  TOUR  player  to  win  on  the 
PGA  TOUR. 

Since  the  Tour's  inception  in 
1990,  prize  money  has  doubled  from 
$3,050,000  to  $6,125,000  in  1995. 

"This  has  had  size,  scope  and  a  mis- 
sion from  the  start,"  said  Dale  Antram, 
Vice  President  of  NIKE  TOUR  Opera- 
tions, who  also  helped  launch  the 
Senior  PGA  TOUR.  "We  kind  of  ran 
that  out  of  our  hip  pockets." 

In  addition,  more  than  $6.8  million 
has  been  generated  for  charity,  includ- 
ing more  than  $1.1  million  last  year. 


Mike  Heinen 

"It's  important  for  me  to  remember 
the  opportunities  that  were  given  me, " 
said  Lehman.  "I  always  like  to  give  back 
as  many  times  as  I  can.  It's  always  nice 
to  know  that  something  that's  given 
you  an  opportunity  is  also  giving  other 
people  an  opportunity." 

When  Hogan  decided  to  sever  ties 
with  the  PGA  TOUR  in  1992,  there 
was  legitimate  concern.  As  it  turned 
out,  the  parting  may  have  been  a  bless- 
ing. Oregon-based  NIKE,  the  world's 
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Mike  Springer 

largest  manutacturer  ot  athletic  shoes, 
agreed  to  take  over  sponsorship  and 
pledged  a  Hve-year  commitment. 

"The  transition  from  Hogan  to 
NIKE  was  significant,"  said  Antram. 
"Instead  of  a  passive  partner,  we  have 
a  large,  aggressive  partner.  It  reversed 
a  sinking  feeling  we  had." 

It  also  secured  instant  credibility  for 
NIKE  in  the  golf  market.  For  years,  the 
company  had  been  trying  to  get  a  foot 
in  the  door.  Now  they  have  both  feet  in, 
and  have  become  a  force  in  the  industry. 

"It  has  legitimized  NIKE  in  the 
golf  business,"  said  Mick  McCormick, 
Director  of  Sales  for  NIKE  Golf 

Not  only  does  the  NIKE  TOUR 
provide  an  arena  for  newcomers  and 
veterans,  it  also  gives  the  game  added 
exposure  in  new  areas  throughout  the 
country.  Thirty  events  will  be  contest- 
ed in  1995  with  minimum  purses  of 
$200,000.  In  addition,  as  many  as  seven 
tournaments  will  be  shown  on  The  Golf 
Channel.  Also,  the  year-ending  NIKE 
TOUR  Championship  in  Atlanta  will 
be  aired  on  ESPN. 

"The  NIKE  TOUR  provides  a  great 
development  opportunity  for  players 
and  allows  NIKE  to  be  involved  in 
grassroots,  community-oriented  golf 
events  around  the  country,"  said 


Tom  Clarke,  President  and  COO  of 
NIKE.  "The  first  two  years  of  our  spon- 
sorship have  helped  strengthen  our 
links  to  the  golf  world  and  will  provide 
us  a  great  base  from  which  to  continue 
to  grow  our  business  and  our  involve- 
ment with  a  great  game." 

The  top  10  money  winners  from  the 
NIKE  TOUR  automatically  earn  PGA 
TOUR  playing  privileges  for  the  fol- 
lowing year.  In  all,  22  NIKE  TOUR 
alums  lumped  to  the  big  TOUR  in 
1995,  12  advancing  through  the  PGA 
TOUR  Qualifying  School,  including 
medalist  Woody  Austin. 

In  1993,  two  former  PGA  TOUR 
winners.  Curt  Byrum  (1989  Hardee's 
Golf  Classic)  and  Stan  Utiey  ( 1 989 
Chattanooga  Classic)  regained  their 
cards  by  finishing  among  the  top  10 
on  the  NIKE  TOUR.  In  1994,  Chris 
Perry,  another  former  PGA  TOUR  reg- 
ular, led  the  NIKE  TOUR  in  earnings 
and  IS  back  with  the  big  boys. 

"It  helps  you  test  yourself,"  said 
Springer,  who  finished  fourth  on  the 
Hogan  Tour  money  list  in  1990,  and 
has  now  accumulated  more  than  $1.3 
million  on  the  PGA  TOUR.  "The 
only  difference  is  not  as  many  people 
watch.  It's  good  conditioning  for  the 
PGA  TOUR. 

Lehman  agreed. 


"Because  the  PGA  TOUR  made  th 
effort  to  have  all  the  Ben  Hogan  event 
emulate  the  TOUR,  it  was  a  much  eas 
er  transition."  he  said.  "The  field  on 
today's  NIKE  TOUR  is  so  competitiv 
making  a  cut  out  there  is  just  as  difficu 
as  making  a  cut  on  the  PGA  TOUR." 

Stockton,  whose  father  Dave  is  a 
star  on  the  Senior  PGA  TOUR,  echoei 
those  sentiments. 

"It's  like  Triple  A  baseball, "  he 
said.  "When  I  won  my  first  NIKE 
TOUR  event,  it  gave  me  so  much 
confidence.  I  believed  in  myself  and 
knew  I  could  win.  " 

'Junior"  won  two  NIKE  TOUR  j 
titles  in  1993  and  shared  medalist 
honors  in  the  1993  PGA  TOUR 
Qualifying  School.  He  was  in  con- 
tention twice  last  year,  securing  a  pair 
of  third-place  finishes,  and  retained 
his  card  by  banking  $185,205. 

"The  guys  you're  watching  on  the 
NIKE  TOUR  now  are  the  guys  you're||.' 
going  to  see  on  the  PGA  TOUR  the 
next  five  or  six  years, "  said  Stockton. 
"It's  a  wave.  They're  going  to  be  the 
stars  of  the  future." 

NIKE  will  help  sponsor  PGA  TOU 
rookie  Pat  Bates  this  year,  and  has 
also  begun  a  new  clothing  program  for 
members  of  its  own  circuit. 

"We'll  probably  have  as  many  as 
50  NIKE  TOUR  players  from  head 
to  toe,"  McCormick  said. 

In  the  early  years,  galleries  were 
sparse.  But  last  August,  the  NIKE 
Ozarks  Open  in  Springfield,  MO  drew 
40,000  spectators,  further  evidence  the 
NIKE  TOUR  is  making  an  impact. 

"What  the  NIKE  name  means  is 
a  lot  of  energy,  credibility  and  active 
involvement,"  said  Antram.  ""The  talen 
keeps  increasing  each  year." 

Daly,  Heinen,  Henninger,  Lehman 
Lowery,  Maggert,  Springer  and  Stocktc 
are  proof  positive. 


They  speak  it  in  England,  France  and  Germany. 
It  sounds  the  same  in  the  U.S.,  Hong  Kong 
and  Tokyo.  It's  the  international  language  of 
business.  And  at  Delta  Air  Lines,  we  under- 
stand how  important  it  is  for  you  to  be  a  part 
of  the  conversation.  That's  why  we  offer  you 
a  schedule  with  more  than  4,900  flights  every 
day  to  over  300  cities  in  32  countries  around 
the  world.  And  along  the  way,  we'll  provide  a 
level  of  personal  service  so  extraordinary,  you 
won't  have  to  say  a  word  to  be  understood.  So 
jom  us  on  your  next  business  trip.  We  think 
you'll  love  the  way  we  fly. 


ADelta 

The  Official  Airline  of  the  PGA  TOUR, 
PGA  Of  America  and  PGA  EuropeanTom 

•  n  cities  served  by  Delta  and  the  Delta  Connection*  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©1995  Delta  Air  Lines,  Inc. 


WhereverThe 
International  Language 
Of  Business  Is  Spoken, 

We'UMakeSure 
You  Don't  Miss  AWord. 


Benefits 


Company 


BY  JAY  WILLI 

Birdies,  bogies,  fliers,  three-putts. 
The  words  that  swirl  around  the 
world  of  the  PGA  TOUR  often 
define  the  day-to-day,  shot-to-shot  guts 
of  the  sport,  of  fortunes  won  or  lost  by 
a  stroke  while  going  about  the  business 
of  being  a  professional  golfer. 

When  David  Robertson  thinks  of 
the  PGA  TOUR,  the  words  he  some- 
times conjures  are  "mind  share."  David 
Robertson,  you  see,  goes  about  the  busi- 
ness of  being  the  director  of  business 
advertising  for  AT&T  and  when  he 
looks  at  the  TOUR  from  his  corporate 
perspective,  he  sees  a  way  into  the 
hearts  and  minds  of  the  international 
business  community. 

AT&T  is  the  official  telecommunica- 
tions company  of  the  PGA  TOUR  as 
well  as  being  the  title  sponsor  of  the 
one  of  the  TOUR's  oldest  and  proudest 


events,  the  AT&T  Pebble 
Beach  National  Pro- Am.  , 
AT&T  is  one  of  dozens  of  ~ 
corporations  with  official  ; 
ties  to  the  PGA  TOUR, 
and  all  are  seeking  the 
same  basic  benefit:  to 
belong  to  an  exclusive 
club  in  which  everybod\ 
wants  to  be  a  member. 

This  is  a  look  at  how  a 
few  corporate  members  of 


li  > 

SkyTel  is  the  official  wireless  messaging  company  of  the  PGA  TOUR. 


the  club  see  their  relationship  with  the 
TOUR  and  the  benefits  they  derive 
from  It. 

Robertson  is  looking  for  something 
special.  He's  looking  for  a  way  to  con- 
nect with  executives  of  major  companies 
who  do  business  or  who  might  do  busi- 
ness with  AT&T.  He  knows  that  most 
business  exectitives  love  golf,  that  there 


Measure  Up  Challenge 
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Cadillac  .lUf  ibiites  $230  million  in  s.iles  to  its  assocution  with  the  Senior  PGA  TOUR. 


IS  a  very  dedicated  share  of  their  minds 
that  loves  the  game.  So  maybe  most  of 
the  time  that  mind  share  is  dedicated  t( 
double  bogeys,  shanks  and  $10  Nassaus 
Robertson  knows,  however,  that  he  can. 
use  that  mind  share  to  connect  AT&T 
to  business  opportunities,  he  can  do 
so  most  effectively  by  being  involved 
with  the  PGA  TOUR. 

"We  believe  that  our 
involvement  in  golf  helps 
LIS  with  our  long-term 
business  dealings,"  said 
Robertson.  "So  many  of 
the  executives  of  the  com 
l^anies  we  do  business 
with  or  would  like  to  do 
business  with  play  golf, 
so  it  makes  sense  that  we 
involve  ourselves  in  the 
game  in  a  meaningful 
way  from  the  corporate 
standpoint." 

For  Robertson,  the 
PGA  TOUR  provides  an 
unique  business  forum,  I 
one  where  the  actual  j 
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ling  ot  business  isn't  as  important  as 
e  personal  relationships  that  can  be 
rmed  in  such  an  intimate  atmosphere. 

"The  PGA  TOUR  has  the  kmd  of 
edible  image  that  we  want  to  be  asso- 
ited  with,"  said  Robertson.  "Pebble 
■ach  helps  us  bring  together  many 
ecatives  in  a  great  environment  that's 
ry  conducive  to  establishing  or  main- 
ining  relationships.  And  that's  what 
r  PGA  TOUR  involvement  is  about, 
lilding  and  maintaining  relationships.  " 

Jim  Merrigan  is  events  manager  for 
r&T,  which  has  been  the  title  sponsor 
Pebble  Beach  since  1985  and  a  corpo- 
:e  sponsor  of  the  TOUR  since  last 
ar.  AT&T  provides  the  TOUR  and 

players  with  telecommunications 
iistance  and  equipment. 

"We  don't  really  track  or  try  to 
antify  the  benefits  of  being  associated 
th  the  TOUR,"  said  Merrigan.  "We 
it  know  that  it  is  very  beneficial  to 
r  company  and  we  want  to  continue 


that  relationship.  We  can 
easily  see  how  our  clients 
enjoy  being  in  the  golf 
environment." 

At  TOUR  and  Senior 
TOUR  stops  across  the 
country,  the  Centinela 
Hospital  fitness  trailer  is 
a  familiar  sight  to  golf 
fans  and  a  welcoming  one 
to  professional  golfers.  Inside  the  trailers 
players  can  get  therapy  for  an  aching 
back  and  exercise  to  extend  a  back- 
swing.  Centinela's  corporate  involve- 
ment with  the  TOUR  is  definitely 
hands  on. 

Centinela  is  the  official  hospital 
and  research  center  of  the  TOUR,  an 
involvement  that  grew  out  of  research 
into  the  golf  swing  during  the  mid- 
'8()s.  The  Centinela  hospital  network 
includes  a  4()3-bed  facility  not  far 
from  the  Great  Western  Forum  in 
Los  Angeles,  and  1 1  other  satellite 


This  January,  Bayer  Aspirin  became  the  official  pain  reli 


till  PbA  TOUR. 


de  the  Centinela  fitness  trailers  you  will  find  Bayer  Aspirin  products. 


hospitals.  Centinela  doctors  deliver 
babies,  extract  appendixes  and  do  heart 
surgery.  But  the  hospital  is  known  best 
for  its  work  in  sports  medicine. 

So  many  great  professional  athletes 
have  come  to  Centinela  for  surgical 
repair  and  therapeutic  rehabilitation. 
Pro  baseball's  Orel  Hershheiser,  pro 
football's  Jim  McMahon,  tennis'  Ivan 
Lendl  are  among  thousands  of  athletes 
to  come  under  Centinela's  care.  Paul 
Azinger  took  his  cancer  treatment 
at  Centinela.  And  there  are  dozens  of 
Senior  TOUR  players  who  will  tell 

you  that,  without  the 
Centinela  fitness  trailer, 
their  careers  might  have 
withered  away. 

"Our  association 
with  the  TOUR  keeps 
our  name  out  there 
nationally  and  interna- 
tionally,"  said  Russell 
Stromberg,  president 
of  Centinela  Hospital. 
"We  are  a  world-class 
sports  medicine  facility. 
We  have  done  extensive 
rrsearch  on  the  golf 
wing  and  the  injuries 
that  are  specific  to  it. 
It  seemed  natural  that 
we  should  become 
involved  corporatcly 
with  the  TOUR.  We 
feel  very  comfortable 
with  this  association. 
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H  ere  s  OH-G  way  to 

cut  costs. 


Clu-vrolf[,  tlu'  Clicvrolct  liniMt-m,  Astro,  Blazer,  Cavalier,  Cnrsica,  I^iimina  ami  Mmite  Larlo  avc  retlistercc!  tradeniarLs 
and  Clievy  is  a  IraJciiiarl-  of  tlle  GM  Corp.  O  1 GM  Corp.  All  Rigtlts  Reserved,  BtiJcle  up.  America'*' 


C3n  tlae  otlaer  laand,  we've  coirae  ^lp 

Ltk  more  eff  ective 


ways 


to  get  XITLOICG  for  youir  money. 


All  over  the  world, 


companies  are 


making  sacrifices  to  stay  competitive. 
Ttiey  're  looking  for  products  that  not 
only  deliver  exceptional  performance, 
hut  exceptional  value,  as  we  11.  That's 
the  essence  of  Genuine  Chevrolet, 
chevy  has  introduced  more  new  cars 
and  trucks  than  any  other  manufac- 
turer in  the  past  year,  and  each  one 
has  heen  thoughtfully  enginee  red  to 
keep  your  employees  comfortable  and 


Laialicr  LS  Sedan 


torsica  Sedan 


Astro  L  arqo  \'o 


your  company  profitable,  Lumina,  Monte  Carlo;  Blazer^  and  coming  soon,  the 
new  Cavalier,  All  vehicles  that  offer  much  more  than  just  ''hasic  transportation. 
To  find  out  more,  call  us  at  1-800-FLEET-OPS  (353-3867). 


Genuine  Chevrolet' 
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We  draw  mucli  ot  our  business  nation- 
ally, and  tlie  TOUR  gives  us  more  than 
just  advertising.  We  get  to  prove  on  a 
national  scale  what  we  can  do. " 

Inside  the  Centinela  trailers  you  will 
hnd  Bayer  Aspirin  products.  This 


Kenny  Knox  with  ,i  young  fan, 

Jantiary,  Bayer  became  the  oHieial  pain 
reliever  ot  the  TOUR.  Bayer  has  a  pro- 
motional slogan  that  reads:  "As  you  get 
older,  you  get  smarter,  you  get  Bayer." 
That  slogiin  goes  directly  to  the  golt 
audience. 

"Our  association  with  the  TOUR 
delivers  the  demographic  target  audi- 
ence we  are  looking  for,"  says  Michelle 
Priefer,  who  is  manager  oi  medical  mar- 
keting and  public  relations  tor  Bayer. 
"Our  research  shows  that  the  people 
who  watch  golt  and  play  golt  are  40- 
plus  years  old.  That's  )ust  who  we  are 
looking  tor." 


NIKE  is  looking  tor  a  somewhat 
younger  audience.  In  the  197()s,  the 
NIKE  shoe  people  created  Athletics 
West,  a  program  to  nurture  Olympic- 
class  athletes.  It  retlected  a  philosophy 
ot  being  involved  with  sports  at  the 
grassroots  level. 

What  better  sport  to  be  involved 
with  at  the  grassroots  level  than  golt, 
and,  in  1993,  the  footwear  giant  signed 
on  to  be  the  sponsor  ot  the  NIKE 
TOUR,  the  PGA  TOUR  s  entry  level 
to  stardom.  It  is  a  commitment  often 
rumored  to  be  at  least  $20,000,000, 
a  rumor  not  denied. 

NIKE  began  making  golt  shoes  in 
the  1980s  and  when  Curtis  Strange 


won  back-to-back  U.S.  Opens  wearini^is 
NIKE  shoes  in  1988  and  1989,  it 
allowed  NIKE  a  grand  stage  to  tout  it: 
golt  line.  But  sponsorship  ot  the  NIKI 
TOUR  allows  NIKE  an  even  granek  r 
setting  to  promote  its  products,  which 
also  include  apparel  and  accessories 
such  as  gloves  and  hats. 

"We've  always  wanted  to  be  associ 
ated  with  supporting  athletics  from  tl 
grassroots  level,  which  is  why  we  thir 
the  NIKE  TOUR  is  a  perfect  fit  for  u 
said  Merle  Marring,  NIKE's  promo- 
tions manager. 

It  isn't  just  the  sales  and  marketin 
aspect  that  appeals  to  NIKE.  "We're 
youngsters  in  the  golf  business, '  said 
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irting.  "We're  able  to  learn 
ot  about  the  golf  business 
m  this  association.  The  PGA 
)UR  has  been  able  to  coach 
along  in  the  golt  business, 
lich  you  know  is  highly 
Tipetitive.  We  want  to  be 
used  on  the  sport,  be  totally 
grossed  in  it  and  not  just 
K  a  few  contracted  athletes. 

Curtis  Strange's  back-to- 
:k  wins  put  us  on  the  map. 
t  we  were  looking  for  more.  We 
nk  the  NIKE  TOUR  is  on  the  growth 
■ve  of  the  Senior  TOUR,  and  we  hope 
will  be  able  to  grow  right  along 
:h  it." 


'!  Irwin  entertains  a  group 
tiding  a  Coke  clinic. 


Sponsorship 


of  the  NIKE  TOUR  provides  NIKE  a  grand  setting  to  promote 

And  there  are  some  numbers  that 
bear  out  the  benefits  of  NIKE's  sponsor- 
ship. Marring  said  that  golf  footwear 
bookings  are  up  44  percent  over  1994, 
and  apparel  bookings  are  up  1  50  per- 
cent. "Everybody  here 
thinks  it's  been  a  tremen- 
dous opportunity,"  said 
Marring.  "Our  sponsor- 
ship of  the  NIKE  TOUR 
means  that  NIKE  is 
looked  at  as  a  credible 
company  in  rhe  golf 
business." 

Alex  Morton,  as  execu- 
tive vice  president  of 
iidvertising  at  DMB&B, 
puts  about  eight  percent 
ot  Cadillac's  advertising 
and  marketing  budget 
into  the  PGA  TOUR. 
The  largest  commitment 
by  far  is  to  the  Senior 
TOUR,  where  20  events 
come  under  the  heading 
of  The  Cadillac  Series.  All 
20  events  are  televised  on 
ESPN  with  Cadillac  as  the 
sole  automobile  sponsor. 

"We  were  fortunate 
enough  to  anticipate  the 
phenomenal  growth  of 
rhe  Senior  TOUR  and 
get  in  at  the  start  in  the 
mid-'80s, "  said  Morton. 


its  products. 

"The  Senior  TOUR  is  perfect 
with  Cadillac's  demographics:  Older, 
affluent,  active." 

And  Morton  has  a  pretty  big  num- 
ber to  proclaim  that  Cadillac  and  the 
Senior  TOUR  are  the  perfect  match. 
Try  $23(J  million.  "It's  been  wildly 
successful, "  said  Morton.  "We  have 
sold  $230  million  worth  of  product 
directly  attributable  to  our  involvement 
with  the  Cadillac  Series.  My  feeling 
is  that  we  actually  generate  a  lot  more 
sales  than  this.  " 

Cadillac  gets  its  local  dealer  groups 
involved,  offering  test  drives  in  exchange 
tor  tickets  to  Senior  TOUR  events,  and 
setting  up  sales  displays  at  the  events 
themselves.  This  allows  DMB&B  to  pay 
close  attention  to  the  benefits  ot  its  asso- 
ciation with  the  TOUR. 

There  is  one  year  remaining  on 
Cadillac's  contract  to  underwrite  the 
Cadillac  Series,  and  Morton  has  every 
intention  of  continuing  the  relation- 
ship. "Our  market  research  shows  that 
Cadillac  is  known  as  the  number  one 
sponsor  in  all  of  golf,  and  that  includes 
all  the  equipment  companies.  A  lot 
ot  companies  spend  more  money  and 
don't  get  the  exposure  we  do.  It's  far 
exceeded  our  expectations  for  success. 
This  will  be  written  some  day  as  the 
classic  program  of  integrated  marketing 
where  image,  preference  and  purchase 
come  together." 
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Here^s  to  You 


BY  ART  SPANDER 

Golt  seems  as  mucli  a  passion 
as  a  pastime.  It  you  don't  take 
it  seriously,  someone  mused. 
It's  not  tun.  And  it  you  do,  it  breaks 
your  heart. 

Surely,  of  the  games  people  play  and 
watch,  nothint;  equals  golfs  compelling 
blend  ot  joy  and  heartbreak  —  a  slice  ot 
lite  it  not  a  slice  ott  the  tee. 

Indifference  has  never  been  a  tailing 
ot  the  golting  crowd.  Ciolters  and  golt 
tans  are  tervent  toward  the  brand  ot 
clubs  they  swing,  the  pros  they  tollow, 
the  clothes  they  wear  and,  not  insigniti- 
cantly,  the  beverages  they  drink. 

Thus  did  executives  trom  Michelob, 
at  the  upper  end  of  the  spectrum  ot 
Anheuser-Busch  beers,  sign  a  five-year 
contract  early  last  year  to  become  a  part 
of  the  PGA  TOUR  Marketing  Partners. 
They  sotight  a  distinct  and  a  distinctive 
segment  ot  consumers  with  which  to 
build  a  relationship. 

And,  apropos  ot  nothing  but  perti- 
nent to  a  great  deal,  Michelob  already 
was  recognized  tor  an  advertising 
slogan  that  reflects  the  varied  emotions 
of  golf 

Bobby  Jones  once  said  goiters  were 
dogged  victims  ot  an  inexorable  fate. 
Michelob  puts  it  a  little  more  succinct- 
ly: Some  days  are  better  than  others. 


Michelob  has  been  involved  with 
golt  tor  more  than  three  decades  and 
even  sponsors  Roger  Maltbie,  listed  as 
a  member  of  the  Michelob  Advisory 
Staff.  But  not  until  last  year  did  it 
become  a  PGA  TOUR  Marketing 
Partner,  joining  such  corporate  leaders 
as  ATcS^T,  Merrill  Lynch,  IBM,  Delta 
Air  Lines  and  Buick. 

"We  are  matching  up  the  audiences 
on  demographics  and  image, "  said  Tim 


Schoen,  senior  brand  manager  for 
the  Michelob  Family.  "Golf  is  on  an 
incredible  rise. 

"But  more  importantly,  the  increa 
of  consumers  that  are  golfing  more  a 
buying  more  equipment  are  younger 
and  more  of  the  common  man,  or  wh 
we  refer  to  as  the  beer  drinker." 

Becoming  a  marketing  partner  mea 
more  than  just  paying  a  tee  to  the 
PGA  TOUR  and  then  declaring  your 
self  the  "official "  this  or  "official"  that 
although  that  is  not  to  be  ignored. 

Leo  McCullagh,  vice  president  of 
marketing  and  retail  licensing  for  th 
TOUR,  said  the  marketing  partners, 
as  implied,  are  now  involved  in  a  part 
nership."lt's  no  longer  just  a  question 
ot  giving  these  corporations  a  few 
spots  in  the  pro-am  or  some  tickets 
tu  the  tournament,"  said  McCullagh. 
"We've  become  pro-active. 

"We  learn  their  business.  We  try  t 
understand  what  their  objectives  are. 
And  we  work  with  them  to  help  rherr 
realize  a  return  on  their  investment 
trom  trolt." 
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swing  analyzer  provid>  s  fans  with  an  opportunity  to 

In  what  has  been  called  the  largest 
^h-  marketing  commitment  in  the 
iriy  100-year  history  ot  the  brand, 
chelob  became  a  co-sponsor  with 
rcedes  of  THE  TOUR  Championship, 
■  final  official  event  on  the  schedule; 
)duced  the  "19th  Hole,"  a  mobile 
play  vehicle  with  interactive  features; 
)nsored  the  "Michelob  Moment" 
ESPN's  weekly  programs  on  the 


Fans  can  learn  more  about  the 
history  of  golf,  the  PGA  TOUR 
and  their  favorite  players  at  the 
Michelob  19th  Hole  Exhibit. 


test  their  game. 

TOUR  and  Senior  TOUR;  and  bought 
time  on  tournament  TV  coverage. 

Anheuser-Busch  also  came  out  with 
a  unique  method  of  combining  the 
sport  it  is  sponsoring  and  the  item 
it  sells,  offering  cans  of  Michelob, 
Michelob  Dry  and  Michelob  Light 
with  graphics  and  descriptions 
of  18  different  holes  from 
PGA  TOUR  and  Senior 
TOUR  events. 

The  18th  at  Harbour  Town 
Golf  Links  is  there.  So  is 
the  18th  of  Doral's  Blue 
Monster,  where  both 
Nick  Faldo  and 
Greg  Norman  found 
water  during  this 
year's  Doral-Ryder 
Open,  won  by  Faldo. 
The  famous  17  th  from  the 
TPC  at  Sawgrass,  with  its 
island  green,  is  also  featured. 

"We  asked  what  we  could  do  to 
take  our  sponsorship  down  to  what 
we  call  the  grassroots  level, "  said 
Schoen,  the  Michelob  executive.  "The 
in-store  promotion.  And  we  really 
found  something  magical  here. 

'We  have  the  1 8  holes  on  each  of 
the  three  different  brands.  What  we 


found  is  that  the  reception  from  retailers 
and  consumers  has  been  extraordinary. 
Our  bottle  business  hasn't  lost  out  at 
all.  It's  given  the  Michelob  franchise 
a  boost  altogether.  It's  been  a  win-win 
situation. " 

McCuUagh  is  not  surprised.  Michelob 
has  studied  the  market;  the  PGA  TOUR 
has  done  the  same. 

"We  present  to  the  title  sponsors 
who  our  golf  audience  is  and  how  it 
indexes  out  against  other  sports  audi- 
ences in  various  categories  of  influence, " 
said  McCullagh. 

"We  have  a  terrific 
audience  -  we  deliver 
to  companies  such 
as  Cadillac,  Merrill 
Lynch,  IBM,  Anheuser- 
Busch.  Because  they 
know  exactly  who 
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the  customer  is.  And  the 
customer  m  almost  every 
case  parallels  a  customer 
that  they're  after. 

"We  have  the  best 
demographic  in  sports 
in  terms  ot  household 
income  and  disposable 
income,  investments, 
those  kinds  of  things.  Our  fan  is  highly 
educated,  generally  affluent  and  very 
much  involved  in  the  game." 

Indeed.  During  last  year's  TOUR 
Championship,  at  San  Francisco's 
Olympic  Club,  fans  who  weren't  under 
the  fir  trees  watching  the  final-round 
duel  between  Mark  McCumber  and 
Fuzzy  Zoeller,  McCumber  winning  in 
a  playoff,  invariably  were  at  the  "19th 
Hole,"  testing  the  swing  analyzers  or 
golf  simulators. 


There's  Got 
To  Be  A  Reason... 


Why  50  touring  professionals  settle 
in  Orlando,  why  every  major 
ai  chitect  designs  a  course  within 
a  :j-wood's  distance  of  each 
other,  why  so  many  top 
instructors  come  together 
to  establish  teaching 
academies. 

There's  got  to  be  a  reason  why 
Orlando  is  a  golfer's  paradise  with  90  unique 
courses,  ready  to  be  experienced  by  those  who  appreciate 
golf  with  distinction.  From  residents  Arnold  Palmer  to  Payne 
Stewart,  from  architects  Tom  Fazio  to  Pete  Dye,  from  the 
high  handicapper  to  the  scratch  golfer,  eveiyone  loves 
Orlando  golf  There's  got  to  be  a  reason. 

What's  the  reason?  Come  to  Orlando  and  find  out. 

Call  1-800-819-7084  to  receive  the  new  Orlando 
Golf  Guide  and  area  information. 

Orlanilo/Orange  Cimiily  Cdiivention  &  Visiturs  Bureau,  Inc. 


I      "At  Michelob," 
5  Schoen  pointed  out, 
I  "we  position  ourselves 
f  as  a  tradeup  occasion 
-  product.  For  a  special 
occasion.  You  just 
won  that  big  contract, 
want  to  get  out  and 
celebrate.  If  it's  a  lit- 
tle more  than  just  an  average  occasion, 
Michelob  is  there  for  you. 

"That's  why  golf  fits.  Because  it  is 
a  more  prestigious  sport."  And  a  very 
social  sport.  Golfers  relish  conversation, 
whining  about  the  "ifas,  wouldas  and 
couldas, '  as  it  were,  usually  over  a  cold 
one,  preferably,  in  this  sponsor's  case, 
over  a  Michelob. 

"I  think, "  said  Schoen,  "the  whole 
sports  marketing  area  is  becoming  a  lot 
more  sophisticated.  Consumer  product 
companies  like  ours 
—  although  we've 
been  a  leader  -  well, 
other  companies  are 
learning  this  can 
all  work. 

"It  can  increase 
your  brand  aware- 
ness, your  brand 
image  and  basically 
help  your  business 
overall.  " 

Schoen  has  been 
with  St.  Louis-based 
Anheuser-Busch 
1 3  years  and,  in  his 
three  years  with 
the  entertainment 
business  side  of 
the  company,  helped 
bring  about  Bud- 
weiser's  deal  with 
the  Rolling  Stones 
tours. 

He  knew  it  was 
only  rock  and  roll. 


but  he  liked  it.  Schoen  also  LIKES 
golf,  which  he  plays  well,  and  having 
Michelob  as  a  PGA  TOUR  Marketing 
Partner. 

"Our  sponsorship  is  for  brand  awa: 
ness  and  advertising  purposes, "  Schoe 
explained. 

"It's  hard  to  look  at  immediate  sal 
as  a  barometer.  That's  not  what  we 
equate  success  to.  Success  to  us  is  foun 
through  a  traditional  focus  group  envi 
ronment.  We'll  ask  key  questions  aboi 


The  simulator  allows  fans  to  play  some  of  the  most 
famous  golf  courses  on  a  9'x10'  high-resolution 
projection  screen. 

what  they  remember  about  a  brand, 
what  they  think  about  a  brand,  do  thi 
remember  the  sponsorship.  " 

For  those  who  attend  TOUR  event; 
or  watch  the  weekly  ESPN  shows, 
"Inside  the  PGA  TOUR"  or  "Inside 
the  Senior  PGA  TOUR, "  Michelob 
may  be  very  difficult  to  forget. 

"The  matchup  between  the  golf 
industry  and  Michelob  consumers  is 
better  than  ever, "  said  Schoen.  "And 
the  PGA  TOUR  package  was  so  entic 
ing,  it  was  something  we  thought  we 
could  build  a  great  relationship  with. 

Sounds  like  an  arrangement  that 
should  be  saluted  with  a  Michelob. 
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Travels  great  distances  to  arrive  at  a  designated 
point  in  a  matter  of  seconds. 


Wketker  you  do  Lvisiness  locally,  nationwide 
or  internationally,  Skylel delivers  tke  important 
information  you  neec  1.  Instantly.  O  n  top  of  tkat, 
we  can  design  a  communications 
program  around  tke  way  your  kusiness 
works.  You'll  stay  productive  witk 


witk  N  ationwide  Now^^'  exclusively  from  Skylel, 
your  local  paging  expands  to  nationwide  service  on 
demand.  Tkis  way,  you'll  never  miss  an  important 
message  wken  you  leave  town.  Witk  so  many 
options,  it's  easy  to  see  wky  SkyTel  is  your  kest 
single  source  for  wireless  messaging.  So  let's  talk. 


SLvTelisthe     customized  services  like  text  messaging.       Because  witk  nearly  100%  relialiility,  we're  more 

official  wireless 


messaging       e-mail  and  voice  mad  integi^ation, 

company  of  the 

PGA  TOUR,    even  personalizec  1  stock  quotes.  And 


accurate  tkan  tke 
average  golf  swing. 


SkKlel^ 


To  see  wfiaf  SkyTel  can  do  for  you,  call  1-800-798-6893. 

skylel  features  pagers  fmm  Motorola.  a  1Q95  SiyTel 
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BY  CHRIS  SMITH 

Perhaps  the  names  aren't  readily 
recognized,  as  are  those  actually 
playing  the  PGA  TOUR.  But 
the  significance  ot  what  they  represent 
to  the  TOUR,  and  the  golt  industry  in 
general,  cannot  be  trivialized. 

Those  students  participating  each 
summer  in  the  PGA  TOUR's  intern 
program  are  helping  to  blaze  a  vocational 
trail  that  very  well  could  lead  to  a  more 
representative  proportion  ot  minorities 
in  the  golt  industry. 

That,  at  least,  was  the  intention  when 
the  summer  program  = 
was  launched  in  1992.^ 
And  though  it  essentially  5 
remains  in  its  infancy,  ? 
the  internships  already  \ 
are  churning  out  an' 
encouraging  number  ot 
success  stories. 

The  first  three  years 
provided  52  students 
with  practical  work 
exposure  to  the  TOUR, 
and  another  20  are  tar- 
geted for  the  summer  ot 
1995.  Internships  have 
been  created  in  a  number  ^; 
ot  departments,  includ- 
ing communications, 
corporate  marketing, 

Mark  Mitchell,  PGA  TOUR  media 
official  with  Malcolm  Turner  whose 
internship  led  to  a  full-time  posi- 
tion with  the  PGA  TOUR.  '-^jKi^- 


tournament  operations,  PGA  TOUR 
Productions,  tood  and  beverage,  main- 
tenance, golt  shop  operations,  data 
processing  and  design  services. 

More  than  a  halt-dozen  former 
interns  trom  the  tirst  two  years  have 
found  full-time  employment  in  the 
golt  industry,  and  others  have  gone 
on  to  related  fields. 

"Basically,  our  goal  was  to  begin 
the  move  to  insure  cultural  diversity 
ot  the  work  torce  that  would  reflect  the 
cultural  diversity  ot  the  community,  " 


The  PGA  TOUR  intern  program  has  provided  practi 
work  exposure  for  its  participants. 


says  Richard  Bowers,  the  PGA  TOU 
director  of  government  affairs  who 
now  oversees  the  program.  "That  is 
coming  about. 

"It  is  a  beacon  within  the  industryj^ 
that  it  is  possible  to  do  this,  that  the  k 
are  there  who  want  the  opportunity 
is  a  very  positive  ettort.  And  by  the  c< 
tinuation  and  growth,  it  contributes  i  ub 
the  elimination  of  the  stereotype  that 
golt  is  an  elitist  sport." 

Consider,  for  instance,  the  case  ot 
Malcolm  Turner,  a  member  ot  the 
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rue  Until  now  AT&T  is  changing  the  world  of  business  comnunications.  With  a  guarantee  that  if  your  service 

er  goes  down,  it'll  be  back  in  minutes.  Not  hours.  A  guarantee  that  your  international  faxes  will  get  there.  And 

DSt  importantly  AT&T  is  doing  it  all  at  a  competitive  price.  If  you're  not  yet  with  AT&T  call 

100222-0400.  That  way  your  business  communications  will  never  leave  you  in  the  rough. 

ficial  telecommunications  company  of  the  PGA  TOUR.  >  ^ 


elusions  &  limitations  apply  Fax  guarantee  provides  overnight  delivery  il  transmission  fails  after  analysis  Call  for  details 

'Cr&T  For  the  life  of  your  business: 


AT&T 


MBRRIU  LYNCH 

SHOOT-OU 


T 


AT  THE  MERRILL  LYNCH 
SHOOT-OUT  YOU  CAN 
EXPECT  THE  UNEXPECTED 

If  there's  one  thing  we've  learned  in  sponsoring 
the  Merrill  Lynch  Shoot-Out  series  for  nine 
years,  it's  that  golfing's  best  are  a  breed  unto 
themselves.  Maybe  that's  why  the  Shoot-Out 
Series  has  earned  the  loyal  following  it  has 
everywhere  we  go. 

You  never  know  who  you'll  see  or  what  they'll  do. 
What  you  can  expect  to  see  is  outstanding  golf. 
Each  week,  top  pros  will  play  in  PGA  TOUR, 
Senior  PGA  TOUR  and  LPGA  TOUR  events, 
competing  for  a  purse  and  a  shot  at  a  Merrill 
Lynch  Retirement  Plus  Annuity. 

So  expect  the  greats  of  golf  to  maintain  peak 
performance.  But  expect  a  slightly  different 
game  of  golf. 

This  is  one  golf  game  with  a  difference. 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 
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)UR  s  promotion  staff  the  past  two 
rs.  A  Rhodes  Scholarship  finalist 
:he  University  of  North  Carolina, 
rner  was  accepted  to  Harvard  Law 
iool  about  the  same  time  the  PGA 
•UR  offered  him  a  full-time  position 
:he  spring  of  1993. 
He  subsequently  wrote  to  Harvard 
uesting  a  deferral,  explaining  that  he 
ieved  time  with  the  TOUR  would 
vide  valuable  experience.  Harvard 
iged,  granting  what  Turner  says  was 
;ry  rare  two-year  deferral. 
"I  obviously  was  very  grateful  they 
•e  willing  to  work  with  me  on  that," 
1  Turner,  a  23-year-old  resident  of 
tie  Creek,  MI.  "I've  had  a  great  time 
there;  I've  had  some  really  great 
leriences  with  the  TOUR.  Now, 
el  I'm  ready  for  law  school  and  am 
king  to  enter  this  fall.  It  couldn't 
e  worked  out  any  better. " 
There's  also  Princeton  graduate 
nklin  Greene,  a  South  Carolinian 
3se  first  hands-on  involvement  with 
TOUR  was  through  his  six  years 
volunteer  with  the  MCI  Heritage 
ssic.  A  member  of  the  state  champion 
h  school  golf  team,  Greene  interned 
the  Merrill  Lynch  Shoot-Out  program 
■  993.  Now,  with  diploma  in  hand, 
s  overseeing  the  LPGA  Tour  junior 
f  program  in  Wilmington,  DE. 
Maria  Mills  was  an  honor  student  in 
■rts  Management  at  Florida  Interna- 
lal  University  when  she  joined  the 
:rn  program  in  1993,  working 
■'rofessional  Services  at  the  TPC 
iawgrass.  An  aspiring  professional 
far,  the  native  of  St.  Thomas  was 
;d  full-time  following  her  graduation. 
'The  intern  program  gives  you  a 
)  ahead  of  everyone  else,"  says  Mills, 
3  now  is  preparing  for  LPGA  Tour 
.lifying  in  the  fall.  "It's  not  like 
le  summer  jobs  where  you  are  the 
est  person  and  don't  learn  a  thing. 


You  are  thrown  into  the  middle  of 
what  everyone  else  is  working  on,  so 
you  learn  a  lot  more.  You're  not  just 
a  lackey.  You're  in  there  working  on 
major  projects." 

Dierdra  Girardeau  of  Jacksonville, 
FL,  a  graduate  of  Central  Florida 
LJniversity,  was  a  member  of  the  inau- 
gural intern  class.  Her  internship  with 


able  to  help  shape  its  direction.  They 
didn't  have  us  come  in  there  as  tokens 
or  just  to  show  everyone  they  had 
minority  interns.  And  we  didn't  just 
do  grudge  work.  I  was  responsible  for  a 
lot  of  information  and  had  to  step  up 
and  meet  all  expectations.  It  definitely 
helped  to  further  our  careers." 

Others  have  branched  into  other 


Internships  have  been  created  in  a  number  cf  departments 

the  PGA  TOUR  s  communications 
department  included  an  opportunity 
to  work  in  the  press  room  at  the  Walt 
Disney  World/Oldsmobile  Classic.  It 
was  there  that  she  met  a  Disney  official 
from  publicity,  who  asked  Girardeau 
whether  she  might  be  interested  in  an 
internship  with  Disney  World.  She 
subsec]uently  interned  there  for  three 
semesters.  After  returning  to  school  to 
earn  her  diploma,  Girardeau  was  offered 
a  full-time  position  with  Walt  Disney 
World's  Florida  Resident  Marketing 
Department. 

"I  am  full  of  praise  for  the  PGA 
TOUR's  intern  program  because  of  how 
it  helped  me, "  Girardeau  says.  "Being 
part  of  the  inaugural  group,  we  were 


including  design  services. 

sports-related  areas.  Derrick  Heggans, 
who  in  199-  interned  on  the  Senior 
PGA  TOUR  Promotions  staff,  was 
hired  by  Cadillac's  advertising  agency 
to  work  on  the  Senior  PGA  TOUR 
account.  He  since  has  been  hired  by 
management  firm  Advantage  Interna- 
tional, where  1993  intern  Brian  Colbert 
also  is  employed. 

Additionally,  two  others  had  the 
opportunity  to  accept  full-time  employ- 
ment, but  opted  to  take  a  different 
direction.  Cedrick  Smith  turned  down  a 
position  with  the  U.S.  Golf  Association 
to  go  to  medical  school,  and  Lucien 
Blankenship  declined  employment  with 
Advantage  International  to  take  the  bar 
exam  and  practice  law. 
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Heated  Mirrors  with  tilt-down 
feature.  When  reverse  gear  is 
engaged,  both  mirrors  auto- 
matically lower  to  show  what's 
directly  behind  the  rear  wheels. 

Smart  Locks  prevent  the  doors 
from  being  locked  with  the  engine 
off  and  the  key  in  the  ignition. 

Easy  Entry/ Exit  Driver's  Seat  auto- 
matically moves  hack  two  inches 
when  Ignition  key  is  removed. 

Memory  Profile  System  remembers 
two  drivers '  settings  for  iz 
junctions,  including  steering 
effort,  ride  firmness,  radio 
stations,  seat  and  mirror  positions. 

four-way  Lumbar  Adjustment  jur 
driver  and  front  passenger  Not 
only  inflates/deflates  but  can  also 
be  moved  up  or  down. 

Two-way  Heated  Seats  give  driver 
and  front  passenger  the  choice 
of  cushion  and  seatback,  or  seat- 
back-only  heating,  plus  five 
temperature  settings.' 

Flip-up.  Hands-free  Cellular  Phone.' 

Six-disc  Compact  Disc  Changer 
conveniently  located  inside 
the  console.' 


More  New  Ideas 
Can  Shake  A 


LINCOLN  MERCURY  DIVISION  C^')  M,r 
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Mirror- integrated  Electronic 
Compass.' 

Virtual  Image  Instrumentation. 

MicronAir  Filtration  System 
removes  pollen  and  other  impurities 
as  small  as  three  microns. 

Adjustable  Steering  and 
Suspension  System  lets  the  driver 
choose  from  eight  different 
combinations  of  ride  firmness 
and  steering  effort. 

Delayed  Accessory  Power  allows 
operation  of  accessories  for  ten 
minutes  after  the  ignition  is 
turned  off. 

14^-watt  JBL  Audio  System  can 
simulate  Jive  different  acoustic 
environments.' 


CXir  Cxjmpetitors 
ing  Board  At. 

?  New  Lincoln  jContineiltal  surprising  innovations  to  seriously  tax  the  supply  of 

le  perfect  balance  of  luxury  and  technology.  Powered    midnight  oil  at  every  other  luxury-car  manufacturer.  For 
e  32-valve  V-8  InTech"  System  which  goes  100,000        more  information,  call  i  800  446-8888. 
before  its  first  scheduled  tune-up.  Trimmed  in  fine 


LINCOLN 

;r  and  burl  walnut.  And  loaded  with  enough  What  A   Luxury  Car  Should  Be 


So  initial  feedback  from  the  program 
indicates  success  in  fulfilling  its  ultimate 
objective. 

"The  PGA  TOUR  has  invested  in 
people,  young  people  such  as  myseU, 
and  exposed  them  to  the  game  through 
various  opportunities,"  Turner  says. 
"For  me,  it  provided  an  opportunity  to 
grow  and  learn  more  about  the  grass- 
roots business  of  the  PGA  TOUR.  That 
experience  and  exposure  can  be  every- 
thing. So  without  a  doubt,  I  think  it  is 
a  very  positive  program  and  a  step  in 
the  right  direction.  I  am  proof  positive." 

Consecjuently,  it  is  helping  to  fight 
the  stereotype  of  golf  being  an  elitist 
sport,  an  image  that  more  or  less  was 
quietly  acknowledged  before  becoming 
imprinted  upon  the  American  con- 
science by  the  Shoal  Greek  incident  of 
1990.  The  private  country  club  outside 
Birmingham,  AL,  was  preparing  to  play 
host  to  the  PGA  Ghampionship  when 
its  discriminatory  membership  policy 
wiis  brought  to  light  and  swept  national 
headlines. 

The  PGA  TOUR,  in  fact,  already 
had  been  discussing  ways  to  create  more 
opportunities  for  minorities  in  the 
industry  during  long-range  strategy  ses- 
sions. Shoal  Creek,  though,  became  the 
catalytic  force  that  intensified  efforts 
to  put  a  vehicle  in  place. 

"Going  back  before  Shoal  Creek,  we 


DON'T  TAKE  OOR  WORD 
FOR  HOW  GOOD  YOU  CAN  BE, 

TAKE  OUR  BROCHURE. 


Find  out  why  Go// 
Mogdzun:  said  "tlK-re's 
no  better  place  to  enroll" 
than  the  SIratton  Goll 
School  For  a  hrochure, 
call  l/800-STRAITON. 


VERMONT  .  ARIZONA 


Many  former  PGA  TOUR  interns  have  found  full-time  employment  in  the  golf  industry  and  related  fields. 


had  discussed  the  difficulty  of  attracting 
minorities  on  the  business  side,"  PGA 
TOUR  Commissioner  Tim  Finchem 
says.  "We  felt  we  had  to  work  to  create 
diversity.  We  finally  determined  that 
in  order  to  have  an  impact  on  the  long- 
term  availability,  we  had  to  get  students 
interested  at  an  early  age." 

Then  Shoal  Creek  elevated  everyone's 
consciousness.  Following  a  year  of  strate- 
gizing  and  analyzing,  the  PGA  TOUR 
intern  program  was  implemented  in  the 
summer  of  1992. 

"In  the  year  following  the  Shoal  Creek 
incident,  the  staff  met  often  to  discuss 
how  we  could  best  impact  the  issue," 
says  Ruffin  Beckwith,  who  created  the 
program.  "We  talked  to  a  lot  of  people 
outside  the  TOUR,  to  people  in  the 
minority  community,  college  coaches, 
directors  of  junior  golf  programs. " 

It  became  clear  to  Beckwith  that 
the  minority  community  was  largely 
unaware  of  the  opportunities  in  golf 
beyond  the  competitive  side  exposed 
on  television.  One  of  the  reasons  there 
weren't  more  minorities  on  the  business 
side  is  that  few  ever  applied. 

"In  the  final  analysis,  we  decided  to 
take  advantage  of  the  fact  that  we  have 
many  diverse  aspects  to  our  business, " 
Beckwith  says.  "We  felt  that  by  creating 
this  internship  program,  we  could 
accomplish  two  major  objectives:  to 
expose  to  the  minority  community  that 
there  are  a  multitude  of  career  opportu- 
nities in  golf,  and  to  identify  cjualified 
kids  who  might  eventually  come  to 


work  for  the  PGA  TOUR  or  elsewhe 
in  the  industry." 

A  minority-owned  firm.  Stringer 
Marketing  Group  of  Washington,  C. 
was  retained  to  help  distribute  appli 
tions  and  screen  students.  It  took  ab  t 
a  year  to  set  up  the  program  and  est.  - 
lish  positions. 

The  first  year  provided  eight-wee 
internships  for  14  students.  The  nex 
year,  20  students  participated.  Anot 
18  took  part  last  year  and  about  20 
targeted  for  the  coming  summer. 

"What's  encouraging  is  that  we  ci 
get  students  to  take  advantage  of  tl 
internship  availability,  students  wh 
have  an  interest  in  pursuing  opportu  - 
ties  in  the  business, "  Finchem  says. 
"We  are  moving  in  the  right  diret  tu 

As  successful  as  these  first  years  1  ., 
been,  it's  only  the  beginning. 

"We  are  not  pumping  our  chesr 
about  it,  because  it  is  a  slow  proces' 
Finchem  adds.  "It's  a  small  step  Br 
it's  a  step  in  the  right  direction  and 
consistent  with  the  overall  objective  t 
creating  diversity  on  the  business  sic 
of  golf,  as  we  work  to  establish  more 
opportunity  on  the  playing  side.  Thi 
longtime  objective  is  to  make  golf  Kk 
more  like  the  rest  of  the  country,  ann 
25  to  30  years,  it  can  become  a  reality 

On  the  Cover:  Bernard  Fuchs.  an  Internation;' 
renowned  artist  and  illustrator  whose  work; 
have  graced  the  pages  of  every  magazine,  pt- 
duced  the  oil  painting  of  the  famed  1 7th  ho! 
at  the  TPC  at  Sawgrass.  site  of  THE  PLAYEI 
Championship.  Only  500  prints  of  the  work 
numbered  and  signed  by  the  artist,  were  av; 
able  for  purchase. 


The  very  people 
who  l)uih  the  aiiliiie.  now  own 

Does  ownership  make  a  dilierence  lor  voli^  For  one  thing,  L  nited 
is  now  reporting  its  best  on-time  i)erformance  ever. 

Baggage  is  where  its  snpposed  to  he,  when  its  sup|)osed  to  he 
We  are  receiving  more  comphmeiiis  than  ever  hefore. 

But  you  haven't  seen  anything,  yet 


Be(  ause  were  knocking  ourselves  out  for  vou. 
hs  uhvious  we  don't  just  work  here. 


&  United  Airlines 


Information  Processing 
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COMPUTERS 


'WE  WON'T  STOP . . .  UNTIL  WE 
FIND  OUR  WAY  BACK' 

IBM's  Gerstner  admits:  "There  are  still  a  couple  of  four-minute  miles  that  have  to  be  ru ' 

As  IBM  begins  its  third  year  under 
Chairman  Louis  V.  Gerstner  Jr., 
the  computer  giant's  tumaroujul 
remains  a  ivork  in  -progress.  His 
cost-cutting  has  produced  an  earnings 
rebound  that  has  doubled  IBM's  stock 
from  its  nadir.  Core  businesses  such  as 
mainframes  and  minicomputers  are 
showing  surprising  strength,  and  the 
company  is  also  seeing  good  results  in 
neiv  markets — such  as  services  and  sell- 
ing components.  In  anticipation  of  a 
strong  first-quaHer  earnings  report  oyi 
Apr.  20,  analysts  have  been  boosting 
their  estimates. 

But  there  are  problems,  too.  IBM's  $11 
billion  software  business  remains  in 
turmoil,  and  the  $10  billion  IBM  PC  Co. 
is  digging  out  from,  a  disastrous  199i. 
On  the  eve  of  the  amiual  shareholders 
meeting,  Gerstner  surveyed  his  realm 
in  an  exclusive  interview  with  business 
WEEK  Department  Editor  Ira  Sager. 

Q:  La.'it  year,  you  set  priorities  for  the 
company:  return  to  profitability,  be  nwre 
competitive,  increase  shareholder  val- 
ue, and  grow.  Wmt  are  the  priorities  for 
the  next  12  to  18  months? 
A:  Well,  return  to  profitability — we've 
done  that.  And  we've  increased  share- 
holder value.  But  there  is  a  never-end- 
ing quest  for  increasing  shareholder  val- 
ue in  this  company.  You  see  that  chart 
[points  to  a  1990-94  stock  chart]?  You 
see  that  peak?  We  won't  stop  this  jour- 
ney until  we  find  our  way  back. 

Increasing  revenue  is  absolutely  es- 
sential because  this  is  an  industiy  where 
if  you  don't  gi'ow,  you  fall  backwards. 
Competitiveness  I  would  probably  trans- 
late into  an  objective  of  inci'easing  our 
market  share,  which  is,  in  effect,  the 
same  thing.  That  is  still  a  very  high 
priority. 

Q:  One  competitiveness  problem  /(o.s 
bee7i  getting  products  out  on  time.  The 
PC  company,  I'm  told,  missed  every 
deadline  last  year 

A:  Well,  fu'st  let  me  agree  with  you 
that  time  to  market  is  one  of  our  high- 


est priorities,  and  one  in  which  we  are 
far  from  satisfied.  The  PC  company  has 
been  the  most  glaring  weakness. 

But  at  the  same  time,  as  I  think  our 
annual  report  indicates,  nearly  half  of 
our  hardware  sales  in  1994  came  from 
pi'oducts  we  introduced  in  the  last  18 
months.  We  had  a  phenomenal  new- 
j)roduct-introduction  year  last  year.  But 
I  would  give  us  a  "C"  gTade  on  this  be- 
cause there  is  still  more  to  do.  And  the 
areas  where  we've  got  to  do  better  ai'e 
principally  in  our  PC  business  and  in 
our  desktop  software  business. 

Q:  How  critical  are  those  efforts — the 


PC  busi)iess,  the  desktop  softirai  - 
the  future  of  IBM,  to  the  turnai'dui 
A:  We  consider  them  very  impon 
We  simply  will  not  accept  anythiiiih 
than  success  in  our  PC  company  a 
our  software  company.  And  we 
see  any  reason  to  accept  anything 
than  success.  That  doesn't  mean  i 
we're  going  to  be  in  every  markt. 
doesn't  mean  that  we  have  to  makei 
ductivity  applications  to  be  in  de^ 
software.  It  doesn't  mean  that  we 
to  make  eveiy  client-server  applic; 

But  it  does  mean  that  we  ha\ 
build  on  some  of  the  very  powf 
skills  we  have  in  databases,  in  tra 
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I  processing,  in  messaging,  in  collab- 
;ive  computing,  and  in  operating  sys- 
is.  There's  no  company  in  the  world 
t  has  built  more  operating  systems 
n  IBM.  In  fact,  it's  hard  to  argue 
jther  anyone  else  has  built  more 
T  one. 

Ve  have  a  lot  of  money  invested  in 
jilding  our  software  company.  OS/2  is 

hottest  product  in  the  stores 
ly.  It's  increasing  share.  By  the  way, 
;  of  our  software  company  problem 
been  that  we're  terrible  mai'keters  of 
ware.  Our  biggest  competi- 
in  software  is  not  a  veiy  good  techni- 

company.  But  it's  one  of  the 
,  marketing  companies  I've  ever  seen. 


)ur  biggest  competitor  in 
iware  is  not  a  very  good 
hnical  company.  But  it's  one 
he  best  marketing 
[ipanies  Fve  ever  seenf  f 


away,  they  were  doing  things  that 
were — thank  God — not  adopted  by  the 
rest  of  the  company. 

Q:  You  talk  about  the  need  for  comput- 
er makers  to  deliver  real  value  to  cus- 
tomers. Wliat  do  you  mean? 
A:  I  am  probably  the  only  customer 
who  has  ever  run  a  significant  infonna- 
tion-technology  company.  Most  of  this 
industiy  is  run  by  propeller  heads  who 
absolutely  love  the  technology.  I  spent 
20  years  buying  and  using  this  technol- 
ogy, and  I  have  a  great  respect  for  its 
ability  to  transfom  industries  and  cre- 
ate competitive  advantages.  But  I  also 
know  that  creating  that  kind  of  value 
requires  a  lot  more 
than  just  the  pure 
technology. 


M'lS  GERSTNER,  IBM 

I've  spent  20  years  in  marketing. 

WliM  about  the  personal  computer 
iness,  where  IBM  has  slipped  badly? 
Well,  our  PC  company  made  some 
improvement  in  the  first  quarter 
they  done?  Huh!  Far  from  it.  Let 
tell  you  something,  [ibm  pc  Co.  Pi-es- 
it  G.  Richard]  Thoman  made  a  very, 
{  brave  decision  that  I  supported: 
nake  a  whole  lot  of  fundamental 
iges  simultaneously.  We  could  have 
5  things  that  kind  of  allowed  us  to 
m  gradually.  But  we  made  the  deci- 
,  at  "his  ui'ging,  to  take  the  short- 
1  hit  and  really  attack  the  problems. 
!  the  problems  he  found  were  veiy 
iiderable,  and  so  it's  been  a  rocky  8 
0  months. 

sense  that  there  is  a  very  clear 
erstanding  today  in  the  division  as 
vhat  they  have  to  do.  There's  en- 
siasm  to  prove  to  the  world  that 
r  can  do  it.  Yet  there  are 

a  couple  of  four-minute 
s  that  have  to  be  run  before 
'  get  the  gold  medal. 


Q:  Yet  the  customers 
continue  to  stiap  up  the 

latest  technology  

A:  I  would  say  we  are 
at  a  very  important  in- 
flection point  right  now. 
More  and  more  custom- 
ers are  saying;  "Simply 
giving  me  more  raw 
power  is  not  enough." 
When  I  talk  to  customers  who  are  try- 
ing to  reengineer,  they  often  ask 
me  the  following  question:  "It  takes  me 
36  months  to  do  a  major  reengineering 
project.  How  do  I  fit  your  one-year 
product  cycle  into  my  36-month  prob- 
lem-solving cycle?  How  do  I  design  sys- 
tems that  ai-e  supposed  to  last,  hopeful- 
ly, for  5  to  10  years  on  a  set  of 
technology  that  may  change  in  a  year?" 

We're  not  going  to  slow  down  the 
pace  of  technology.  We  will  not  change 
the  pace  of  microprocessor  technology, 
storage  technologies,  and  communica- 
tions technologies — the  three  basic  driv- 
ers of  the  industry.  The  answer  is  to 
do  a  better  job  of  packaging  technology 
into  workable,  long-teiTn  solutions  for 
the  customer. 

Q:  How  does  this  translate  into  IBM's 

bringing  value  to  its  customers? 

A:  We  will  continue  to  have  people  buy 


The  Score  So  Far 


off-the-shelf  pieces  of  technology.  And 
you  compete  there  on  the  basis  of  who 
has  got  the  best  technology,  best  price, 
best  delivery.  At  the  same  time,  the 
same  customer  or  others  are  going  to 
say:  "I  need  somebody  to  really  deliver 
solutions."  Solutions  involve  hardware, 
software,  and  what  we  call  services. 

One  of  the  most  important  new  de- 
mands that  our  customers  ai'e  making  is 
for  something  called  systems  manage- 
ment. You  have  a  whole  set  of  network 
management  and  security  issues  that 
require  the  kind  of  sophisticated  soft- 
ware development  that  ibm  has  been 
known  for  And  it  requires  digital  net- 
work capability,  which  we  also  have 
done  for  years. 

Q:  Wlmt  do  you  see  as  the  long-range 
identity  of  IBM  yiow? 
A:  Our  fii"st  strategic  initiative  is  ex- 
ploiting our  technology.  We  have  consis- 
tently developed  the  vast  majority  of 
the  intellectual  capital  in  this  industry, 
whether  it  was  in  processors  or  storage 
or  software  or  data  communications.  It's 
easy  to  look  at  technology  companies 
and  say:  There's  Intel  and  there's  Ad- 
vanced Micro  [Devices]  and  there's  emc. 
But  we've  got  one  of  those  inside  of 
IBM.  And  then  you  look  at  software  com- 
panies. Well,  we've  got  one  of  those, 
too.  And  then  you  go  look  at  sei-vices, 
and  there's  Andersen  Consulting,  there's 
EDS  Corp.  Well,  we're  the  biggest  one  of 
those,  too.  And  networking.  You  know, 
the  IBM  global  network  is  emerging  as 
one  of  the  most  important  data  net- 
works in  the  world. 

Yeah,  we've  kind  of  stubbed  our  toe 
badly  in  personal  computers.  But  we're 
still  No.  2.  And  that's  a  rather  significant 
position  to  have.  And  we  haven't  given 
up  on  No.  1.  This  was  a  short-tem  ab- 
eiTation.  Mainframes?  People  seem  to 
think  that  business  is  going  to  go  away. 
We  don't.  And  oui'  share  of  that  busi- 
ness keeps  going  up.  We're  opening  the 
gap  between  us  and  competitors. 

The  answer  to  your  question  is,  we 
are  going  to  continue  to  be  an  industry 
leader.  We're  going  to  be  the  company 
that  has  the  capacity  to  deliver  total 


How  much  of  what  they're 
ig  is  a  model  for  the  rest  of 
company? 

The  PC  company  is  not  the 
el  for  the  rest  of  the  compa- 
When  I  got  here,  eveiybody 
:  Look  at  this  hot  PC  compa- 
They're  doing  all  the  things 
the  rest  of  IBM  should  be 
tg.  But  when  you  peeled  it 


1993 

1995 

SHARE  PRICE 

50 

88 

RETURN  ON  EQUITY 

None  (loss) 

18.1%* 

EMPLOYMENT 

301,542 

219,839** 

MAINFRAMES  AND  MINIS 

Sales  and  profit  slump 

Sales  and  profits  up 

PERSONAL  COMPUTERS 

No.  1  worldwide 

No.  2  worldwide,  No.  4  U.S. 

SOFTWARE 

Betting  on  OS/2 

Betting  on  OS/2 

*Dean  Witter  Reynolds  Inc.  estimates 

**As  of  the  preceding  December 
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WE'RE  MAKING 

These  days,  the  last  thing  anyone  wants  to 
do  is  waste  energy.  After  all,  rising  costs 
and  environmental  concerns  have  made 
energy  conservation  more  important 

YOUR  HOME 

than  ever.  So  you'll  be  pleased  to  know 
that  someone  you  didn't  expect  is 
helping  to  make  homes  more  energy 
efficient.  Bayer.  Almost  60  years 

CONSERVE  AS 

ago  we  invented  polyurethane.  Today 
our  polyurethane  insulation  materials 
go  into  just  about  every  part  of  your 
home.  Under  the  siding,  in  the  walls, 

MUCH  ENERGY 

under  your  roof  and  even  in  your 
refrigerator,  freezer  and  hot  water  heater. 
Together  our  materials  can  increase 
thermal  efficiency  by  up  to  50%.  Helping 

AS  YOU  DO 

you  conserve  more  energy  without 
even  lifting  a  finger.  At  Bayer,  we  like 
to  think  of  that  as  just  one  more 
headache  you  won't  have  to  worry  about. 

Bayer 

WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  internatioiiai,  research-iiased  company  in 
health  care,  chemicals,  and  imaging  technologies. 


Science  &  Technology 


solutions  and  a  multiproduct,  multisector 
approach  to  the  market.  There  will  al- 
ways be  some  companies — I  call  them 
the  meteors — that  have  some  hot  prod- 
uct and  shoot  off  for  five  years  or  so. 
Five  years  latei;  they're  dead  on  their 
feet,  single-product  companies.  But  I 
think  that,  day  in  and  day  out,  our  di- 
versity and  our  capacity  to  integrate 
will  be  a  very  powerful  tool  for  us,  and 
for  shareholders  and  customers. 

Q:  Do  you  have  the  ynanagement  to 
translate  this  into  results? 
A:  What  I've  found  in  IBM  is  that  the 
very  core  strengths  had  always  been 
there  and  were  still  there.  [The  problem] 
was  more  the  attitudes,  the  kind  of  man- 
agement stiiictures  and  the  management 
behavior  that  got  built  up  in  the  face  of 
success.  I  call  it  the  cwse  of  success. 

So  we  had  to  change  the  way  people 
behaved  around  here — we  didn't  have  to 
change  IBM's  fimdamentals.  We  still  had 
poweiful  technology.  We  had  very  smait 
people.  And  we  have  a  geogi'aphic  reach 
that  others  would  kill  for  Everybody's 
talking  about  the  age  of  Asia.  Look  at 
the  size  of  IBM's  Asian  operations  and 
how  long  they've  been  there.  And  Latin 
America. 

We  had  all  these  gi-eat  skills  and,  de- 
spite that,  we  managed  to  screw  up.  So 
that  gets  to  behavioral  issues.  I've  been 
fortunate  enough  to  have  to  only  work 
on  the  behavioral  side.  I  was  also 
blessed  by  the  fact  that  you  need  a  cin- 
sis  to  focus  on  the  need  for  change.  Ba- 
sically what  I  said  to  people  around 
here  is:  We  just  lost  $17  billion  and 
150,000  people  lost  their  jobs,  and  the 
media  is  tkrowing  us  on  the  junkyard 
pile.  It  appears  that  what  we  were  do- 
ing wasn't  working.  Would  you  not 
agi'ee?  And,  therefore,  we  ought  to  tiy 
something  different. 

The  ability  to  appeal  to  a  bunch  of 
smart  people,  who  obviously  saw  that 
the  old  system  wasn't  working,  was 
very  constructive.  Then  we  did  things 
relating  to  the  compensation  system  and 
to  breaking  down  the  feifdoms.  And  we 
had  a  few  public  hangings  of  people 
who  didn't  want  to  get  on  the  new  pro- 
gi'ams.  That  told  everybody  we  were 
serious.  So  it's  been  a  long  two  years. 

Q:  You  feel  good  about  ivhere  the  com- 
pany's lieaded? 

A:  Yes,  I'm  feehng  good  about  it  be- 
cause IBM  people  are  feehng  good. 
There's  a  renewal  of  spirit  in  the  compa- 
ny that' is  highly  constructive  and  will 
be  an  important  part  of  continuing  the 
transformation.  We're  all  feeling  good 
now,  but  not  complacent.  The  first  per- 
son who  acts  complacent  around  here 
is  going  to  get  a  two-by-four  on  the 
i<le  of  his  or  her  head. 


RESEARCH 


CALL  IT 

THE  SUPERNET 

vBNS  links  supercomputers  to  tackle  monster  problems 


The  coolest  new  place  in  cyberspace 
is  so  cool,  it's  not  even  on  the 
Internet.  It  doesn't  have  chat 
rooms  or  car  ads  or  sexy  gi-aphics 
fides  or  a  user-fiiendly  interface  or  nodes 
in  every  major  and  minor  city.  What  it 
does  have  is  blazing  speed — connections 
at  up  to  155  megabits  per  second,  or 
more  than  10,000  times  the  speed  of 
that  14.4-kilobit  modem  you  just  bought 
for  youi"  home  computer 
It's  called  vbns,  for  veiy- 
high-speed  Backbone 
Network  Sei-vice,  and  it's 
run  by  MCI  Communica- 
tions Corp.  for  the  Na- 
tional Science  Founda- 
tion (NSF). 

VBNS,  scheduled  to 
make  its  pubHc  debut  on 
Apr.  24,  is  a  peek  into 
the  future  of  scientific 
computing.  It's  not  con- 
nected to  the  Internet 
because  browsers  aren't 
welcome,  vbns  is  strictly 
for  "Grand  Challenge" 
problems  that  only  net- 
works of  supercomputers 
can  hope  to  crack — prob- 
lems such  as  predicting 
global  climate  change 
and  designing  better 
drugs.  VBNS  has  been 
quietly  getting  up  to 
speed  for  several  weeks. 
It  connects  five  of  the 
most  important  concentrations  of  super- 
computing  power  in  the  U.  S.  (map, 
page  125),  with  lower-speed  links  for 
other  "meritorious"  users  via  sites  in 
Chicago,  New  York,  San  Francisco,  and 
Washington. 

MCI  Chairman  Bert  C.  Roberts  Jr. 
says  winning  the  contract  to  operate 
vBKS  helps  burnish  the  high-tech  cre- 
dentials of  MCI,  which  will  pump  an  un- 
specified amount  of  its  own  money  into 
the  network  in  addition  to  the  $50  mil- 
lion over  five  yeai's  it's  getting  from  the 
NSF.  "Those  of  us  who  do  science  have 
been  bored  to  death  by  the  Internet 


vBNS  blasts 
data  at  speeds 
that  make  the 
Net  look  Uke 
the  Erie  Canal. 
But  only  five  of 
the  top 

U.S.  computing 
centers  can 
communicate 
at  that  rate 


and  its  speeds  for  about  two  ye; 
says  Richard  T.  Liebhaber,  wh 
scheduled  to  retire  at  the  end  of 
from  his  job  as  MCl's  chief  strategy- 
technology  officer.  "Our  mind-set 
is  on  full-motion  visualization  of  thii 
Liebhaber  says.  "For  that,  you  ne 
gazilUon  mips  of  processing  power.' 

Indeed,  by  networking  together 
or  more  top-flight  supercomputers, 
makes  possible  soni 
the  lai'gest  computal 
ever  attempted.  S 
any  single  supercoff 
er  could  do  a  big  ( 
putation  alone,  bu 
might  be  out  of  dat 
the  time  it  was  com 
ed — as  in  a  forecas 
day     of  yester 
weather,  vbns  also 
motes  collaboration 
transmitting  ultrahi 
delity  video  image 
researchers  in  diff 
cities  can  watch  a 
experiment  as  it  u" 
inside  a  computer, 
all,  it  has  researches 
static:  "In  problem 
scientific  problem 
turns  out  that  y 
groping  in  the  dark 
you  get  the  insights 
pictures  that  you 
only  get  from  conte 
rary  computers," 
Malvin  H.  Kalos,  du-ector  of  the  Co 
Theoi-y  Center,  a  collection  of  high-jfi 
ered  iron  at  Cornell  University.  , 
DOUBLE  TEAM.  One  of  the  first  cal( 
tions  attempted  using  vbns  illustr 
its  potential.  In  mid-April,  reseajfche 
San  Diego  and  Pittsbm-gh  yoked  to^ 
er  two  similar  Cray  Research 
supercomputers — one  at  each  site 
calculate  global  weather  patterns, 
computer  used  softwai-e  from  Princ 
University  to  calculate  temperat 
and  cun-ent  speeds  in  the  ocean,  vp: 
the  other  tended  to  the  atmospheni: 
ing  software  from  the  University  of  a 
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The  1995  BusinessWeek  Presidents  Forum 

21st  Century  Capitalism 

New  Rules  for  the  Global  Economy 

y  / 

The  demise  of  Communism,  the  fall  ot  trade  barriers,  and  the  ri.se  of  networked 

information  liave  unleaslied  a  revolution  in  business.  Market  capitalism  guides  every  major 
country  on  earth;  goods  and  services  flow  across  borders  more  freely  than  ever:  vast  information 
networks  instantly  link  nations,  companies,  and  people.  The  result  —  21st  century  capitalism. 

Former  President  George  Bush  defines  the  new  era  as  an  opportimity,  "This  global  transfor- 
mation we  have  witnessed  in  recent  years  has  given  us  a  world  with  a  greater  potential  for 
peace  and  economic  prosjjerity  than  at  any  time  in  histoiy." 

But  President  Bush  urged  an  audience  of  corporate  leaders  at  The  Business  Week 
Presidents  Forum  not  to  retreat.  "Winning  the  peace  and  expanding  the  promise  of  democratic 
capitalism  are  possible  only  if  America  continues  to  lead  in  the  world.  We  cannot  tiu  n  inward. 
We  must  stay  engaged." 

Against  this  backdrop,  more  than  1,50  corporate  presidents  assessed  how  21st  centuiy 
capitalism  is  transforming  their  businesses. 

Percy  Barnevik's  "Multidomestic" 
Corporation 

No  one  knows  global  like  Percy  Barnevik.  The 
Asea  Brown  Boveri  ABB  president  and  CEO 
heads  a  $25  billion  j)o\verlioiise  operating  in  25 
countries  and  eni]jloying  210,000  people. 

A  global  monolith?  On  the  contraiy.  In  ABB, 
Barnevik  has  created  the  model  21st  century 
organization  —  the  "multidomestic"  coqjoration. 
It  combines  small-company  entrepreneurialism 
with  big-company  economies  of  scale  —  a  global 
paradox.  ABB  is  at  once  international  and  local. 

"Global  players  must  be  insiders,"  says 
Barnevik.  "ABB  is  a  'global  federation'  of  national 
com])anies  emjjloying  and  managed  by  their  own 
nationals.  All  plugged  into  a  global  network." 

Decentralization  helps  ABB  avt)id  "big- 
company  syndrome,"  breaking  the  company 
down  into  1,000  legal  entities  and  5,000  distinct 
profit  centers  and  P&L  balance  sheets.  And  with 
only  five  managers  per  profit  center  and  three 
management  layers,  ABB  is  veiy  flat.  "We've 
recreated  the  small  company/entrepreneurial 
atmosphere  within  the  framework  of  the  big 
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"Find  out  what 
gets  in  the  way 
of  responding 
quickly  to  cus- 
tomers. Then 
find  drivers  to 
drive  organiza- 
tional change." 

Alex  Young 

president  and  COO. 
Thomas  Group,  Inc. 


company.  At  the  same  time,  when  you  make  this 
army  ot  25,000  manac^ers  move  together,  they're 
a  major  force.'" 

Barnevik  commands  that  army  witii  an  eHte 
cache  of  500  global  managers  —  ABB's  central 
neivoiis  system.  They  assign  contracts,  coordinate 
international  jjurchasing,  push  standardization, 
and  facilitate  technokjgy  exchange  thrt)ughout 
the  corporation. 

B\'  deploying  global  cadets  from  country  to 
country.  Bariie\  ik  develops  their  language  skills 
ami  heightens  then  t  iiltural  sensiti\  ity.  "The 
ultimate  goal  is  to  enable  them  to  create  and  lead 
mixed-nationality  teams.''  he  says.  "Blood  is  still 
thicker  than  water:  these  managers  nuist  respect 
differences  among  national  cultures  while  creat- 
ing a  long-term  vision  that  everyone  can  buy  into 
and  be  jiioud  of." 


Radical  Change,  Fast 

Slow  and  steaily  doesn't  win  eveiy  race.  Ask 
Albin  Moschner,  president  and  (X)0,  Zenith 
Electronics  Corporation.  In  the  last  decade  the 
company  did  a  slow  bleed  —  one  profitable  year 
out  of  10,  eight  consecutive  )'ears  of  shrinking 
market  share.  Meanwhile  Asian  and  European 
com])etitors  were  driving  down  prices  with 
lower  costs. 


Brown  Lets  the  Numbers  Speak  for  Themselves 


Secretary  of  Commerce  Ron  Brown,  under  fire  for 
his  dealings  with  First  International  Communications, 
fires  back  in  defense  of  the  Clinton  Administration's 
economic  record.  Brown  points  to  the  numbers  — 
six  million  new  jobs,  4.6%  GDP  growth,  2.8%  infla- 
tion —  as  proof  that  the  Clinton  economic  policy 
has  been  better  for  business  than  business  admits. 

"In  the  short  term,  judge  us  by  the  numbers," 
says  Brown.  "Economic  growth,  corporate  earn- 
ings, investment  spending,  housing  starts,  durable 
goods  orders,  unemployment,  inflation  —  whatever  statistics  you  desire  — 
what  ought  to  be  up  is  up,  what  ought  to  be  down  is  down,  and  we've  got 
a  plan  to  keep  it  that  way." 

The  plan  is  a  four-part  long-term  strategy  to  encourage  private  invest- 
ment, educate  the  workforce,  open  foreign  markets,  and  spur  investment 
on  innovative  technologies. 

Brown  says  the  strategy  is  in  step  with  the  massive  realignments 
underway  in  the  global  economy.  "This  is  a  time  of  extraordinary  change 
and  opportunity.  It  requires  new  ways  to  approach  the  international 
marketplace.  I'd  even  like  to  present  an  exotic  notion  —  that  corporate 
America  ought  to  be  natural  allies  with  this  administration." 


Ron  Brown 

Secretary  of  Commerce 


To  survive.  Zenith  had  to  change  —  radical 
Alex  Young,  ]:)resident  and  COO  of  the  consu 
ing  firm,  Thomas  Group.  Inc.,  set  three  chanj. 
imperatives  to  help  them  to  do  it.  "First,  Zeni 
had  to  commit  themselves  to  radical  change; 
then  they  had  to  focus  on  speed  —  respondin 
to  customers  and  changes  in  the  market  more 
(|uickly:  and  finally,  they  needed  to  identify  th 
driver  of  the  desired  change:  in  this  case  it  wa 
cycle  times." 

Says  Moschner.  "We  were  losing  an  averag 
of  10%  of  additional  business  opportunities  e 
month  because  oiu"  c)  cle  times  were  too  slow. 
We  simply  could  not  respond  quickly  enough 
demand  changes." 

So  the  company  re-engintered  primary 
cycle  processes  and  then  focused  on  getting  n 
products  to  market  faster.  By  improving  desig 
methodology,  shortening  development  time,  a 
cutting  the  number  of  design  teams  in  half  ,  th 
reduced  cycle  time  for  product  development. 
They  redeployed  the  freed  resources  to  deveL 
innovative  products  and  product  enhancemen 
features  to  differentiate  its  products  —  a  key 
competitive  atlvantage.  The  result  was  a  prodi 
tivity  improvement  of  almost  100%. 

Young  says  the 
Zenith  lesson  is  fund 
mental.  "Ask  yourself 
what  gets  iii  the  way 
responding  t|uickly  t( 
(  ;istomers.  Then  fine 
drivers  to  drive  chanj 
down  and  across  you 
entire  organization. 
Doing  this  today  will 
substantially  increase 
yoiu'  global  cf)mpetiti 
ness  in  the  future. " 

New  York  Life 
Insurance  Company 
wanted  to  change  by  lijn 
taking  advantage  of  ^ 
mcreasing  customer 
demand  in  foreign  m; 
kets.  "The  virtually 
unlimited  marketplac 
we  enjoyed  domestic 
for  so  long  is  a  thing 
of  the  past,"  explains 
Lee  M.  Gammill,Jr., 
vice  chairman.  New  York  Life  Insmance 
Companv.  "Domestic  tliversification  is  not 
enough.  International  ex|)ansion  provided  tli 
best  growth  potential  of  any  strategy  we 
could  devise. ' 


"Domestic 
diversification 
was  not  enough. 
International 
expansion  was 
the  best  growth 
strategy  we 
could  devise." 

Lee  M.  Gammill,  Jr. 

vice  chairman. 
New  York  Life 
Insurance  Company 
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lut  in  foreign  mar- 
,  150  years  of  brand 
ding  in  tlie  U.S. 
I't  enougli  to  com- 
.  So  New  York  Lift 
'e  the  change  by 
Wishing  foreign 
nces  to  quicken 
^ration  into  new 
icets  in  the  U.K., 
;a,  Taiwan, 
)nesia,  Mexico, 
Argentina.  The 
nces  provided  the 
pany  witli  local 
cet  knowledge  and 
iral  understanding 
;gin  servicing  cus- 
jrs  immediately. 
In  the  last  15  years," 
imill  says,  "New 
:  Life  has  gone  from 
Id-line  mutual  life 
ranee  company  sell- 
ndividual  and  group 
nd  health  insurance 
lucts,  annuities,  and 
lions,  to  an  interna- 
J,  multi-line  financial 
:ces  company."  That's 


"To  compete 
globally,  we're 
not  just  selling 
the  same 
products  in 
more  countries; 
we're  creating 
new  solutions 
to  meet  the 
varied  needs  of 
customers 
worldwide." 

Clifford  A.  Jenks 

executive  vice  president. 
Zenith  Data  Systems 

radical  change. 


;  Home  Depot: 
irtual  Corporation 

phenomenal  success  of  The  Home  Depot  is 
torted  by  a  web  of  state-of-the-art  technology 
xs: 

deo  teleconferencing  centers  facilitate 
mmunication  among  five  divisions  and 
ying  offices 

i-Hne  finkages  to  freight  providers  track 
:oming  fireight  status 

frame-relay  network  allows  movement  of 
es,  inventory,  and  pricing  data  daily  among 
3me  Depot's  321  stores 

JI  software  on  laptops  provides  sales  and 
)re  performance  data  to  key  managers 

ini  computers  fink  point-of-sale  terminals 
I  LAN 
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■  Electronic  links  speed  the  flow  of  merchandise 
to  stores 

These  technologies  cut  lead  time,  enhance 
communication,  and  track  inventory.  Andy 
McKenna,  president.  Midwest  division,  says  the 
Home  Depot's  high-tech  machine  has  delivered 
an  amiual  compoimd  growth  rate  of  43%,  making 
the  $7  billion  company  the  behemoth  of  the  do-it- 
yourself  home-imjirovement  industiy  and  a  model 
of  21st  century  capitalism. 


The  1995 
BusinessWeek 
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Forum 


GE's  Family  Values 

Boundar)'lessness.  Speed. 
Stretch.  From  Peoria  to 
Bombay,  ask  any  GE  employee 
what  they  mean  and  you'll 
get  the  same  answer.  They're 
the  values  driving  GE's  global 
expansion  and  creating  a 
truly  global  coiporate  culture. 
"When  all  is  said  and  done," 
says  GE  Appfiances  President 
and  CEO  J.  Richard  Stonesifer, 
"lines  on  paper,  organiza- 
tional charts,  and  books  on 
management  techniques 
won't  carry  the  day.  What 
will  win  is  a  boundaryless 
culture  with  empowered 
people  striving  to  stretch  and 
excel  every  day." 
The  GE  lexicon: 
Boundarylessness  an 
organization-wide  obsession 
for  finding  a  better  way, 
uninhibited  by  organizational 
walls,  rank,  or  geographic 
boundaries. 

Speed  -  the  critical  enabler  of 
boundaiylessness,  essential  in 
a  global  environment  with 
real-time  infonnation  changes. 
Stretch  -  the  inspiration 
required  for  the  other  two. 
Simply  stated:  nothing  is 
impossible. 

But  it's  not  for  everyone. 
Says  Stonesifer,  "These  val- 
ues can  only  flourish  in  an 
environment  where  everyone 
is  totally  committed  to  out- 
performing every  one  of  our 
global  competitors  in  every 
market." 


Quick  Tally  Survey  SaysI 


i  Using  Quick  Tally's  anony- 
mous interactive  polling 
system,  delegates  at  The 
1995  BusinessWeek  Presidents 
Forum  v^eighed  in  on  a  host  of  issues 
defining  2 1  st  century  capitalism: 

My  business  is: 

Greatly  affected  by  foreign  change  44% 

Somewhat  affected  35% 

Slightly  affected  20% 

Untouched  by  the  global  flux  1% 

My  globalization  1 995  vs.  1 990: 

Major  foreign  expansion  57% 

Minor,  "testing  the  water"  3 1  % 

Still  wholly  domestic  10% 

I've  reduced  foreign  activity  2% 

My  globalization  2000  vs.  1995: 

Major  foreign  expansion  74% 

Minor,  "testing  the  water"  20% 

Still  wholly  domestic  7% 

I'll  reduce  foreign  activity  0% 


My  greatest  single  concern  about 
doing  more  business  in  developing 
countries  is: 

Policy  shifts/cloudy  legal  issues  35% 
Far-flung,  multi-lingual  activities  15% 
Plenty  of  growth  in  the  U.S.  I  1% 

Cross-cultural  HR  11% 
Can't  beat  the  competition  there  7% 
Currency  risk  6% 
Corruption  6% 
Costs/access  to  capital  6% 
Coups,  wars,  anti-Americanism  2% 

I'd  rather  employ  an  American  than 
a  foreigner: 

Rather  an  American  49.5% 
Doesn't  matter  50.5% 

h'han  polling  courtesy  of  Quick  Tally,  Beverly  Hills,  California. 
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Find  the  Transformation  that  Fits 

The  company  knew  it  liad  to  do  something. 
Competition  had  lowered  prices  35%  on  a  key 
prodnct.  Profits  fell  25%  at  home;  revenues 
dropped  17%.  So  in  the  middle  of"  1992,  six 
senior  executives  of  Id's  U.S.  agribusiness  shut 
themselves  up  in  a  house  until  they  emerged 
with  a  plan.  At  the  same  time,  executives  in  the 
U.K.  decided  to  de-merge  ICI  into  two  businesses. 
ICI's  bioscience  businesses  —  agrichemicals, 
pharmaceuticals,  and  specialties  —  would  split 
from  ICI  to  create  a  new  company,  Zeneca. 

De-merger  is  one  of  several  options  corpora- 
tions are  exploring  to  unlock  shareholder  value 
and  release  potential  within  the  business. 


Derivatives:The  Real  Story 


Widely  publicized  horror  stories  of  derivatives- 
gone-bad  have  provoked  distrust  among  many 
corporate  executives.  But  based  on  the  recent 
Wharton/Chase  Survey  of  Derivative  Usage 
Among  530  U.S.  Non-Financial  Firms,  Richard  C. 
Marston,  director  of  The  Wharton  School's 
George  Weiss  Center  for  International  Financial 
Research  puts  derivatives  in  perspective. 


Richard  C.  Marston 

The  Wharton  School 


Are  derivatives  being  abused? 

"What  we  are  not  seeing  is  the  use  of  these  derivatives  to  deliberately 
speculate  on  interest  rate  or  exchange  rate  fluctuations.  For  the  most  part 
what  we  find  is  that  corporations  are  doing  with  derivatives  what  they 
should  be  doing  —  hedging  commitments,  hedging  future  transactions, 
reducing  exchange  risk,  and  reducing  interest  rate  risk." 

Do  firms  understand  enough  about  derivatives? 

"Over  50%  of  the  firms  are  concerned  that  their  firms  do  not  understand 
enough  about  derivatives.  Since  derivatives  are  almost  exclusively  used  to 
manage  risk,  it  is  crucial  that  executives  be  able  to  justify  those  positions 
to  boards.  Lack  of  understanding  is  a  serious  problem." 

What  can  corporations  do  to  protect  themselves  from 
undue  risk? 

"There  needs  to  be  greater  accountability  on  the  part  of  the  treasurer  to 
the  board  of  directors.  More  than  50%  of  the  firms  surveyed  still  do  not 
have  a  set  schedule  for  reporting  on  derivatives  positions.  Boards  of  direc- 
tors need  to  understand  the  use  of  derivatives  better,  and  treasurers  need 
to  really  explain  what  is  being  done  within  the  firm  to  control  risk." 

What  advice  would  you  offer  corporate  executives? 

"Informaition  clarifying  derivatives  positions  can  be  reported  to  the  board 
of  directors  very  easily  if  it  is  provided  by  the  banks  who  sell  the  derivatives. 
If  you  are  dealing  with  a  complex  derivative,  insist  that  the  bank  provide 
information  on  what  happens  if  interest  rates  or  exchange  rates  change. 
Get  it  on  paper." 
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"Companies 
must  convince 
their  people  that 
change  isn't  bad, 
it's  necessary  for 
survivai." 

Francis  Gouillart 

senior  vice-president, 
Gemini  Consulting 
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Gemini  Consulting 
was  called  in  by  the  U.S. 
agrichemical  company, 
Zeneca  Ag  Products,  to 
help  address  some  of 
these  issues.  Zeneca  Ag 
Products  President 
Robert  Woods  recalls 
that  getting  employees  tt) 
buy  in  to  the  plan  was  the 
first  step.  "We  weren't 
looking  to  reduce  a  cer- 
tain number  of  people, 
we  were  interested  m 
getting  the  business  to 
rim  itself  from  a  cash 
point  of  view  as  effi- 
ciently as  possible.  We 
had  to  convince  people 
to  put  the  organization 
under  a  microscope  and 
that  this  was  essential  in  order  to  meet  the  targel 
of  the  new  Zeneca." 

With  assistance  from  Gemiin  Consulting, 
Zeneca  Ag  Products  formed  a  team  of  employe<  tly 
fioni  several  management  levels  to  keep  emjjloyet 
focused  on  making  processes  more  efficient, 
adopted  the  SAP  software  system,  and  defined 
new  externally  focused  vision  for  the  company. 

"We  needed  to  understand  die  customer  bett(  , 
so  that  his  needs  could  direct  our  organizationa 
change,"  says  Woods.  .So  Zeneca  set  performanc 
goals  and  kept  workers  focused  on  them  to  help  g 
them  through  the  trauma  of  reorganization.  By  th 
end  of  1994,  one  year  ahead  of  schedule,  Zenec 
Ag  Products  has  surpassed  its  goal  of  RONA 
improvement  through  both  significant  increases 
sales  and  profits  and  a  large  reduction  in  the  worl 
ing  capital  positions  held  throughout  the  year. 

"The  challenge  for  Zeneca  and  other  corpo 
rations  is  to  get  into  a  mode  of  continuous 
improvement,"  says  Francis  Gouillart,  senior 
vice-president,  Gemini  Consulting.  "Conipanie 
must  convince  their  ])eo])le  that  change  isn't  bad 
it's  necessaiy  for  sui"vival.  Improving  continuousl 
by  setting  stretch  goals  at  various  levels  each  year 
tlie  only  way  for  coin])anies  to  remain  comjietitive, 
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Martin  Keohaii  is  a  New  York-based  business 
writer. 
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Science  &  Technology 


SAN  DIEGO 
SUPERCOMPUTER 
CENTER 

Global  climate  model 
with  data  from  ocean  and 
air  currents 


rhe  coolest  new  place  in  cybei-space 
is  so  cool,  it's  not  even  on  the 
Internet.  It  doesn't  have  chat 
rooms  or  car  ads  or  sexy  gi-aphics 
s  or  a  user-friendly  interface  or  nodes 
gvery  major  and  minor  city.  What  it 
;s  have  is  blazing  speed — connections 
up  to  155  megabits  per  second,  or 
re  than  10,000  times  the  speed  of 
it  14.4-kilobit  mo-  ■^^^^■■■■■■i 
•n  you  just  bought 
your  home  comput- 
It's  called  vbns,  for 
ry-high-speed  Back- 
le  Network  Serace, 
d  it's  run  by  MCl 
mmunications  Coi-p. 
•  the  National  Sci- 
ce  Foundation  (nsf). 
vbns,  scheduled  to 
ike  its  public  debut 
Apr.  24,  is  a  peek 
:o  the  future  of  sci- 
tific  computing.  It's 
i  connected  to  the 
ternet  because 
owsers  aren't 
^Icome.  VBNS  is 
rictly  for  "Grand 
lallenge"  prob- 
ms    that  only 
!tworks  of 
ipercomputers  can 
)pe  to  crack — prob- 
ms  such  as  predict- 
g    global  climate 
lange  and  designing 
;tter  dings,  vbns  has 
Jen  quietly  get- 
ng  up  to  speed 
ir  several  weeks. 
-  connects  five  of 
le  most  impor- 
mt  concentra- 
ons  of  supercom- 
uting  power  in 
le  U.S.  (map,  page 
25),  with  lower-speed 
nks  for  other  "meri- 
)rious"  users  via  sites 
1  Chicago,  New  York, 
>an   Francisco,  and 
V^ashington. 
MCI  Chairman  Bert 
Roberts  Jr.  says 
i^inning  the  contract 
0  operate  vbns  helps  burnish  the  high- 
ech  credentials  of  mci,  which  will  pump 
.n  unspecified  amount  of  its  own  money 
nto  the  networ-k  in  addition  to  the  $50 
nillion  over  five  years  it's  getting  ft'om 
he  nsf.  "Those  of  us  who  do  science 
lave  been  bored  to  death  by  the  Inter- 
let  and  its  speeds  for  about  two  years," 
says  Richard  T.  Liebhaber,  who  is 
;cheduled  to  retire  at  the  end  of  May 


from  his  job  as  MCi's  chief  sti-ategy  and 
technology  officer.  "Our  mind-set  now 
is  on  full-motion  visualization  of  things," 
Liebhaber  says.  "For  that,  you  need  a 
gazillion  mips  of  processing  power" 

Indeed,  by  networking  together  two 
or  more  top-flight  supercomputers,  vbns 
makes  possible  some  of  the  lai'gest  com- 
putations ever  attempted.  Sui'e,  any  sin- 


Way  Cool  Science  on  the 
Next  Internet 

vBNS  connects  five  U.S.  supercomputing  centers  at  a  blazing  155  mil- 
lion bits  of  data  per  second.  The  new  network  is  funded  by  the  Nation 
al  Science  Foundation  and  operated  by  MCI  Communications 


PinSBURGH 
SUPERCOMPUTING 
CENTER 

Simulation  of 
Shoemaker-Levy 
comet  crastiing 
into  Jupiter 


NATIONAL  CENTER 
FOR  ATMOSPHERIC 
RESEARCH 

Boulder,  Colo. 
3-D  display  of 
heavy  rain  (yellow 
blob)  on  approach 
to  airport 


NATIONAL  CENTER  FOR 

SUPERCOMPUTING 

APPLICATIONS 

Urbana-Champaign,  III. 
A  scorpion  venom 
molecule  descends  on  a 
human  cell  molecule 


gle  supercomputer  could  do  a  big  com- 
putation alone,  but  it  might  be  out  of 
date  by  the  time  it  was  completed — as 
in  a  forecast  today  of  yesterday's  weath- 
er. VBNS  also  promotes  collaboration  by 
transmitting  ultrahigh-fidelity  video  im- 
ages so  researchers  in  different  cities 
can  watch  a  virtual  experiment  as  it 
unfolds  inside  a  computer.  All  in  all,  it 
has  researchers  ecstatic:  "In  problem 


after  scientific  problem,  it  turns  out  that 
you're  gToping  in  the  dark  until  you  get 
the  insights  and  pictures  that  you  can 
only  get  from  contemporary  comput- 
ers," says  Malvin  H.  Kalos,  director  of 
the  Cornell  Theory  Center,  a  collection 
of  high-powered  iron  at  Cornell  Uni- 
versity. 

DOUBLE  TEAM.  One  of  the  fii-st  calcula- 
^^^^^^^mm  tions  attempted  using 
VBNS  illustrated  its  po- 
tential. In  mid-April, 
researchers  in  San 
Diego  and  Pittsburgh 
yoked  together  two 
similar  Cray  Research 
Inc.  supercomputers — 
one  at  each  site — to 
calculate  global  weath- 
er patterns.  One  com- 
puter used  software 
from  Princeton  Uni- 
versity to  calculate 
temperatui'es  and  cur- 
rent speeds  in  the 
ocean,  while  the  other 
tended  to  the  atmos- 
phere using  software 
fi-om  the  Univei'sity  of 
California  at  Los  An- 
geles. Every  10  sec- 
onds the  Crays 
swapped  results  and 
used  the  data  for  new 
calculations.  Massaging 
the  two  programs  so 
two  remote  computers 
could  use  them  to- 
gether took  yeai's 
of  "hand-tuning," 
says  San  Diego 
staff  scientist  Bi- 
al  Chinoy.  Even- 
tually, he  says,  the 
remote  computers 
be  of  different 
types,  so  each  can  fo- 
cus on  the  type  of  cal- 
culation it's  best  at. 

The  weather  at 
your  local  airport, 
rather  than  over  some 
ocean,  is  among  the 
VBNS  projects  planned 
by  the  National  Cen- 
ter for  Atmospheric 
Research  in  Boulder,  Colo,  ncar's  Avia- 
tion Weather  Development  Laboi-atoiy 
hopes  to  use  vbns  to  aid  aviation  by 
improving  the  ability  to  predict  killers 
such  as  wind  sheai-  and  ice  storms.  That 
project,  however,  is  endangered  by  ex- 
pected cutbacks  in  funding  by  the  Fed- 
eral Aviation  Administration,  says  Wil- 
liam P.  Mahoney,  the  aviation  lab's 
managei'. 


CORNELL  THEORY 
CENTER 

Ithaca,  N.  Y. 
Model  of  enzyme 
that  decomposes 
neurotransmitters 
after  their  work 
is  done 
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Create  multimedia  presentations. 
Crunch  financial  planning  scenarios. 
Manage  complex  documents. 
Share  ideas  face  to  face. 
Etc.,  etc.,  etc. 


Today's  business  software,  from  suites  to  groupware,  places  great  demands  on  your  PC.  And  wiinatel 
even  more  sophisticated  programs  already  being  developed,  that  demand  is  only  going  to  increas  deni; 


ly-J*^  Intel  ('Diiiut.iiuin  l-i>i  innn.-  iiilui ni.itiDn  nn  ilie  hiiel  IVnIiiini  prciessur  l.iniily  cmiLici  Inicl  on  ilic  liiiernet  .il  iilt[)  //w\\\A,ltiiel  n>rn/pincs/pciiliuiii/ 


Do  you  have 
the  power? 


nately,  an  Intel  Pentium''  processor-based  PC  gives  you  the  power  to  mn  today's 
demanding  PC  software  while  still  having  plenty  in  reserve  for  tomorrow's. 


Developments  to  Watch 
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GHOCOUTE, 
GARLIC,  AND  BEEF 
FAT:  EAT  UP? 

FOLKLORE    HAS   LOXG  RE- 

garded  garlic  as  good  for 
you.  The  fh'st  support  for  this 
notion  was  evidence  that 
garlic  kills  cultured  human 
cancer  cells  in  the  lab.  Now, 
researchers  at  Pennsylvania 
State  University  have  shown 
that  a  compound  in  garlic,  di- 
allyl  disulfide,  can  shut  down 
or  kill  human  colon  cancer 
cells  transplanted  into  mice. 
The  experiments  were  per- 
formed by  Sujatha  Sun- 
daram,  a  PhD  nutrition  stu- 
dent, and  department  head 
John  A.  Milner.  They  pre- 
sented their  results  at  a  con- 
ference in  Atlanta  on  Apr.  12. 

On  the  other  hand,  another 
Penn  State  team  has  de- 
bunked a  different  piece  of 
accepted  wisdom.  Associate 
professor  Yu-Yan  Yeh  and  his 
student,  T.  K.  Pai,  reported 
that  satui'ated  fat  in  beef  and 
chocolate  may  not  be  so  ter- 
rible after  all.  In  fact,  they 
may  help  lower  "bad"  choles- 
terol. Rat  liver  cells  were 
treated  with  fatty  acids  from 
palm  oil  and  coconut  oil,  or 
stearic  acid  from  chocolate 
and  meat.  The  latter  resulted 
in  much  lower  levels  of 
triglyceride — a  precursor  to 
bad  cholesterol. 


TRUTH  THAT'S  STRANGER  THAN  FRIGTION 

RESEARCHERS  AT  OHIO  STATE  UNIVERSITY  HAVe'mEA- 

sured  the  friction  of  one  atom  rubbing  against  another — 
and  it's  not  what  textbooks  say  it  should  be.  At  the 
atomic  level,  explains  Bharat  Bhushan,  head  of  osu's  mi- 
crotribology  work,  the  classical  theoiy  of  friction  doesn't 
hold  up.  So  for  tomori'ow's  nanotechnology  products, 
which  will  get  stitched  together  atom  by  atom,  a  new 
theory  of  fi-iction  will  be  necessary.  A  paper  co-authored 
by  Bhushan  in  the  Apr.  13  Nature  outlines  the  implica- 
tions— not  all  of  which  are  in  the  distant  future. 

Within  five  years,  Bhushan  believes  the  new  theory 
of  friction  could  yield  far  smaller  computer  hard  drives. 
His  team  has  tested  supersmooth  aluminum  surfaces, 
similar  to  the  platters  used  in  hard  drives,  that  were 
lubricated  with  a  film  only  one  molecule  thick.  The  film 
resisted  abrasion  80  times  better  than  predicted.  Thus, 
a  hard  drive's  read/write  head  could  be  reduced  to  a 
fraction  of  its  current  size  and  moved  closer  to  the 
disk.  This  would  decrease  the  size  of  the  area  needed 
to  store  bits  of  data,  increasing  capacity  by  as  much  as 
400  times. 


IT'S  A  DRAG:  Graphite  surface  after  abrasion 


HOW  TO  SOUP  UP  SUPERCONDUCTORS 


IT  HAS  BEEN  NEARLY  A 

decade  since  the  world  was 
shocked  by  the  discovery  of 
"warm"  superconductors — 
materials  that  carry  cur- 
rent without  any  resistance 
at  relatively  high  tempera- 
tures. Unfortunately,  that 
breakthrough  hasn't  yet 
led  to  major  commercial 
products,  in  part  because 
the  materials  can't  carry 
enough  current. 

Now,  researchers  at  Los 
Alamos  National  Laborato- 
ry have  broken  through  a 


key  barrier.  At  a  scientific 
meeting  on  Apr.  19,  they 
announced  development  of 
a  flexible,  ribbon-like  su- 
pei'conductor  that  can  carry 
more  than  1  million  am- 
peres of  current  per  square 
centimeter  of  "wire."  That's 
100  times  more  than  the 
previous  record. 

There's  nothing  unusual 
about  the  basic  idea:  de- 
positing a  layer  of  super- 
conducting ceramic  onto  an 
inexpensive  nickel-alloy 
tape.  The  secret  is  in  be- 


tween. Before  the  ceramic 
is  put  down,  the  nickel  sur- 
face is  primed  with  a  layer 
of  cubic  zirconia.  The  extra 
layer  keeps  the  ceramic 
crystals  aligned,  and  that 
ensures  higher  current 
capability. 

Now,  predicts  team 
member  Xin  Di  Wu,  super- 
conducting wire  will  finally 
find  widespread  applica- 
tions, ranging  from  smaller 
magnetic  resonance  imag- 
ing (MRi)  machines  to  bet- 
ter motors  that  can  be 
cooled  with  inexpensive  liq- 
uid nitrogen. 


NANOTECH  TOOLS 
FOR  TOMORROW'S 
TEENY  ROBOTS 

A  DECADE  AFTER  BIG  BLUl 

1981  invention  of  the  scl 
ning  tunneling  microscope! 
STM,  IBM  researchers  demi 
strated  that  an  stm's  poij 
tip  can  do  more  than  jl 
trace  the  contours  of  in 
vidual  atoms.  The  microscj 
can  also  pick  up  and  m| 
separate  atoms.  And  nj 
scientists  at  Cornell  Univl 
sity  have  made  an  ultrasnl 
STM  that  could  be  the  fd 
runner  of  minuscule  machl 
tools  for  the  nanotechnol(| 
era. 

Nanotech  visionaries  d 
diet  that  tiny  robots  and  cJ 
puter  ch'cuits  will  one  dayl 
built  atom  by  atom.  Si 
molecular-scale  robots  coj 
probe  and  repair  dna  or  h| 
down  cancer  cells  in 
bloodstream.  But  today's  si 
aren't  practical  product] 
tools  because  the  busini 
end  of  the  system,  includ 
the  little  motors  that  drl 
the  tip,  is  about  the  sizq 
your  thumb. 

To  make  drastically  smal 
STMs — smaller  than  [| 
heads — Cornell's  Noel 
MacDonald,  a  professor] 
electrical  engineering, 
harnessed  the  technol(| 
used  in  manufacturing 
conductors  and  built  tranl 
tor-size  silicon  motors.  So! 
ture  silicon  chips  could  I 
packed  with  batteries  of  S"! 
turning  chips  into  nanotj 
factories.  Cornell  is  aire/ 
working  with  tms  TechnJ 
gies  Inc.  in  Ithaca,  N.  Y.[ 
license  the  technology. 
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We  have  nothing  against  Microsoft®  Office.  And  expedite  the  budget  process  by  having  all  parties 

if  you're  an  individual  who  works  alone,  then  work  on  the  same  spreadsheet  simultaneously, 

you  probably  have  nothing  against  it  either.  Or  being  able  to  create  a  database  filled  with  new 

However  (and  it's  a  big  however),  if  you  product  information,  sales  presentations  and  cus- 
think  the  most  productive  way 


of  working  is  by  communicat- 
ing, collaborating  and  sharing 
information  with  other  people, 
you  need  the  only  business      '  ■>-,:.., 
solution  created  to  make  teams  more  productive. 

Introducing  Lotus®  NotesSuite™  the 
powerful  new  combination  of  SmartSuitef  our 


NotesSuite  For  Team  Computing 


nil  -^^Jt 

l^^v^  NotesSuite  is  - 1-2-3"  spreadsheet,  Ami  Pro  word  processor, 
Approach  database,  Freelance  Graphics'  and  Organizer™ 
personal  information  manager  integrated  with  Lotus  Notes, 
for  the  needs  of  team  computing.  And  only  NotesSuite  is 
enhanced  by  the  NotesSuite  Application  Collection,  ten 
unique  applications  to  make  your  teams  more  productive  today. 


tomer  profiles  that  can  be  accessed  remotely  and 
updated  continuously  by  members  of  a  sales  team 
no  matter  where  they  happen  to  be.  People  and 


five  leading  business  software  applications  for      groups  of  people  will  feel  empowered.  Because, 


the  desktop,  integrated  with  Lotus  Notesi^  the 
groupware  standard,  plus  ten  unique  applications 
to  enhance  team  productivity.  They're  optimized 


for  the  very  first  time,  they  are  empowered. 

To  find  out  more  about  how  Lotus 
NotesSuite  is  helping  successful  companies 


for  the  computing  needs  of  teams,  whether  it      become  more  competitive,  get  our  FREE  video, 


be  a  team  of  two,  of  1282,  or  even  more. 

With  The  Team  Computing  Benefits 
Of  NotesSuite  You  Will  Fully  Realize  The 
Potential  Of  Your  People.  Everyone,  at  every 
level,  will  be  a  contributor,  a  collaborator,  a  true 


"Team  Computing:  The  Art  and  Science  of 
Collaborationr  by  calling  i-8oo-trade-up, 
extension  A737  .*  Your 
company  can  be  using  \V„ikiiiu  Touetlier' 
the  new  Lotus  NotesSuite  for  as  little  as 


Lotus 


colleague.  Imagine,  for  example,  being  able  to       $299.**  Do  it  today,  the  team  is  counting  on  you. 

Explore  Lotus  on  The  World  Wide  Web  at  http://www.lotus.com.  'In  iAiiuida  luII  1-800-GO-LOTUS.  •  *$299  per  user  license  for  Lotns 
NotesSuite  Desktop.  Minitniiin  purchase  of  fifty  licenses  required.  01995  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
02142.  All  rights  reserved.  Lotus,  Working  Togetlier,  Lotus  Notes,  SmartSuite,  1-2-3.  Ami  Pro,  Approach  and  Freelance  Graphics  are  registered  tradeniarks 
and  NotesSuite  and  Organizer  are  trademarks  of  Lotus  Lievelopment  Corporation.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation. 


The  Corporation^ 


FIERCE  COMPETITOR:  David 
pushing  the  "Otis  model" 


ijiiit 


George  David  hates  to  lose.  In  a 
week  of  international  sailboat  rac- 
ing off  Key  West,  Fla.,  in  January, 
his  $1  million,  custom-built,  45- 
foot  craft  missed  fii'st  place  by  a  mere 
40  seconds.  The  United  Technologies 
Corp.  chief  executive,  who  captained 
the  boat  himself,  now  dreams  of  adding 
a  laser  range  finder  like  those  used  in 
America's  Cup  races  to  give  his  boat 
an  edge.  In  sailboat  racing,  David  ex- 
plains, "you  win  with  preparation  and 
teamwork."  Business,  he  adds,  "is  sail- 
boat racing  on  a  larger  scale." 

From  headquarters  in  Hartford  to 
operations  scattered  in  183  countries, 
employees  of  United  Technologies  are 
beginning  to  grasp  that  message.  Since 
taking  over  as  CEO  a  year  ago,  David 
has  been  spreading  his  sense  of  com- 
petition throughout  the  stodgy,  inbred 


$21  billion  conglomei-ate.  Clocking  more 
than  250,000  miles  a  year  to  meet  with 
worker's  and  managers  from  Manhattan 
to  Moscow,  David  aims  to  whip  his  com- 
pany's six  units — Pratt  &  Whitney  en- 
gines, Otis  elevators.  Carrier  air  condi- 
tioners, Hamilton  Standard  aviation 
systems,  Sikorsky  helicopters,  and  UT 
automotive  systems — into  shape. 

It  is  a  painful  process,  fraught  with 
risk.  Old-school  managers,  among  othei-s, 
are  paying  a  huge  price.  No  more  can 
the  hierarchical,  inflexible  style  of  its 
long-dominant  Pratt  &  Whitney  engine 
unit  drive  the  company,  David  says. 
Now,  UTC  must  adopt  the  commercially 
driven,  internationally  oriented  approach 
of  its  Otis  Elevator  Co. — what  David 
calls  the  "Otis  model."  That  means  ele- 
vator people  are  moving  into  key  posi- 
tions in  managing  the  proud  old  jet-en- 
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gine  business  and  other  uni 
It  also  means  placing  huj 
bets  on  such  tricky  markets 
Russia,  China,  and  Vietnai 
even  while  David  takes  he 
from  unions  for  hollowong  o 
UTC  in  Connecticut  (page  13( 
And  though  the  company  ge 
a  hefty  60%  of  its  sales  outsi 
the  U.  S.,  profits  can  be  elusiA 
In  the  former  Soviet  Unio 
UTC  has  15,000  workers  and 
not  repatriating  any  profit. 

David  and  other  top  mana 
ers  argue  that  they  are  doii 
what  a  once  U.  S-dependent  d 
fense  giant  must  do  to  survi\ 
Says  Otis  President  Jean-Pier 
van  Rooy:  "It's  a  very  cle 
strategy — recalibrating  t 
company  not  only  toward  inU 
national  but  toward  more  coi 
mercial  business." 
NUMBERS  MAN.  David  doesi 
underestimate  the  challeng 
"There's  no  overnight  chanj 
It  changes  a  micro-inch  a  da^ 
But  the  micro-changes  have  b 
gim  to  add  up.  The  compai 
surjirised  Wall  Street  in  19' 
with  a  20%  increase  in  ear 
ings,  to  $585  million,  on  just 
1%  rise  in  sales,  to  $21  billicJ^ffJ 


David  expects  another  20 
earnings  increase  in  1995 
commercial  business  grows  ai 
cost-cutting  at  Pratt  flows 
the  bottom  Line.  "David  is  doi 
the  right  thing,"  says  Lehm; 
Brothers  Inc.  analyst  Joseph 
Campbell.  "The  next  few  yea 
should  be  pretty  good." 
A  fiercely  competitive  man,  Dav: 
53,  walks  around  with  blue-ring  binde 
that  lay  out  just  where  UTC  stands  1 
different  measures:  percent  of  sales  fi-o 
international  operations,  return  on  a 
sets,  return  on  equity,  operating  incon; 
cash  flow.  He  developed  his  fondne 
for  number-crunching  while  moving  i 
at  UTC.  He  joined  Otis  as  a  corpora 
planner  in  1975,  then  oversaw  jobs 
Latin  America  and  Asia  before  beii 
named  ceo  in  1986.  In  1992,  he  w; 
named  president  and  chief  operating  ( 
fleer  of  UTC,  becoming  ceo  in  1994 

For  David,  the  "Otis  model"  is  tJ 
key  to  boosting  UTC's  performance.  T]| 
Otis  mind-set  is  international,  entrepr 
neurial,  quick-moving,  and  custome] 
driven.  UTC  relies  mostly  on  non-Ami 
icans  to  manage  the  companjl 
sprawling  global  operations,  while  kee 
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T  oversight  through  ad- 
nced  communications, 
npowering  operating 
magers  is  crucial,  and 
adquarters  staff  in  Hatt- 
•d  has  been  halved,  to 

0,  since  1990.  "I'm  a 
-npant  believer  in  decen 
ilization,"  David  says. 
David  learned  some  of 
jse  lessons  in  the  1970s, 
len  he  helped  build  up 
is'  joint  venture  willi 
itsushita  Electric  Indus 
al  Co.,  Nippon  Otis.  He 
<ed  MasahaiTJ  Matsushita,  chairman 
Japan's  largest  electronics  conglomer- 

1,  for  advice,  and  Matsushita  suggest- 
that  Otis  aim  its  all-out  focus  on 

ality  and  technology  not  just  at  pm*- 
asei-s  but  at  elevator  usere,  too.  David 
janized  a  team  to  deal  with  the  Japa- 
36  market.  "Japanese  consumer  confi- 
nce  in  the  quaUty  of  Nippon  Otis  ele- 
tors  rose  rapidly,"  says  Matsushita, 
e  union  has  been  financially  success- 
,  too,  with  revenues  in  1994  of  $740 
Uion — up  24  times  from  1975. 
Later,  through  his  work  in  China,  Da- 
1  learned  how  to  play  in  emerging 
irkets.  The  idea  is  to  get  into  a  mar- 
t  early,  commit  enough  resom-ces  for 
!al  partners  to  take  you  seriously, 
im  up  Western  and  local  managers — 
d  be  patient.  Says  Bruno  Grob,  head 
Otis'  European  operations:  "We  have 
ihilosophy  that  when  something  opens 
,  we  have  to  be  there." 
The  strategy  worked  in  China,  where 
ivid  negotiated  joint  ventures  in  the 
'ly  1980s.  Otis  had  sold  its  first  elevator 
China  at  the  turn  of  the  century  but 
IS  forced  out  after  the  1949  revolution. 
hen  China  opened  up,  David  argued 
'  plimging  back  in.  His  enthusiasm  met 
th  some  misgivings  among  board  mem- 
rs.  But  Otis  bought  30%  of  the  Tianjin 
svator  Co.  for  $1.5  milHon  in  1984  and 
er  bought  an  additional  14%.  Today, 
is  sales  in  China  exceed  $250  miUion — 
times  a  decade  ago  and  half  of  UTC's 


David  doesn't  underestimate 
the  challenge:  UTC  "changes 
a  micro-inch  a  day,"  he  admits 

UTC  MOVED  QUICKLY  TO  OPEN  OFFICES  IN  VIETNAM 


total  sales  there.  Overall,  UTC's  annual 
operating  pi'ofit  in  China  is  $60  million. 

Now,  David  is  extending  the  Otis 
model.  He  is  pushing  all  six  UTC  compa- 
nies into  emerging  markets,  where  de- 
mand should  gTOw  for  airplane  engines, 
car  parts,  and  air-conditioning — as  well 
as  elevators.  The  Otis  model  means  "we 
are  endlessly  patient,"  he  tells  his  man- 
agers. "We  wait  forever." 
"CRAPSHOOT."  Perhaps  the  ultimate  test 
of  his  vision  will  be  Russia.  Though  Otis 
and  UTC  are  betting  big  on  the  foiTner 
Soviet  Union,  it  hasn't  been  smooth  sail- 
ing so  far.  From  1990  to  1992,  Otis 
launched  four  joint  ventures  to  make 
and  service  elevators,  while  Pratt  & 
Whitney  is  woi"king  with  Penn  Motors 
to  improve  engines  for  the  Aeroflot  fleet 
and  with  the  aircraft  maker  Ilyushin  to 
modernize  its  lai'ge  passenger  jets.  Alto- 
gether, UTC  has  committed  $250  million, 
of  which  about  $100  million  has  been 
invested.  But  with  the  state-of-the-art 
plant  Otis  built  in  St.  Petersburg  oper- 
ating at  barely  a  quarter  of  capacity. 


profits  will  be  some  time  in  coming.  "It's 
a  veiy  long  crapshoot,"  David  concedes. 

Still,  David  is  moving  UTC  even  fur- 
ther afield.  Otis  opened  a  new  elevator 
factory  in  Malaysia  in  1993,  and  it 
moved  to  open  offices  in  Vietnam  the 
day  President  Clinton  reopened  com- 
mercial ties  there  in  1994.  Chasing  after 
Otis,  Cairier  is  also  pushing  into  Asia. 

Internally,  David's  energies  are  fo- 
cused on  convincing  managei"S  that  the 
"Otis  model"  is  the  key  to  UTC's  future. 
The  engineering  mind-set,  reflected  by 
Pratt's  dependence  on  big  capital  expen- 
ditures and  long  lead  times,  is  still  second 
nature  to  many  UTC  manag- 
ers and  workers.  And 
though  Canier,  Otis,  and 
Sikorksy  hehcopters  enjoy 
leading  positions  in  theii-  in- 
dustries, complacency  re- 
mains a  pi'oblem  at  Pratt. 

David  wants  products 
made  more  quickly,  at  less 
expense.  In  redoing  its 
product  hne,  Canner  designed  simpler, 
more  easily  maintained  air  conditioners 
with  fewer  paits.  Hamilton  Standaixl  has 
sped  development  time  foi-  new  aviation 
products  fi'om  four  to  two  years.  Mean- 
while, David  is  relentlessly  cost-cutting — 
especially  at  Pratt. 

That  long-dominant  unit,  in  fact,  is 
where  resistance  is  highest.  Privately, 
Pratt  people  question  how  you  can  build 
a  jet  engine  the  same  way  as  an  eleva- 
tor. They  ask  how  such  a  capital-inten- 
sive, high-tech  business  as  jet  engines 
can  adopt  the  informal  mode  of  an  Otis. 
But  David  has  no  time  for  naysayers: 
"There  are  some  things  about  business 
that  Pratt  needs  to  be  alert  to,"  he 
snaps.  "The  days  of  building  engines  in 
the  U.S.  and  laying  them  on  the  heads 
of  innocent  foreigners  are  long  oven" 

Leading  the  cultural  revolution  at 
Pratt  &  Wliitney  is  Karl  J.  Kr-apek,  a 
David  protege  who  was  installed  as 
president  in  late  1992.  Since  taking  over, 
Ki"apek  has  led  a  massive  restructui'- 
ing.  The  workforce  has  been  cut  40% 
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OUR  FINANCIAL  SKILLS  HELPED  ONE  GOLD  MINING  COMPANS 
FIND  THE  LIGHT  AT  THE  END  OF  THE  TUNNEL.  Vie  AIG  Companies  serve  om 
the  world's  most  successjulgold  mining  compmies  Lvith  excess  casualty  aiid  directors  cuid  o  fficers  insurance.  But  when  management  s 
they  needed  protection  against  falling  gold  prices  cuid  rising  diesel  juel  costs,  we  had  a  chance  to  show  a  different  mettle.  With  a  o 
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The  Corporation 


and  600,000  square  feet  of  manufactur- 
ing space  idled.  Managers  plan  7%  annu- 
al cost  reductions  with  no  end  in  sight. 

But  it's  a  straggle.  "Culture  change  in 
a  monopoly  comes  hard,"  says  Kcapek. 
"The  hourly  people  understand  it,  but 
the  middle  managers  have  a  hard  time. 
They  were  paid  to  do  the  wong  thing — 
to  build  inventoiy." 

After  losing  $570  million  in  1991  and 

1992,  Pratt  reversed  gears  and  earned 
.$536  million  in  1993  and  1994.  The  worst 
may  now  be  behind  it.  After  spending 
$500  million  on  developing  the  PW4084 
engine,  Pratt  was  first  with  a  new  en- 
gine for  Boeing  Co.'s  new  777  aircraft. 

Pratt's  one  glaring  weakness  is  the 
lack  of  an  engine  for  the  latest  model 
Boeing  737.  Although  Pratt  was  the  ex- 
clusive engine  supplier  for  early  737s,  it 
believed  the  plane  had  reached  its  peak 
and  chose  instead  to  develop  an  engine 
for  the  larger  757.  That  proved  a  mis- 
cue — and  GE  jumped  in.  The  737,  ideal 
for  the  shorter  routes  that  have  evolved 
since  airline  deregulation,  is  now  popu- 
lai-.  "The  737-100  and  737-200  were  both 
powered  exclusively  by  Pratt  &  Whit- 
ney engines,"  says  Jim  Eckes,  managing 
director  of  Indoswiss  Aviation,  an  air- 
craft-leasing company.  "Now  it's  all  go- 
ing to  GE.  That  was  a  stupid  mistake." 

Pratt's  stumbles  have  cost  UTC  dear- 
ly in  recent  years.  As  Pratt  gets  fixed, 
David's  goal  is  to  get  all  the  units  work- 
ing well  at  the  same  time,  for  the  fii'st 
time  since  UTC  diversified.  But  a  stray 
wind  can  blow  a  sailboat  off  com-se,  and 
David  faces  many  uncertainties  as  he 
steers  the  new  ITC.  Apail  fi'om  contin- 
uing to  indoctrinate  his  team  in  the  new 
competitive  mentality,  he  will  confront 
difficult  choices  in  Russia  about  just 
how  much  to  invest.  Already,  his  joint- 
venture  partners  are  arguing  for  gTeat- 
er  commitments.  Then  there  is  Carrier, 
which  remains  a  laggard,  with  operating 
margins  last  year  of  just  5.7%. 

Still,  the  changes  wrought  so  far  by 
David  and  his  team  are  beginning  to 
gain  notice.  UTC  shares  are  now  trading 
close  to  70 — up  from  the  low  40s  in  late 

1993.  Key  customers,  such  as  United 
Airlines  Inc.,  say  they  have  seen  a  new, 
more  cooperative  spirit  at  Pratt. 

But  with  competition  still  intense, 
there  will  be  no  rest  for  UTC's  chief  ex- 
ecutive. David  will  have  to  sustain  his 
frenetic  remolding  efforts  for  years, 
while  still  betting  big  on  faraway  mar- 
kets where  the  only  certainty  is  sur- 
prise. His  ultimate  success  is  still  poised 
on  the  knife's  edge.  Kind  of  like  a  day 
spent  racing  sailboats. 

By  Tim  Smart  in  Moscow,  with 
bureau  reports 


IN  CONNECTICUT. 
THE  HUMAN  COST  OF  GOING  GLOBAL 


You  don't  have  to  look  far  to  see 
just  how  the  changes  at  United 
Technologies  Corp.  have  shaken 
the  economy  of  Connecticut.  Once 
the  state's  largest  employer,  UTC  pro- 
vided more  than  51,000  jobs  in  1990. 
Today,  jobs  have  fallen  to  fewer  than 
32,000— a  38%  drop. 

The  victims  are  eveiywhere.  Un- 
employed factoiy  workers  at  Pratt  & 
Whitney  jet  engines.  Engineers  who 
took  early  retu'ement  at  Sikorsky 
Aircraft  helicopters.  Middle  manag- 
ers laid  off  from  Hamilton  Standard, 
which  makes  environmental  controls 
and  propellei's. 

EMPTY  STORES.  Then  there  are  peo- 
ple like  Frank  Porto.  Porto  owns  the 
Aircraft  Package  Store  in  North 
Haven,  directly  across  the  street 
from  a  Pratt  factoiy.  On  a  recent 
Friday  afternoon,  the  liquor  store 
was  empty.  "It  used  to  be  really  bus- 
tling at  this  hour,"  says  Porto. 

All  along  Washington  Avenue,  the 
main  drag  of  North  Haven,  the  stoiy 
is  the  same:  abandoned  stor-eft'onts, 
"for  lease"  signs.  And  it  isn't  just 
UTC  that  has  wielded  the  knife. 
Throughout  the  state,  one  company 
after  another  has  pared  its  payi'oll — 
Xerox,  U.  S.  Surgical,  Electric  Boat, 
Aetna,  Travelers,  and  others. 

In  part,  Connecticut  shows  how  the 
promise  of  globahzation — that  new 
mai'kets  overseas  would  ultimately 
boost  the  U.  S.  economy — is  an  empty 
one  for  some.  "While  you  can  make  a 
strong  case  that  we  are  net  benefici- 
aries as  a  country  from  free  trade, 
oftentimes  the  gainers  and  losers  ai-e 
different  people,"  says  Shawmut  Bank 
economist  Nicholas  Pema. 


LOCAL  ANGER 

Unionists 
demonstrate 
outside  UTC 
headquarters 
in  Hartford 


Altogether, 
Connecticut  has 
lost  about  200,001 
jobs  since  the 
peak  of  employ- 
ment in  earlv 
1989.  While  soma, 
industries,  espe-  \ 
c'ally  phairnaceu 
tical  research, 
have  been  adding 
jobs,  the  only  sia 
nificant  new  1 
source  of  employ 
ment  has  been 
the  Native  Amer 
can-owned  Fox- 
woods  casino  corr 
plex  in  Ledyard, 
Conn.  But  salarie 
average  about  ha 
the  $13  to  $15  an 
hour  earned  in  d( 
fense  factories. 
BOASTING.  Those  who  sui'vive  at  UTi 
are  undei-  increasing  pressure  to  im- 
prove productivity.  "One  of  the 
things  we  old-time  macliinists  won- 
der about  is  that  the  people  ranning 
the  company  now  are  the  bean-coun 
ters,"  says  James  Flanagan,  presi- 
dent of  Flanagan  Bi-others,  a  sheet- 
metal  shop  that  supplies  Pratt. 
Indeed,  the  whole  relationship  be- 
tween UTC  and  the  community  of 
workers,  suppliers,  and  politicians 
seems  under  siege.  A  1994  survey  o: 
employee  moi'ale  at  Pratt  found  that 
while  78%  of  those  surveyed  had 
pride  in  their  work,  fewer  than  half 
said  they  felt  strong  loyalty  to  the 
company.  "We  tore  up  the  social  con 
tract  here,"  acknowledges  Pratt 
President  Karl  J.  Krapek. 

What's  more,  unionists  see  United 
Technologies  boasting  to  Wall  Street 
that  its  eaiTiings  have  improved — ^yet 
continuing  to  shift  work  to  lower-cost 
locales.  "Right  now,  the  only  reason 
they  are  having  mor-e  layoffs  is  for  th 
gi'eed,"  says  Andrew  Romegialli,  labo 
representative  at  District  91  of  the 
International  Association  of  Machin- 
ists. Greed  or  survival:  It's  a  matter  ( 
pei"spective.  But  as  U.  S.  companies 
move  abroad,  the  shouting  over  lost 
jobs  and  wages  will  only  grow  louder, 
By  Tim  Smart  in  North  Have 
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Best  Western  isn't  just 
lome  away  from  home. 
3  a  home  office.  Because 
Dst  of  our  hotels  offer  the 
rvices  and  amenities 
siness  people  require,  like 
•room  workspace,  restau- 
nts,  and  meeting  facilities, 
id  with  3,400  hotels  in  63 
untries,  many  near  air- 
irts  and  downtown  busi- 
ss  centers,  it's  a  short 
ip  to  a  Best  Western  no 
'itter  where  you  go. 

And  if  you  travel  often, 
^n  our  frequent  guest 


program.  Gold  Crown  Club 
International.  You'll  accrue 
points  toward  free  tickets 
on  American  Airlines,  golf 
and  ski  awards,  free  stays 
at  Best  Western,  and  valuable 
merchandise  with  each  stay. 
If  you're  not  already  a 
member,  please  call  1-800- 
USE-GOLD  to  join.  Or  simply 
enroll  the  next  time  you 
check  in. 

And,  for  a  limited  time, 
we'll  double  the  points  that 
you  earn  on  the  first  night 
of  each  stay.  All  you  need 


to  do  is  charge  your  room 
with  your  'Visa*'  card.  Just 
call  1-800-528-1234  to  make 
reservations  and  ask  for 
the  "Best  Guest"  Double 
Points  Offer  with  'Visa. 

With  all  that  going  for 
us.  Best  Western  and  'Visa 
are  far  and  away  the  best 
choices  for  business. 
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Best  Western 
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Mountain  View 

Best  Western  Inn 
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San  Diego 

Best  Western 
Hanalei  Hotel 
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San  Francisco 
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Best  Western 

El  Rancho  inn 

San  Francisco 
Airport  Area  (San  Mateo) 
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San  Jose 
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MICHIGAN 
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Las  Vegas 
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NEW  YORK 
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Best  Western 
President  Hotel 
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Bismarck 

Best  Western 
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Best  Western  Fleck  House 
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OREGON 
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TEXAS 
El  Paso 

Best  Western  Airport  Inn 
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WASHINGTON 
Bellevue 

BesI  Western  Bellevue  Inn 
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Mount  Vernon 

Best  Weslern  Coltontree  Inn 
a  L.^*«tS 
Seattle  Area 
(Federal  Way) 

Best  Western 
Federal  Way  Execulel 
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Tacoma 

Best  Western  Executive  Inn 
^  Jj^  9  ljt| 
Tacoma  Area 
(Puyallup) 
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Vancouver  Airport 
Area  (Richmond) 

Best  Western  Abeicorn  Inn 
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Economics 


COMMENTARY 


By  Paul  Magnusson 


SOCIAL  SECURITY:  APOCALYPSE  SOON-OR  SOONER 


Economists  generally  shy  away 
from  predicting  growth  or  inter- 
est rates  beyond  the  next  four 
quarters.  Longer  horizons  are  consid- 
ered too  hazy  for  accuracy.  But  when 
it  comes  to  the  debate  over  the  fi- 
nancial solvency  of  Social  Secuiity 
and  Medicare,  10  years  is  considered 
the  near  teiTn,  and  75-year  forecasts 
are  just  part  of  the  job. 

Yet  Social  Security  is  so  large  a 
program  that  being  off  by  a  fraction 
can  lead  to  errors  with  huge  fiscal 
consequences.  With  43  million  elderly 
people  receiving  $428  billion  each 
year — a  quarter  of  all  government 
spending — small  mistakes  can  force 
big  benefit  cuts  or  payroll-tax  hikes 
to  make  up  the  shortfall. 

Right  now,  the  great  danger  is 
that  even  the  government's  worst- 
case  scenai'io  may  be  too  upbeat.  The 
pace  of  real  wage  gains  is  the  main 
determinant  of  how  fast  Social  Se- 
curity revenues  grow.  The  most  pes- 
simistic official  projection  calls  for 
wages  to  rise  by  an  average  of  0.4% 
annually  over  the  next  35  yeai's.  But 
the  economy  has  eked  out  only  a 
0.1%  rate  of  real  wage  gi-owth  over 
the  past  five  years.  If  earnings  stay 
depressed.  Social  Security  cash  flow 
could  go  negative  much  sooner  than 
anyone  has  been  willing  to  admit: 
1997. 

ROSY  AND  ROSIER.  Unfortunately, 
the  Clinton  Administration  is  still 
singing  Happy  Days  Are  Here 
Again,  despite  mounting  evidence  to 
the  contrary  Tnae,  economic  assump- 
tions were  toned  down  after  the  dis- 
appointing experience  of  the  1970s 


and  80s.  But  when  it  comes  to  eco- 
nomic prognostication,  things  have  a 
way  of  going  wi-ong  more  often  than 
right.  "Even  the  most  pessimistic  as- 
sumptions don't  give  you  any  idea  of 
what  would  happen  if  the  next  25 
years  matched  the  last  25,"  says  Ro- 
land E.  King,  chief  actuaiy  of  the 
Medicare  system  until  1994. 

Indeed,  the  numbers  have  been 
breaking  badly  for  the  govern- 
ment's forecasters.  The  most 
widely  accepted  "intermediate" 
economic  projections  still  proved 
too  optimistic  in  eight  of  the 
past  10  years.  And  the  last 
two  major  attempts  to  fix  the 
Social  Secmnty  sys- 
tem— the  latest  led  by 
Alan  Greenspan  in 
1983— fell  short  be- 
cause they  were  based 
on  overly  rosy  assump- 
tions. To  close  the  long-temi 
gap  expected  in  just  the  retii'ement 
and  disability  portion  would  require 
a  payroll-tax  increase  of  2.17  per- 
centage points — a  huge  jump. 

Actuaries  have  had  their  biggest 
problems  predicting  real  wage 
gi'owth,  which  they  have  consistently 
overestimated  over  the  past  20 
years.  The  reasons?  The  slowdown  in 
productivity  gi'owth  and  the  surge  in 
the  proportion  of  compensation  going 
for  health-care  benefits,  which  are 
not  subject  to  the  payroll  tax.  The 
latest  projections  bank  on  a  rebound 
in  wage  gr-owth,  as  health-care  costs 
moderate  and  as  productivity  grows 
again.  But  there's  still  no  proof  that 
real  wages  are  rising  (chart). 


When  Will  the  Social  Security  Money  Run  Out? 


PROJECTIONS  1995-2030 

REALVIttGES 

UNEMPLOYMENT  RATE 

UBOR-FORCE  GROWTH  ^ 

SCENARIOS"*^ 

ANNUAL  GROWTH  RATE 
'  '     w  1  7. 

PERCENTAGE 

3  1  1 

ANNUAL  RATE 
L6i  1 

Social  Security  spending  expect- 
ed to  exceed  income  in  2020 


INTERMEDIATE 


Social  Security  spending  expect- 
ed to  exceed  income  in  2000 


PESSIMISTIC 


Social  Security  spending  expect- 
ed to  exceed  income  in  1997 


  1989-94  RATE  ■-  


Changes  in  life  expectancy  could 
also  throw  all  the  calculations  out  of 
whack.  Today's  65-year-old  man  can 
expect  to  live  a  further  15.3  years, 
an  improvement  of  nearly  two  years 
since  1975.  But  the  latest  Social  Se- 
curity report,  released  on  Apr.  3,  as- 
sumes that  life  expectancy  will  grow 
at  half  that  rate — less  than  an  extra 
year  in  all.  None  of  the  projections 
takes  into  account  "what  couL 
happen  if  there  is  a  radical 
breakthrough  in  science — if 
cancer  or  heart  disease  were 
ciared,  for  example,"  says  econ- 
omist John  Goodman,  presi- 
dent  of  the  National  Center 
for  Policy  Analysis. 

Another  hit  to  the 
system  could  occur  if 
people  start  Uving 
longer  once  they  get 
sick.  So  far,  aids  hasn't 
had  much  negative  effect 
on  Social  Secui-ity  payouts, 
since  Hiv-positive  people  tend  to 
work  and  pay  taxes  until  they  be- 
come ill.  They  then  die  fau-ly  quickly. 
But  if  a  more  potent  drug  were  de- 
veloped to  prolong  life  expectancy, 
"it  could  add  a  tremendously  high 
cost  to  the  system,"  admits  Robert 
Myers,  former  chief  Social  Security 
actuary  and  deputy  commissioner  in 
1981  and  1982.  In  fact,  disability  pay- 
ments in  general  are  climbing  far 
faster  than  expected,  perhaps  be- 
cause examiners  are  getting  more 
sympathetic.  The  disabihty  fund  ran 
out  of  money  in  1992  and  1993,  and 
taxes  from  the  retirement  program 
had  to  be  diverted  to  bail  it  out. 

Politicians  have  long 
counted  on  the  multi- 
billion-dollar  sui-piuses 
from  Social  Security  to 
help  hold  down  the 
budget  deficit  for  the 
rest  of  this  decade. 
But  if  cmrent  trends 
continue,  the  entire 
system  may  be  run- 
ning a  deficit  of  its 
own — and  sooner  than 
anyone  expects. 


DATA  SOCIAL  SECURITY  ADMINISTRATION 


Magnusson  covets  eco- 
nomic a7id  social  trendi 
frmn  Washington 


BUSINESS  WEEK  IS  MORE  PLUGGED  IN  THAN  EVER 


Steve  gillmor,  technology  columnist 


"BusinessWeek  Online  is  nothing  less  than  the  most  advanced 
use  of  interactive  technology  on  the  three  major  services." 


jeff  yablon,  computer  press  association 


'Congratulations  on  what  is  without  any  doubt  whatsoever  the 
inest  venture  of  its  kind  yet  unveiled... Finally,  someone  has 
[otten  it  right." 


mguffy@aol.com 


"As  a  grizzled  online  veteran  of  eleven  years,  I  must  say  your  new 
online  edition  on  America  Online  knocked  me  off  my  chair.  Wow!" 


jyeeflyer@aol.com 


"Love  the  online  search  capabilities  on  America  Online.  It*s  GREAT!!!" 


bobsdiner@aol.com 


"Although  I  arn  ttot  a  subscriber  to  your  magazine,  I  am,  as  of  now, 
a  faithful  reader  ^  your  online  service.  Fantastic!" 


MAESON@aol.com 


"Congratulations  on  a  masterful  adaptation  of  your  magazine  to 
America  Online.  Clearly  the  best  interactive  segment  online." 

To  plug  into  Business  Week  Online,  call  I  -800-64 1  -4848  for  a  trial  diskette, 
including  10  free  hours  on  AOL.  For  more  information  or  for  advertising  opportunities, 
contact  Cara  Erickson.Vice  President,  at  212-51 2-4 1 23  or  at  CaraEBW@aol.com. 
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They're  launching  lush  new  ships-and  small  lines  may  sink 


w 


[hen  Joyce  Landry  began  her 
cniise-booking  business  in  1982,  a 
1,200-passenger  liner  was  consid- 
ered enoiTOOus,  seagoing  spas  were  un- 
heard of,  and  guests  had  just  one  place 
to  dine:  the  main  restaurant.  Today's 
2,600-passenger  vessels  boast  dining 
choices  ranging  from  pizzerias  to  sushi 
bars,  ballroom-size  spas,  and  seven-deck- 
high  atriums  glowing  with  neon.  "In  the 
late  1980s,  cinise  ships  started  mirroiing 
resorts,"  says  Lanchy,  executive  director 
of  Landry  &  Kiing  Corporate  Cruise 
Specialists  in  Coral  Gables,  Fla.  "We've 
come  a  long  way  from  the  days  of  nar- 
row corridors  and  low  ceilings  to  j^ala- 
tial,  high  spaces  with  lots  of  glass  and 
waterfalls.  It's  a  whole  new  feel." 

For  cniise-ship  operators,  it's  a  veiy 
expensive  feel.  The  colossal  new  liners, 
at  .$400  million  or  so  apiece,  are  changing 
passengers'  expectations  about  what  a 
cniise  should  be.  At  the  same  time,  they 
are  dramatically  adding  to  indus- 
ti-y  capacity  when  the  outlook  for 
market  gTowlh  is  uncertain. 
"BIG  MACHINES."  The  result:  The 
big,  well-capitalized  cinise  lines 
that  can  afford  to  build  mega- 
hners  are  likely  to  elbow  aside — 
or  acquire — their  pooi'er  cousins. 
"Carnival,  Royal  Caribbean,  and 
P&O  [London-based  Peninsular  & 
Oriental  Steam  Navigation  Co., 
parent  of  Princess  CiTiises]  won't 
lose  money.  They're  like  big  ma- 
chines," says  financial  consultant 
Kenneth  Ti'ippe,  president  of 
Cruise  Brokers  Inc.  in  Coral 
Gables.  "It's  the  smaller  ones,  the 
lines  with  the  weakest  finances. 


that  feel  the  squeeze."  Indeed,  Carnival 
Corp.,  the  biggest  operator,  has  been 
able  to  acquire  the  smaller  Holland 
America  Line  and  Windstar  Craises,  as 
well  as  pieces  of  Epirotiki  Cruise  Line 
and  Seabourn  Cruise  Line. 

CiTiise  amiadas  are  in  a  kind  of  airns 
race.  Each  new  ship  tries  to  outdo  the 
others  with  attention-getting  features, 
such  as  the  18-hole  miniatm-e  golf  coiirse 
on  Royal  Caribbean  Cniises  Ltd.'s  Leg- 
end of  the  Seas,  coming  in  May.  In  1996, 
CaiTiival  Cmse  Lines'  Carnival  Destiny 
will  be  the  biggest  cinise  ship  ever  built 
at  100,000  gi"oss  registered  tons,  a  dozen 
decks,  and  a  capacity  of  3,350  passen- 
gers. A  year  later.  Princess  Cruises  will 
surpass  it  with  the  104,000-ton  Grand 
Princess,  offering  three  show  lounges,  a 
wedding  chapel,  a  virtual-reality  theater, 
and  a  wine-and-caviar  bar. 

Such  glorious  excess  alarms  execu- 
tives such  as  John  Olsen,  chairman  of 

A  GROWING  ARMADA 

77?^  number-  ofberihs  on,  North  American 
cruise  lines  is  exj)ected  to  boom 


"A  WHOLE  NEW  FEEL":  Cruisel 

ships  in  tlie  port  of  Miam  i 

midsize  Cunard  Line  Ltd.,  wh] 
ships  include  the  Queen  Elizatj 
II.  "For  the  first  time  in  a  deca 
supply  and  demand  are  tilting  1 
of  balance  and  not  in  our  favj 
Olsen  warned  colleagues  at  a  I 
cent  Miami  conference.  From  ij 
through  1998,  an  additional  48 J 
berths  will  pour  into  the  cunj 
floating  inventory  of  105,00(J 
North  America.  While  an 
known  number  of  smaller,  oil 
ships  will  be  forced  out  of  b| 
ness  in  1997  by  new  intematiq 
safety  regulations  on  matters 
as  sprinklers  and  lighting,  Cnl 
Lines  International  Assn.  el 
mates  the  annual  net  increasj 
berths  at  a  hefty  7.5%. 

The  gi-eat  unknown  is  passerJ 
gi'owth.  After  averaging  9%  a  jl 
since  1980,  it  slowed  to  2.2^J 
1994.  Cruise  Lines  International  Chf 
man  Albert  C.  WoUock  blames  bad  pm 
from  a  series  of  mishaps,  including  i 
outbreak  of  Legionnaire's  disease  abc  ■ 
a  sliip  in  his  Celebrity  Cruises  fleet.  I 
CASH  COWS.  Last  year's  downt 
doesn't  faze  market  leader  Carni 
Robert  H.  Dickinson,  pr^esident  of 
Carnival  Cruise  Lines  unit,  jets  aro 
the  country  preaching  market  exp 
sion  to  tr-avel  agents.  One  of  his  n 
tr-as:  "Only  7%  of  the  Amer-ican  pu 
has  cruised  before.  Another  100  mil 
to  150  million  have  the  tim.e  and 
money  to  take  a  cr-uise.  This  is  an  ei| 
mous  untapped  market."  He  adds: 
is  not  a  time  for  our-  industry  to  pan 
Seventy  percent  of  the  new  tonni 
in  the  next  fom-  year's  is  going  to  ma 
try  leaders  Carnival,  Royal  Car'ibb( 
and  Princess.  As  they  expand,  the  oofd^ 
guys  can  more  easily  deft"ay  the  cos  i^^^ 
national  ads,  r-eservations,  legal  affa^  .  ' 
and  administr-ation.  High-voli 
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PROJECTED 
FOR  1998* 


CARNIVAL 

23,995 

40,041 

ROYAL  CARIBBEAN  CRUISES 

13,216 

24,724 

PRINCESS  CRUISES 

10,070 

16,570 

KLOSTER  CRUISE 

9,539 

9,735 

CUNARD  LINE 

6,896 

5,319 

CELEBRITY  CRUISES 

4,760 

10,150 

'Includes  known  launches  minus  expected  retirements  of  ships 

lines  can  negotiate  better  pr 
for  everything  fr-om  beef  to 
to  bananas.  And  big  ships  o: 
more  cash-gener-ating  bars,  \^ 
tiques,  and  casinos. 

While  Car-nival  and  Royal  C  ^ 
ibbean  have  seen  their  mar| 
slowly  shrink,  the  real  squeez 
on  the  smaller  lines.  Ship  bro 
Trippe  says  at  least  four  Nc 
American  lines,  consisting  c 
dozen  ships,  are  seeking  buj 
or  actively  seeking  outside  eqi|j. 
This  is  one  rising  tide  that  wi 
lift  all  boats. 

By  Anne  Kal 
in  Coral  Gables,  1 
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Our  plain  paper  tax  machine 
options  aren't  optional. 


FREE 

Memory  upgrade  kit  for  improved  operation. 

FREE  , 
FREE 

FREE 


J, 


jii've  been  waiting  for  the  right  moment 
buy  a  plain  paper  fax,  this  is  it.  Now,  for 
ited  time,~'  the  fax  options  you  want 
are  free. 

What's  more.  Canon  LASER  CLASS® 
lachines  continue  to  save  you 
;y.  That's  because 
lajor  cost  of 
ng  a  fax 
line  isn't  buying 
;  using  it.  And  Canon 
IK  CLASS  fax  machines 

features  that  reduce  labor   

ine-time  costs  so  much  they 
le  least  expensive  plain 


paper  fax  machines  you  can  own.  No  wonder 
Canon  received  an  Editor's  Choice  award  from 
^   What  to  Buy 
/  for  Btisiiiess. 
And  there's 
one  more 
money-saving 
offer.  It's  the 
free  Fax 
Decision 
Maker's  Kit  to 
help  you  decide 
which  fax 
machine  will 


,  I^DITOK'S 

ciioici; 


save  you  the  most  money. 


CLASS  IS  a  registered  trademark  of  Canon  Inc.  'This  offer,  which  runs  tnmi  1  chruan'  I  lo  May  1 1,  \      applies  to  the  I ASHR  CLASS  5000, 5500, 7000  and 
i  to  the  FAX-L777  and  FAX-L790.  Offet  varies  based  on  model  purchased.  Awiilalile  onlv  in  [he  U.S.  1  ocal  dealer  prices  may  vary. 
I.S.A.  does  not  warrant  or  endorse  thu'd-party  software.  ©1 995  Canon  U.S.A.,  Inc. 


\SER  CLASS. 

P4      R  A  f  £  n  FACSIMILE 


For  \  (>ur  top)  and  more  information, 
call  1-800-OK- CANON.  At  Canon, 
saving  money  isn't  optional.  It's  built  in. 


Canon 


The  difference  between 
running  a  net  work  and  having 
a  network  run  you. 


k  people  who  manage  networks  what  they  want  in  a  PC  server 
everybody  says  the  same  thing:  "Something  to  make  hfe  easier." 
lere  they  are  — the  new  Hne  of  IBM  PC  Servers. 
)ng  with  the  IBM  PC  Server  300  lor  small  LANs  and  the  500 
enterprise  networks,  we  introduce  the  IBM  PC  Server  320  with 
jased  flexibility  for  expanding  networks,  and  the  720,  a  superserver 

highly  advanced  and  easy-to-upgrade  1-  to  6-way  SMP. 

how  do  they  make  managing  youi'  network  more  manageable? 
t,  with  our  new  PC  Server  Start-Up  support'  — a  part  of 
)Ware'*—  you  can  call  us  for  free  lor  the  first  90  days  and  we'll 
ile  any  IBM  and  non-IBM  installation  or  configuration  problems, 
re's  Server  Guide,  our  CD-ROM  software  that  streamlines  setup 
automatically  fine-tunes  for  optimum  performance.  And  finally, 
[-compliant  NetFinity,™  our  industry-leading  software  that  manages 
1  your  PC  server  and  PCs.^ 

at's  making  life  easier.  For  complete  details,  call  1  800  IBM-4FAX 
ir  #3535).  Or  visit  your  IBM  Authorized  Business  Partner. 


IBM  PC  Server  300: 

Intel    nU)l)\2/()(>MH:  piocnsor  or  MMH: 
Pentium'  processor,  ElSA/f'Cl,  HMB  parity 
memory  expandable  to  128MH.  T2HMB  hard 
drive.  8  open  slots.  9  bays. 

IBM  PC  Server  320: 

Intel  ')l)Mllz  I'entium  processor,  multiprocessor 
enabled.  EISA/PCI,  16MB  parity  memory 
expandable  to  256MB.  ECC  on  SIMM  optional. 
256KB  ofL2  cache,  SCSI-2  fast  and  wide, 
6  open  slots.  0  bays,  standard  CD-ROM. 

IBM  PC  Server  500: 

Intel  90MHz  Pentium  processor,  MCA,  32MB 
ECC  memory  expandable  to  256MB,  2.56KB  of 
1.2  cache,  SCSI-2  fast  and  wide,  6  open  slots. 
In  bays  for  hot-sn  appable  drii  es,  RAlI)-0,  I,  5 
enabled,  standard  CD-ROM. 

IBM  PC  Server  720: 

Intel  lOOMIIz  Pentium  processor.  I-  to  6-icay 
SMP  MCA/PCI.  6mB  ECC  memory  expandable 
to  IGB,  512KB  of  12  cache  and  224B  of  U 
cache,  SCSI-2  fast  and  ivide.  7  MCA/ PCI 
combination  slots,  18  bays  for  hot-sxcappable 
drires.  R  IID-O.  1.  5  enabled,  staiulard  CD-ROM. 

All  Models: 

30-day  miiney-bacli  guarantee,  3-Year 
on-site  ivarrcmty'  (same-day  sen^ice  on  5(H) 
and  720.  next-day  on  300  and  320). 


There  is  a  difference™ 


of  IBM'S  Statement  of  Limited  Warranty,  PC  Server  Start-tJp  support  and  30-day  money-bacl<  guarantee  are  available  by  calling  1  800  772-2227  'NetFinity  is  a  member  of  the  SyslemVievC"'  family  Server  Guide  and 
I  available  as  options  on  PC  Server  300,  standard  on  all  others.  IVIB=  million  bytes  IBIVI,  HelpWare  and  SystemViev*  are  registered  trademarks  and  NetFinity  and  There  is  a  difference  are  trademarks  of  International 
)  IVIachines  Corporation,  Intel  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corp.  ©  1995  IBIVI  Corporation 
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TURMOIL 
AT  SALOMON 

Huge  losses  and  a  talent  drain  have  it  reeling 


It  was  another  day  in  the  remarkable  decline  of  Wall 
Street's  premier  trading  house.  At  a  grim  managing 
directors'  meeting  on  the  moniing  of  Apr.  LS,  Salomon 
Brothers  Inc.  reshuffled  its  top  management  and  creat- 
ed a  new  opei'ating  committee  and  management  board. 
The  fliTn  was  also  foi'ced  to  amend  a  controversial  com- 
pensation system  that  had  led  to  the  departure  of  some  of  its 
most  talented  tradere  and  investment  bankei's.  That  same  day, 
some  six  managing  directors  left  the  fu'm,  bringing  the  total 
since  December  to  15,  including  three  members  of  Salomon's 
executive  committee,  Richard  J.  Barrett,  Martin  L.  Lei- 
bowitz,  and  Shigeru  Myiijin.  These  developments  followed 
reports  of  hotTendous  trading  losses,  multimillion-dollar  ac- 
counting snafus,  and  a  potential  credit-rating  downgrade. 
The  fimn  conceded  that  its  1994  results  were  "awful." 

Sure,  other  Wall  Street  firms  have  done  poorly  lately, 
thanks  to  weak  markets  and  shai'ply  lower  trading  and  un- 
deiwiting  activity.  These  conditions  followed  three  fat  years, 
when  unusually  lush  profits  papered  over  deeper  problems. 
Now,  the  entire  secuiities  industiy  is  giipped  by  a  severe 
shakeout  because  of  overcai)acity. 

Yet  nowhere  is  the  tunnoil  worse  than  at  Solly.  Former 
employees,  current  employees,  and  Salomon  watchers  say 
the  firm  is  going  through  a  crisis  as  serious  as  the  one  that 
followed  the  government  bond  scandal  in  August,  1991 — 
bleak  days  when  Salomon  admitted  submitting  false  bids  in 
U.  S.  Ti"easuiT  securities  auctions.  The  latest  upheaval  isn't 


life-threatening.  But  one  recent 
defector  says:  "This  is  the  sec- 
ond time  in  this  decade  we  had  to 
exiierience  this  WTenching  change. 
People  have  that  same  sick  feel- 
ing eveiy  day"  reading  about  the 
problems  in  the  papers.  Salomon 
denies  there's  a  crisis  but  says 
the  company  is  undergoing  a  dif- 
ficult and  stressful  transition. 

Just  what  is  ailing  Salomon? 
The  most  visible  symptom  is  the 
firm's  huge  losses.  Even  during 

the  Ti'easury  bond  scandal  and  the  two  years  that  follow 
Salomon  remained  quite  profitable,  earning  $550  million 
1992  and  $827  million  in  1993.  But  its  return  on  equity  lagj  tinvo 

stii 
tasl 


beliind  the  rest  of  the  Street,  and  in  1994,  it  lost  $399  milli 
mostly  from  trading  (chart,  page  147).  Fii'st-quarter  resi 
will  be  out  on  Apr.  25,  and  analysts  are  bearish.  Judging 
its  underwriting  rankings  in  the  first  (juarter  of  19 
Salomon's  investment-banking  status  is  slipping.  In  debt 
equity  unden\iitings,  it  fell  fi-om  fifth  place  to  seventh,  cclifes] 
pared  with  the  same  period  last  year. 

By  inany  accounts,  though,  the  underlying  problem  is  m 
agement.  Salomon's  point  man  is  Chief  Executive  Deryck 
Maughan,  47,  who  mns  Salomon  Brothers,  the  big  brok 
dealer  arm  of  Salomon  Inc.  The  other  chief  player  is  Wan  ho 


•  Weak  leadership  by  •Controversial  pay  plan 
CEO  Deryck  Maughan  that  benefits  shareholders 

•  Below-pa7 f i na'nc iai  t)ut  is  causi ng  conti n u i ng 
results,  including  $399  exodus  of  best  employees 
million  deficit  in  1994  ,  $15  b,||jon  of  Salomon 

_^';°!^_i^^_^J.'^A!°_^_^^^^^   debt  under  review  by 

•  Lack  of  a  clear  vision  for  Moody's  for  possible 
Salomon's  future  ratings  dow/ngrade 


•  Uncertainty  over 
Buffett's  stake — if 
Salomon  stock  doesn't 
rebound  by  October,  he 
might  start  cashing  in 
preferred  shares 

•  Market-share  decline  in 
underwriting  rankings 
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Ailing 

Salomon 

DATA>  BUSINESS  WEEK 


iuffett,  the  legendaiy  investor  and  Salomon  director  who 
s  over  20%  of  the  firm's  voting  rights  and  has  been 
i!y  involved  in  many  of  its  major  decisions,  including  the 
[jensation  plan. 

\,vas  Buffett  who  chose  Maughan  to  replace  longtime 
m(jn  boss  John  H.  Gutfreund,  who  resigiied  in  the  wake 
he  Ti-easury  bond  affair  in  1991.  That  was  a  curious 
ce.  Although  Salomon  is  a  trading  fii-m,  Maughan  has  no 
i»;,U'  experience.  And  Buffett  selected  Robert  E.  Den- 
,  49,  Buffett 's  attorney  for  17  years  and  a  man  with  no 

Street  e.\perience  at  all,  to  be  Maughan's  nominal  boss  as 
i  of  parent  Salomon  Inc.  Denham  has  only  a  minor  role  in 
to-day  decision-making  at  Salomon  Brothers.  Buffett  de- 
id  to  comment  for  this  stoiy. 

iGlNG  TONGUES.  Within  Salomon,  there  is  a  widespread 
ng  that  Maughan  isn't  up  to  the  task  of  nmning  the  ftnn, 
rding  to  many  inter-views  by  business  week.  "Deiyck  has 
n  a  phenomenally  successful  francliise  and  turned  it  into  a 
iocrity  in  a  remarkably  short  time,"  says  one  ex-Salomon 
ran.  Like  most  of  the  former  employees  interviewed  by 
NESS  WEEK,  this  individual  left  of  Ms  own  volition,  retains 
ng,  positive  feelings  toward  the  firm,  and  is  upset  about 
way  it's  being  run.  Many  current  Salomon  execs  ex- 
^sed  similar  feelings  dunng  interviews.  Nearly  all  of  the 
ole  who  talked  to  business  week  declined  to  be  quoted, 
fii-m  says  it  totally  supports  Maughan. 
ertainly,  Salomon  Brothers  still  has  superb  franchises. 


It  is  a  leading  buyer  and  seller  of  bonds  for  customers  and 
has  a  strong  Tokyo  operation.  Some  observers  think  Sal- 
omon will  regain  its  former  eminence.  "I  think  the  firm  is  go- 
ing to  whip  itself  into  shape,"  says  Michael  Flanagan,  an  an- 
alyst with  Lipper  Analytical  Securities  Corp.  and  a  lonely 
Salomon  bull.  "This  will  result  in  some  short-term  pain. 
Long-tenn,  I  see  tremendous  potential  and  earnings  power  in 
Salomon's  franchise  and  balance  sheet." 

But  the  prevailing  view  is  that  Solly  is  losing  its  edge  and 
that  Maughan  is  in  over  Ms  head,  partly  because  of  Ms  lack  of 
trading  and  risk-management  experience.  Maughan,  who 
spent  10  years  as  a  British  Ti-easury  bureaucrat  and  four 
years  at  Goldman,  Sachs  &  Co.  in  London,  rose  at  Solly  as  a 
sales  manager  and  an  administrator  From  1986  to  1991,  he 
ran  Salomon's  Tokyo  office.  Its  success  won  him  a  promotion 
to  co-head  of  investment  banking  in  1991. 

Yet  judging  from  the  1994  losses,  Maughan  has  proven  a 
poor  risk  manager,  which  involves  overseeing  a  $172  biUion 
balance  sheet  with  complicated  trading  positions.  In  August, 
1994,  Maughan  stepped  down  as  chainnan  of  the  risk-man- 
agement committee,  a  possible  sign  he  wasn't  doing  well. 

Maughan,  say  former-  Salomon  employees,  also  en-ed  when 
he  decided  not  to  rehire  John  W.  Meriwether-,  a  popular  and 
hugely  pr-ofitable  trader  and  r-isk  manager.  Mei'iwethei'  left 
Salomon  shortly  after  the  Tr-easur-y  bond  episode  but  in  1992 
sought  to  r-ejoin  Salomon.  But  Maughan  str-ongly  discour- 
aged Meriwether  from  retur-ning,  say  three  sour-ces  with 
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knowledge  of  the  situation,  because  Maughan  felt  threat- 
ened by  Meriwether's  power  at  the  fii'm. 

In  doing  so,  Maughan  ultimately  cost  Solly  about  a  dozen  of 
its  top  traders — colleagues  of  Meriwether's  who  left  to  join  his 

new  firm.  Indeed, 
some  believe  Sa- 
lomon's top  traders  in 
Japan  and  London — 
Shigei-u  Myojin  and  Stephen  J.  D.  Posford,  both  of  whom  are 
leaving — may  end  up  working  with  Meriwether,  a  close  friend 
of  both  men.  Meriwether  dechned  to  comment.  Solly  says 
Meriwether  couldn't  have  come  back  without  manning  the 
firm  and  that  it  has  no  regi'ets  about  his  departure. 

Another  sign  of  poor  management  has  been  Maughan's 
clumsy  handling  of  the  new  compensation  plan  introduced  last 
October.  Its  puipose  is  laudable:  to  ban  excessively  generous 
bonuses  and  link  compensation  directly  to  the  fiiTn's  perfor- 
mance— a  goal  dear  to  Buffett.  In  the  past,  Salomon  had 
been  guilty  of  overpaying  employees:  Its  return  on  equity  has 
lagged  (chart)  because  its  compensation  and  benefit  costs 
are  rising  faster  than  net  revenues,  says  analyst  Flanagan. 

But  the  plan's  implementation  has  been  poor.  Its  many 
inequities  and  inconsistencies  pit  employee  against  employee. 
And  in  1995,  it  may  leave  some  star  employees  making,  say, 
$400,000  when  they  could  make  perhaps  $2  million  at  anoth- 
er broker.  Ii'onically,  the  plan  could  end  up  hurting  share- 
holders. "Any  person  who  is  any  good  is  thinking  of  leaving," 
says  New  York  headhunter  Alan  Johnson.  "It's  a  disaster." 

Maughan  acknowledged  in  last  yeai-'s  annual  report  that  the 
pay  plan  would  cause  a  "radical  shift  in 
our  culture"  and  could  hurt  earnings  in 
the  short  iim  because  "we  shall  lose  a 
number  of  our  most  productive  pi'ofes- 
sionals."  Yet  he  said  he  believed  that, 
longer-teiTO,  it  would  create  a  finn  that 
is  built  around  shareholder  value. 

On  Apr.  17,  Maughan  had  to  back- 
pedal on  the  plan,  making  it  more  "flex- 
ible" so  that  it  could  reward  "outstand- 
ing individual  perfomiance."  This  was 
a  necessary  move  to  r'espond  to  wide- 
spr-ead  discontent.  But  it  may  be  too 
Uttle,  too  late. 

Maughan  also  presided  over  two  em- 
barrassing accounting  mistakes.  Last 
November,  Salomon  announced  it  had 
an  accounting  pi-oblem  with  "unrecon- 
ciled balances"  that  would  be  "insignifi- 
cant." Then,  in  ear'ly  Febr-uary,  Salomon 
announced  that  it  would  take  a  $140 
million  aftertax  charge  for  sloppy  book- 
keeping for  tr-ades  as  far  back  as  1988. 
Denham  said  the  firm's  bookkeeping 
problems  were  definitely  "r-esolved."  But 
on  Feb.  27,  Salomon  sheepishly  said  it 
would  have  to  take  an  additional  fourth- 
quarter  1994  aftertax  charge  of  $;i5  mil- 
hon  for  an  unreconciled  balance  ft'om  a 
1988  derivatives  trade.  Denham  said 
that  the  fir-m  has  implemented  better 
financial  and  contr-ol  procedur-es. 

Many  current  and  forrner  employees 
also  question  whether-  Maughan  has  the 
people  skills  to  manage  a  place  such  as 
Salomon.  To  many,  he  seems  better  suit- 
ed to  a  large  blue-chip  corporation,  with 
his  focus  on  process  and  organizatiori 
charts,  than  Wall  Street's  most  rough- 
ant! -tumble  trading  firrn,  wher-e  manag- 
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ing  talented  people  with  big  egos  and  difficult  personalif*''!'? 
comes  with  the  temtory. 

Many  Salomon  employees  portray  Maughan  as  a  man 
isolates  himself  in  his  office,  who  seldom  walks  around  t 
nerve  center — the  huge  equity-  and  debt-trading  floors- 
the  investment-banking  floor-s.  That  is  in  distinct  cont 
with  Gutfreund,  who  was  a  highly  visible  presence  in 
tr-ading  r-ooms  (page  152).  The  fir-m  takes  issue  with  this.  I 
sists  that  Mauglxan  walks  the  trading  floor-s  two  or  tlicj 
times  a  week  and  that  he  maintains  an  open-door  po 
But  the  pr-ess  of  clients,  r-egulator-s,  and  other  visitors,  as 
as  visits  to  foreign  branches,  prevents  him  fi'om  circulaf ly 
mor-e,  the  fir-m  says. 

"COMING  UNGLUED."  Finally,  despite  Salomon's  vulner-i 
strategic  position  in  the  global  investment-banking 
there  is  a  sense  among  many  insiders  that  Maughan  lacf?tfflj 
clear  vision  for  Salomon's  ftiture.  "The  things  of  the  ] 
are  coming  unglued.  There's  a  recognition  that  Salomon  ^ 
substantially  has  to  change,  yet  a  transition  to  what  is 
clear;"  says  one  recent  departee.  The  firar  says  its  vision  i 
be  a  first-class  global  investment  bank,  including  sales 
trading  for  clients,  combined  with  a  first-class  propriet 
trading  capability. 

In  essence,  Maughan  has  dismantled  the  old  ma 
Salomon  culture  without  yet  putting  anything  in  its  place, 
though  it  had  many  excesses,  the  old  culture  fostere  f 
sense  of  pr-ide  and  innovation,  of  being  part  of  the  best  t  i  frien 
ing  firTn  in  the  world.  Employees  are  not  leaving  just  bees  it-con 
of  the  pay  plan.  Many  don't  feel  they  are  part  of  a  firm  It  m 
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THE  SAGE  OF  OMAHA 
IS  LOOKING  A  LiniE  VULNERABLE 
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arren  E.  Buffett  seems  will- 
ing to  fess  up  to  his  errors. 
In  Berkshire  Hathaway 
Inc.'s  1994  annual  report,  he 
blames  sloppy  analysis,  hubris, 
and  the  lure  of  owning  a  senior  se- 
curity for  his  ill-starred  move  into 
usAir  Inc.  preferred  stock  six 
years  ago.  But  what  about  his 
stake  in  Salomon  Inc.? 

No  mea  culpa  has  been  issued 
yet,  despite  Salomon's  current  mis- 
fortunes. If  Salomon  bounces  back, 
Buffett's  $1  billion-plus  investment 
in  common  and  preferred  stock 
could  be  a  big  success.  If  Salomon's 
perfor-mance  remains  bleak,  howev- 
er, Buffett  could  be  mor-e  vulner- 
able to  serious  losses  than  many 
obser-vers  realize.  Neither  Buffett 
nor  a  Berkshire  spokesman  would 
comment. 

CONSOLATION  PRIZE.  At  the  mo- 
ment, Buffett's  stake  is  under-wa- 
ter.  Between  November,  1993,  and 
December,  1994,  Berkshire  Hathaway 
acquired  6.63  million  shares  of  Salomon 
common  stock  for  $324  million.  As  of 
Apr.  19,  the  position  was  worth  $227 
million,  a  paper  loss  of  $97  million. 
Berkshire's  700,000  preferred  shares, 


the 
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purchased  for  $700  million  in  11 
recently  lost  ground  as  well.  A 
end  1994,  the  company  valued 
shares  at  a  $35  million  profit,  d  i,^^^ 
from  a  $175  million  profit  cairii 
books  a  year  earlier.  The  aggr€  f(  ^ 
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;  ;riving  to  be  the  best,  knows  where  it 
oing,  or  appreciates  their  vai-ious  con- 

;  utions.  "You  have  traders  making 

a  of  millions  who  are  unhappy,  when 

I  he  old  days,  they  would  be  grateful 

'  an  opportunity  to  work  at  Salomon 
thers,"  says  another  defector.  Em- 
cees no  longer  feel  positive,  and 
en  you  lose  that,  you  are  managing 
cenaries,"  he  says, 
'he  weight  of  troubles  seems  to  be 
bly  weighing  Maughan  down.  He 
s  haggard  and  ovemhelmed,  accord- 
to  those  who  have  seen  him  recently. 
I  the  firm  seems  to  be  confirming 
ighan's  shortcomings.  It  is  searching 
a  chief  administrative  officer-  to  reduce  Maughan's  burden 
verseeing  the  financial,  operations,  technology,  and  regional 
linistrators.  Salomon  says  that  it  was  Maughan's  idea  to 
a  new  executive. 

he  role  of  Maughan's  boss  at  Salomon  Inc.,  Denham,  is  to 
I  make  strategic  as  well  as  compliance  decisions  but  to 
e  the  operating  decisions  to  Maughan.  Thus,  Denham 
Id  be  in  on  a  decision,  say,  to  exit  equity  trading  in  Eu- 
'.,  but  was  not  involved  in  Maughan's  recent  move  to  set  up 
iw  operating  committee.  A  mild-mannered  Califomian  and 
s  friend  of  Buffett's,  Denham  started  out  thinking  the 
!nt-company  CEO  job  could  be  part-time  but  quickly  real- 
it  was  a  full-time  assignment.  He  remains  an  enigma  to 
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A  PERCENT 

•FULLY  DILUTED,  INCLUDING  PREFERRED  STOCK  AND  OPTIONS 
•AVERAGE  INCLUDES  TOP  NINE  INSTITUTIONAL  INVESTMENT  BANKS 
DATA  LIPPER  ANALYTICAL  SECURITIES  CORP ,  SALOMON  BROTHERS  INC 


Salomon  employees  and  has  stayed  in  the 
background  except  for  restructuring 
Salomon's  Philbro  Energy  division. 

Exacerbating  Salomon's  identity  crisis 
is  the  compHcated  role  of  Buffett.  While 
Buffett  rescued  Salomon  dming  the  bond 
scandal  by  taking  over  as  ceo  for  nine 
months,  his  ongoing  role  as  a  still  pow- 
erful, behind-the-scenes  activist  share- 
holder gets  mixed  reviews.  Salomon 
shai"eholdei-s  ai'e  thi-iUed  that  he  has  such 
a  big  stake,  but  many  employees  wonder 
why  Buffett  chose  Maughan  and  still  sup- 
ports him. 

For  all  of  Maughan's  weaknesses, 
Buffett  is  expected  to  stand  by  him. 
The  Apr.  17  reorganization  is  viewed  internally  as  a  reaf- 
firmation of  Buffett's  and  Denham 's  support  of  Maughan. 
Buffett  is  known  to  be  extremely  loyal  and  has  too  much 
personally  invested  in  Maughan  and  Denham  to  withdraw 
his  backing.  "Warren  thinks  both  of  them  are  terrific,"  says 
Jack  Byrne,  chairman  of  Fund  American  Enterprises  in 
Norwich,  Vt. 

Yet  some  shareholders  worry  that  Buffett  might  scale 
back  his  stake  in  Salomon.  His  biggest  positive  influence  has 
been  to  bolster  Salomon's  ailing  stock.  The  shares,  which 
cmrently  trade  around  34,  fliited  with  highs  of  52  in  1994  and 
would  undoubtedly  be  much  lower  without  the  halo  effect  of 
Buffett's  ownership.  In  October,  though,  he  must  start  re- 


s  for  Berkshire's  investment 
jn:  $62  million. 

lire  retains  a  consolation  piize, 
ts  9%  dividend  on  the  pre- 
oduces  $63  million  annually. 

million  collected  through  1994 
to  a  I'easonably  competitive  re- 
.  it's  well  below  Buffett's  cus- 
tellar  results  from  such  com- 
ks  as  Coca-Cola,  Gillette,  and 
ir  Buffett,  perhaps  the  biggest 
lis  involvement  at  Salomon  so 

opportunity  cost— it  has  tied 
pital  and  time. 

m  will  face  a  moment  of  truth 
1,  when  140,000  of  Buffett's 
!  shares  must  be  converted 
;r  $140  million  in  cash  or  com- 
k  held  in  Salomon's  treasui-y  at 
ire.  The  rest  of  Berkshire's 
1  stake  is  due  to  be  converted 
mal  140,000-share  blocks  over 
four  years. 

"S  THUMB.  Buffett's  next  move 
a  significant  impact  on  Salo- 
3  going  to  be  like  the  Roman 
thumbs  up  or  thumbs  down," 
Bruce  Berkowitz,  a  portfolio 
at  Smith  Barney  Investment 
who  holds  stock  in  both  Salo- 
Berkshire.  If  Salomon  stock  is 
$38  or  more  at  the  end  of 
Buffett  will  almost  certainly 
bock.  That  would  be  very  bull- 
for  the  firm,  sending  the  mes- 
;  the  Omaha  investor  is  hang- 
sre.  And  that's  the  outcome 


that  some  Berkshire  holders  fully  an- 
ticipate, especially  those  who  are  con- 
vinced that  Salomon  stock  is  poised  for 
recovery:  "It's  a  wonderful  buy.  We're 
accumulating  it,"  says  Jack  Byrne, 
chairman  of  Fund  American  Enterpris- 
es Inc.  in  Norwich,  Vt.  Dwayne  0.  An- 
dreas, a  Salomon  director  and  a  close 
associate  of  Buffett's,  acquired  100,000 
shares  at  $33.68  in 
mid-March  foi'  a  bene- 
ficial trust. 

But  if  the  stock  lan- 
guishes in  the  mid-30s 
or  below,  especially  for 
several  years,  the  out- 
look for  Salomon 
might  be  ominous. 
Buffett  would  be  un- 
der pressure  to  con- 
vert the  preferred 
stock  to  cash.  That 
would  deplete  Sal- 
omon's capital,  further 
depress  Salomon's 

stock  (including  Buffett's  own  common 
holdings),  and  send  what  might  be 
seen  as  a  very  diffei'ent  message  about 
his  feelings  toward  Salomon.  Buffett's 
1994  annual  letter  to  shareholders  is 
silent  on  the  subject. 

Buffett,  though,  is  known  for  taking 
the  long  view.  He  has  held  on  to  his 
Salomon  stake  even  though  the  stock 
has  been  on  a  veritable  roller-coaster 
ride  for  the  past  decade.  Berkshire 
bought  its  preferred  stake  just  weeks 


MOMENT  OF  TRUTH 

The  big  question 
at  Salomon:  Will 
Buffett  convert 

his  preferred 
shares  into 
common  or  cash? 


before  the  1987  market  crash  halved 
the  investment-banking  company's  com- 
mon stock,  ft'om  roughly  $33  a  share  to 
less  than  $17.  By  1991,  Salomon  stock 
had  battled  its  way  back  to  the  mid-30s, 
but  then  news  of  the  company's  U.  S. 
Ti-easuiy  bid  violations  sent  shares 
plunging  again. 

After  that  nasty  surprise,  Buffett  be- 
came deeply  involved 
in  the  firm — so  deeply 
that  some  observers 
suggest  he  might  ac- 
cept Salomon  stock  in 
exchange  for  his  pre- 
ferred stock,  even  if  it 
is  selling  below  $38  a 
share  and  would  com- 
pound his  short-term 
paper  loss.  Buffett 
preaches  the  value  of 
hanging  on  to  subpar 
businesses  as  long  as 
they  generate  cash  and 
field  a  solid  manage- 
ment team.  Yet  Buffett  is  not  known 
for  giving  away  money,  and  he  must 
act  in  the  best  interest  of  Berkshire 
shareholders. 

Berkshire's  Salomon  investment 
looks  a  lot  bettei'  than  his  usAir  stake, 
which  the  company  wrote  down  to  250 
on  the  dollar  last  year.  But  there's  no 
question  that  Buffett's  Wall  Street  ad- 
venture has  fuither  sullied  the  Sage  of 
Omaha's  golden  touch. 

By  Greg  Bums  in  Chicago 


EAGLE  VISION  TSi.  it's  interesting  hov| 
Eagle  Vision  TSi  can  be  so  elegant  and  refine 
at  the  same  time  be  so  brutally  powerful.  Yol 
experience  this  paradox  firsthand  when  you  tal 
Eagle  Test  Drive.  Only  then  can  you  appreciat 
style,  technology,  and  performance  of  Vision  Ti  nanc 


jyiet. 


wert 


quiet,  spacious  cab-forward  interior,  available 
er-trimmed  seating,  and  available  120-watt 
ty  Spatial  Imaging  sound  system  give  no  hint  to 
ower  of  the  214  horsepower  24-valve  engine 
ig  under  the  hood.  Not  to  mention  an  optional 
rmance  suspension  that  would  make  any  sports 


car  envious.  For  added  safety,  there  are  even  dual 
air  bags+  and  four-wheel  anti-lock  disc  brakes. 

So  take  The  Eagle  Test  Drive.  Then  pick  up  your 
own  copy  of  an  Eagle  Vision  TSi. 

THE  EAGLE  TEST  DRIVE 
1-80Q-2-TEST-EAGLE 


'-TEST-EAGLE  (1-800-283-7832)  to  get  product  information,  literature,  retailer  location,  current  MSRP,  even  a  video  on  how  to  take  a  test  drive.  tAlways  wear  your  seat  belt. 
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deeming  a  $140  million  chunk  of  his  $700  million  in  prefen-ed 
shares  for  cash  or  stock.  If  the  stock  is  trading  for  less  than 
38,  he  would  have  an  incentive  to  take  cash.  That  would  de- 
press the  stock  further,  costing  Solly  a  nice  chunk  of  capital 

(page  146). 

Cuiiously,  Solly's  de- 
scending fortunes  and 
Buffett's  ascending  in- 
fluence both  stem  from  a  muggy  August  day  in  1991,  when  Sa- 
lomon's Ti-easuiy  bond  bid-rigging  scandal  broke.  Tarnished, 
Gutfreund  and  President  Thomas  W.  Strauss  resigned.  So 
did  Meriwether,  despite  Buffett's  support.  Meriwether  later 
was  suspended  from  the  secmities  industry  for  thi'ee  months 
because  of  his  role  in  the  Tr-easmy  bond  episode  and  fined 
$50,000. 

In  less  than  24  hours,  Buffett  drafted  Maughan  out  of  a 
group  of  Salomon  executives  to 
iim  Salomon  Brothers.  The  deci- 
sion was  'the  most  impoitant  hii'e 
of  my  life,"  Buffett  recently  told  a 
gi'oup  of  business  school  students. 
The  superinvestor  said  he  was 
looking  for  someone  with  the 
right  character  to  run  the  fiiTn: 
"Essentially,  I  was  veiy  lucky,  be- 
cause I  foimd  that  individual,  a 
fellow  named  Deiyck  Maughan." 
Buffett  installed  Denham  as  CEO 
of  Salomon  Inc.  to  oversee  Sa- 
lomon Brothers  and  Phibro. 

By  December,  1992,  Meri- 
wether was  ready  to  retuni  to 
the  fiiTO,  where  he  would  have 
rejoined  a  dozen  trader's  who  had 
remained  intensely  loyal  to  him. 
But  in  a  move  that  upset  Mer-i- 
wether''s  followers,  Maughan  of- 
fered him  a  job  that  would  have 
made  him  a  distant  No.  2,  with 
fewer-  r-esponsibUities  than  he  had 
when  he  left  after  the  scandal.  Meriwether  rejected  the  offer. 

What  followed  was  the  first  wave  of  a  dramatic  talent 
drain.  Furious  at  Maughan,  Eric  Rosenfeld,  Lawrence  Hih- 
brand.  Merlon  Scholes,  and  Richard  Leahy  in  1993  joined 
Meriwether  in  Gr-eenwich,  Conn.,  at  "Salomon  North,"  as  his 
firm,  Long-Ter'm  Capital  Management,  is  known.  Cumula- 
tively, the  forTner-  Salomon  employees  who  joined  Meriwether 
generated  the  bulk  of  Salomon's  pr-ofits.  By  1995,  even  more 
top  Salomon  trader-s  had  signed  on,  including  for-eign-ex- 
change  trader  Hans  Hufshmid. 

BIG  BONUSES.  Maughan's  other  big  mistake  has  been  to  make 
a  muddle  of  the  fir-m's  compensation  plan,  long  a  sour-ce  of 
strife.  The  problem:  how  to  fairiy  reward  pr'oprietary  tr-aders 
who  r-ack  up  huge  pr-ofits?  The  firm  not  only  had  generous  pay 
arrangements  with  the  pr-oprietary  traders  but  also  extended 
gener-ous  deals  to  many  of  Solly's  other  business  units. 

By  1994,  the  system  became  too  much 
for  shareholder's  to  bear-.  Despite  the  fact 
that  1994  was  Salomon's  wor-st  year  in  his- 
tory, it  paid  some  phenomenal  bonuses.  In- 
deed, Solly  paid  more  in  compensation  and 
benefits,  $1.5  billion,  than  the  $1.4  bilhon  it 
earned  in  net  revenues,  says  Lipper's  Flana- 
gan. The  crowning  blow  was  when  a  few 
traders  in  the  proprietary  bond-arbitrage 
gr-oup  got  pay  packages  worth  an  incr-edible 
$35  million  each,  even  though  the  pr-opri- 
etary-tr-ading  gr-oup  lost  $49  million  last  year'. 
Iri  1994,  Posford,  head  of  London  propri- 


"SALOMON  NORTH":  Top  traders  followed  Meriwether 


AFIXTHATISNT 

The  new  pay  plan 
pitting  worker 
against  worker, 
is  considered 
a  disaster 


etary  tr'ading,  made  about  $25  million,  even  though  Lon 
proprietary  trading  lost  $400  million.  Posford  and  the  firm 
clined  comment. 

In  response,  Salomon  announced  a  new  compensation 
tem  last  October  to  link  pay  dir'ectly  to  performance.  The 
sharply  segregates  the  fii'm  into  two  parts:  the  propriet 
tr'ading  business,  which  is  allocated  $2  billion  of  the  firm' 
billion  in  equity;  and  the  customer-driven  businesses,  w 
have  the  other  $2  billion  behind  them.  The  latter  is  a 
ner-ship  of  125  managing  directors,  including  investnr 
bankers,  r-esearch  analysts,  and  traders  who  execute  tn 
for  customers. 

TWO-TIER  SYSTEM.  One  problem  with  the  new  pay  pla 

that  it  tr'eats  the  6,800  employees  in  the  customer-dr 
businesses  shabbily  compared  with  the  100  propriel 
tr-aders.  First,  if  6,800  people  have  $2  billion  to  use,  they 

likely  make  far'  less  than  100 
pie  using  $2  billion.  Thus, 
managing  dir'ectors  in  the  p 
nership,  even  in  a  good  year, 
earn  a  only  small  fractioi 
what    Salomon's  propriei 
traders  can  earn.  Further,  n( 
lowance  is  made  for  the  fact 
there  is  far  less  risk  in  the 
tomer  businesses  than  in  pn 
etary  tr'ading. 

As  for  the  customer'-dri 
businesses,  employees  are 
based  on  the  total  results 
the  customer  businesses.  Tl 
employees  r-eceive  a  minir 
salary*  of  $400,000,  $600,000 
$800,000.  If  the  firm  ear-ns  a 
r'etur-n  in  1995  or  less,  they 
only  the  minimum.  Whatever 
fii'm  ear'ns  over  this  hur'dle, 
goes  to  employees  and  60% 
to  the  firm. 
The  trouble  is,  even  if  a  r 
aging  director  in,  say,  European  investment  banking  do 
terrific  job,  he  has  httle  chance  of  influencing  the  total, 
thus  his  own  pay.  Some  employees  fig-ure  their  efforts  w 
trickle  down  to  them. 

There  are  more  inconsistencies.  The  plan  even  viol 
Buffett's  own  philosophy,  as  ar'ticulated  in  his  Berks 
Hathaway  Inc.  annual  report.  In  a  section  on  compensa 
he  writes:  "In  setting  compensation,  we  like  to  hold  out 
pr'omise  of  lar'ge  carrots,  but  make  sur'e  their  deliver 
tied  directly  to  r'esults  in  the  area  that  a  manager  contr 
instead  of  firm-wide  results.  This  inconsistency  hasn't 
caped  employees'  notice:  These  pages  are  posted  on  the 
of  the  partners'  gym. 

The  Apr.  18  modification  gener'ated  such  a  hue  and  cry 
Maughan  set  up  a  $20  miUion  fund  to  "recognize  outstan 
individual  performance  even  if  the  client-driven  business 
whole  does  not  meet  its  targeted  retur 
An  additional  $25  million  will  be  spen 
new  hii'es. 

It's  unlikely  the  new  pay  plan  will  f 
the  defections.  If  all  managing  directoi 
the  customer  businesses  ear'n  just  t 
minimums,  the  fii'm  will  spend  a  tot; 
$80  million.  That's  down  from  $220  milli( 
1994.  What  Maughan  has  done  is  add 
million  to  be  divided  among  the  gr 
"That  won't  go  very  far',"  says  one  | 
managing  dir'ector. 

If  Maughan  can't  get  Salomon  hac. 
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DO  YOU  KNOW  IN  WHAT  COUNTRY  PEOPLE 
CALCULATE  EVEN  WHILE  DANCING? 


A  reproduction  of  "La  Sardana  de  I'Amistat".  (The  Sardana  of  Friendship)  by  Pablo  Picasso  The  Sardana  is  the  traditional  dance  of  Catalonia. 


Pablo  Picasso,  V,E,G.A.P.  Barcelona,  1994. 


track,  he  will  face  tough  and  somewhat  impalatable  strategic 
choices  on  Salomon's  direction.  One  possibility  may  be  to 
shi-ink  and  end  up  looking  like  Bear,  Steams  &  Co.,  a  smaller 
trading  house  that  is  a  niche  player  in  investment  banking. 

Salomon  would  give  up 
its  ambitions  of  being 
a  global,  top-tier  pow- 
erhouse.  A  more  radi- 
cal plan  would  be  to  turn  the  clock  back  to  the  1970s,  when 
Salomon  was  strictly  a  fixed-income  trader,  with  little  empha- 
sis on  equity,  research,  and  investment  banking.  Finally, 


Cover  Story 


Salomon  could  tiy  to  compete  with  the  Menill  Lynch  &  Cos 
the  world  by  merging  or  being  acquired  by  a  domestic 
foreign  commercial  bank,  an  idea  being  discussed  by  employ( 
This  could  improve  Salomon's  credit  rating  and  its  competit 
position,  but  it  would  mean  suirendering  its  proud  heritag 

The  most  favorable  option  may  now  be  out  of  reach: 
Salomon  of  the  1980s  that  was  close  to  joining  Wall  Stre'i?! 
top  tier  of  Merrill  Lynch,  Morgan  Stanley,  and  Goldniji 
Sachs.  For  better  or  woi-se,  the  Salomon  of  the  1990s  facefc 
much  more  modest  future.  I 
By  Leah  Nathans  Spiro  iyi  New  Yf 


THE  LION  IN  WINTER 


No  question,  John  H.  Gutfi'eund 
was  a  flawed  manager.  As  chief 
executive  of  Salomon  Inc.  from 
1983  to  August,  1991,  he  made  some 
big  mistakes.  Perhaps  the  worst  was 
failing  to  infor-m  the  New  York  Fed- 
eral Reserve  Bank  in  1991  when  the 
&-m  found  it  had  submitted  a  false 
bid  in  a  Treasuiy  note  auction.  Al- 
though he  was  never  charged  with 
wrongdoing,  Gutfreund  resigned 
from  Salomon  and  agreed  to  , 
pay  a  $100,000  civil  penalty.  j 
Another  major  error  was  cut-  | 
ting  a  special  pay  deal  with  j 
supertrader  John  W.  Men-  | 
wether,  which  badly  under- 
mined the  firm's  compensa- 
tion system — a  problem  that 
endures  today.  Nor  was  Gut- 
fi'eund  well-Uked:  A  gi'uff 
man,  he  suffered  fools  badly 
and  had  no  use  for  the  press. 
THE  SMELL  OF  FEAR.  Yet  af- 
ter 38  years  at  Salomon,  Gut- 
freund left  an  out-sized  lega- 
cy. He  built  Salomon 
Brothers  Inc.  from  a  small, 
parochial  bond  house  into  one  of  the 
preeminent  capital-raising  firms  in 
the  world.  He  told  new  recruits  to 
come  in  eveiy  morning  "ready  to 
bite  the  ass  off  a  bear." 

He  had  vision  and  was  passionate 
about  the  securities  business.  He  was 
able  to  manage  big  egos.  He  was  a 
trader  who  could  gauge  losses  by  the 
expression  on  a  ti'ader-'s  face.  "John 
could  smell  fear  at  100  paces,"  says 
fomier  Salomon  currency  trader  Bill 
Lipschutz  in  an  intei-view  in  the  book 
The  New  Market  Wizards.  Gutfreund 
was  liked  by  investment  bankers  be- 
cause even  as  ceo,  he  was  always 
ready  to  go  out  on  client  calls. 
"Under  John's  leadership,  much  of 
the  value  of  Salomon  was  created," 
says  Richard  Grand-Jean,  a  former 
Salomon  Brothers  managing  director'. 

Today,  Gutfreund,  65,  is  a  long 
way  from  being  "The  King  of  Wall 


Street,"  as  business  week  dubbed 
him  in  1985.  He  works  out  of  a 
small  but  well-appointed  midtown 
Manhattan  office  and  still  dresses  in 
proper  bankers'  pinstripes,  answer- 
ing his  own  phone  after  hours  and 
fetching  his  own  coffee.  He  keeps 
busy  advising  and  investing  in  small 
companies  with  capitalizations  of  $50 
million  or  so.  "I'm  old  enough  and 
disinterested  enough  that  I'm  not 


GUTFREUND:  Still  fretting  about  Salomon's  fate 


going  to  tell  you  you're  the  most 
beautiful  girl  in  the  world  if  you're 
not,"  he  says.  He  serves  as  a  board 
member  of  the  New  York  Public  Li- 
brary and  Montefioi'e  Medical  Cen- 
ter and  as  a  fund-raiser  for  Oberlin 
College.  On  Apr.  22,  he  was  to  leave 
for  Copenhagen  for  a  meeting  of  the 
Trilateral  Commission. 

Yet  Gutfreund  has  been  unable  to 
put  the  past  behind  him.  On  Apr.  18, 
he  filed  suit  against  Time  Inc.  for  a 
factual  eiTor  in  Fortime.  The  maga- 
zme  said  that  he  "was  barred  ft-om 
the  securities  business  for  life."  In 
fact,  he  can't  run  a  securities  tiiTn 
without  special  approval  from  the 
Securities  &  Exchange  Commission. 
"I  didn't  do  anything  illegal  and 
wasn't  charged  with  doing  anything 
illegal,"  he  says.  Fortune  acknowl- 
edged the  en'or. 

Gutfreund  is  also  fighting  wdth 


Salomon  over  $27  million  in  benefits, 
stock  options,  and  legal  fees  that  he 
believes  the  firm  owes  him.  He  lost  ' 
in  an  arbitration  healing  and  is  ai> 
pealing.  More  ominous  is  a  $300  mil 
lion  lawsuit,  filed  by  attorney  Melvyi 
I.  Weiss  on  behalf  of  some  Salomon 
shareholders,  that  alleges  fi'aud  and 
breach  of  fiduciary  duty  by  Gut- 
freund and  three  other  former 
Salomon  executives  in  the  Treasury 
bid  affair.  Gutfreund's  legal 
bills  total  $8  million,  and  he 
has  learned  to  live  on  less. 
"I'm  not  poverty-stricken,"  h( 
says,  "but  I'm  dehghted  to  be 
doing  business  and  making  a 
few  dollars." 

"GREAT  PRIDE."  Gutfreund 
doesn't  hke  to  dwell  on 
Salomon's  cuiTent  turmoil. 
But  he  is  still  emotionally  in 
volved  with  the  firm.  Follow 
ing  a  luncheon  speech  at  the 
Metropolitan  Club  in  New 
York  recently,  several 
Salomon  traders  whom  he 
hadn't  talked  to  in  four 
years  came  up  and  embraced  him. 
"I'm  not  exactly  the  kind  of  person 
who  people  come  up  to  and  kiss," 
he  says. 

These  days,  Gutfreund  professes 
to  be  worried  about  Salomon.  "I  sti 
take  great  pride  in  what  we  built," 
he  says.  "I  am  in  pain  when  I  see 
good  people  move  on."  He  believes 
Salomon  is  in  danger  of  losing  its 
spirit.  "The  special  quality  of 
Salomon  is  not  something  that  the 
management  of  today  has  thought 
about  perpetuating  or  improving," 
he  says.  Of  course,  it  was  Gut- 
freund's own  mistakes  that  con- 
tributed heavily  to  eroding  that 
special  quality.  But  given  Salomon's 
current  woes,  his  original  contribu 
tions  look  a  little  more  sigTiificant 
these  days. 

By  Leah  Nathans  Spit 
in  New  Ym 


IN  CATALONIA,  OF  COURSE. 


in  Catalonia,  a  country  within  Spain,  we 
lot  have  abundant  natural  resources, 
we  do  rely  on  6  million  people  who,  for 
irations,  have  proven  their  enterprismg 
It  in  commerce,  industry,  tourism, 
ness  ...making  of  us  one  of  the  motors 
iirope. 

That  is  why  in  Catalonia  we  have 
)me  famous  for  calculating  even  while 
lance.  This  can  be  observed  in  the  town 
city  squares  on  any  holiday  when 


people  of  all  ages  join  hands,  and  form  a 
circle  to  dance  the  sardanas,  oiu  traditional 
dance,  coimting  each  step  so  as  to  end  the 
dance  all  together  with  exact  precision. 

Come  and  see  it  one  day,  as  16  milUon 
tourists  do  every  year.  You  will  enjoy  our 
traditions,  oiu  culture,  our  climate,  and  you 
will  see  for  yourself  how  we  Catalonians 
count  even  while  we  dance.  The  per- 
fect balance  in  a  people  who  progress 
economically  and  where  European,  North 


American  and  Japanese  companies  are 
already  mvesting  heavily. 
Now  you  know  in  what  comitry  people 
calculate  even  while  dancing. 


Generalitat  de  Catalunya 

Autonomous  Government 
of  Catalonia 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

REPAP:  NOT  JUST 
A  PAPER  TIGER 

Mention  paper  on  the  Street,  and 
International  Paper,  Weyerhaeuser, 
and  Champion  International  spring  to 
mind.  But  some  smart-money  pros,  in- 
cluding George  Soros,  are  buying  into 
Repap  Entei-prises  (rpapf). 

Rep-what?  It's  North  America's 
third-largest  maker  of  coated  paper, 
with  a  capacity  of  1  million  tons.  No.  1 
Champion  International's  volume  is  1.3 
miUion  tons,  and  Consolidated  Papers' 
is  1.1  million.  Demand  for  coated  paper 

RIVAL  EYES  ON  ITS  MILLS 


REPAP  ENTERPRISES 
STOCK  PRICE 

WEEKLY  CLOSE 


EARNINCS 
PER  SHARE 

1996  Est. 

$1.70 

1995  Est. 

850 

1994 

-550 

1993 

-$1.78 

1992 

  -$2.18 

A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  GENESIS  MERCHANT  GROUP 

is  on  the  rise  this  year  after  a  long 
slump.  Why  are  Soros  and  other  savvy 
pros  snapping  up  Repap?  Two  reasons: 
a  turnaround  and  takeover  talk. 

Montreal-based  Repap,  in  the  red 
for  about  five  years,  made  money  at 
last  during  the  fourth  quarter  of  1994. 
The  betting  is  that  earnings  will  be 
strong  for  all  of  1995  and  even  more 
robust  in  1996.  Analyst  Gary  Craft  of 
Genesis  Merchant  Group  Securities  in 
San  Francisco  expects  Repap  to  earn 
850  a  share  this  year  and  $1.70  next. 

Speculation  is  rife  that  a  major  pa- 
per producer  wants  Repap  as  a  way  to 
get  in  on  the  coming  run-up  in  the 
coated-paper  market.  Buying  Repap 
would  be  much  cheaper  than  building 
new  mills,  says  Will  Weinstein,  Genesis' 
senior  partner  He  thinks  a  Repap  buy- 
out "would  be  logical  for  any  of  the 
paper  biggies,  particularly  the  likes  of 
Champion."  But,  he  adds:  "I  frankly 
don't  know  which  one  will  make  a  run 
for  Repap." 

Prices  of  coated  paper — used  mainly 
for  magazines,  catalogs,  inserts,  maOers, 
and  annual  reports — have  firmed  this 
year  because  of  increasing  demand. 


Craft  expects  Repap's  turnaround  vdll 
mean  a  higher  price-earnings  ratio  for 
the  stock,  even  without  a  takeover. 

In  spite  of  Repap's  world-class  oper- 
ations and  high-quahty  products.  Craft 
says,  it  gets  low  marks  from  the 
Street.  Based  on  its  price  of  6!^  a  share 
and  Craft's  1996  earnings  estimate  of 
$1.70  a  shai-e,  Repap's  p-e  is  low — 3.9. 
Consolidated  Papers,  on  the  other 
hand,  has  a  p-e  of  9.  Craft  thinks  Re- 
pap shares  are  worth  12,  based  on  its 
fundamentals  alone. 

IS  KERKORIAN'S  BID 
A  BIG  HOAX  ? 

What  do  takeover  warriors  of  the 
1980s  such  as  Cai'l  Icahn,  Henry 
Kravis,  Ron  Perelman,  the  Bass 
Brothers,  and  Mike  Milken  think  of 
the  hostile  Kerkorian-Iacocca  attack 
on  Chrysler  (c)?  They  won't  talk  for 
attribution,  and  business  week  wasn't 
able  to  interview  all  of  them.  But  the 
ones  who  spoke  don't  think  a  take- 
over will  materialize.  One  of  these 
pros  privately  described  the  Kerko- 
rian  caper  this  way:  "The  evidence 
clearly  points  to  one  thing — Kerko- 
rian  wants  greenmail  money,  not 
Chrysler."  So  what's  their  advice? 
Short  the  stock.  Icahn,  for  one,  has 
taken  big  short  positions  in  Chrysler. 

"Believe  me,"  says  one  veteran  of 
several  leveraged-buyout  deals,  "there 
won't  be  a  takeover."  In  the  end,  both 
sides  will  agree  to  a  buyback,  he 
says — probably  at  a  price  below  55. 
"I've  been  there.  I  know  when  some- 
body seriously  wants  to  acquire  a  com- 
pany. This  case  tells  me  in  so  many 
ways  that  Kerkorian  wants  out,"  says 
another  central  character  of  many  '80s 
takeover  battles.  "What  Kerkorian  is 
telling  [Chrysler  Chairman]  Bob  Ea- 
ton is  that  he  [Kerkorian]  will  be  a 
pain  in  the  butt  unless  he's  paid  ofi".  He 
has  nothing  to  lose,  and  it's  a  smart 
move — for  Kerkorian." 

One  sign  that  Kerkorian  isn't  serious 
about  Chrysler:  He  didn't  spend  a  dime 
Uning  up  financing  before  he  made  his 
move.  "Banks  won't  lend  you  money 
unless  there  is  a  clear  way  to  a  suc- 
cessful deal,"  says  this  pro. 

"It's  a  cateh-22,  because  a  bank 
won't  put  up  any  money  unless  it's 
sure  of  success.  But  the  courts  won't 
throw  out  a  poison  pill  unless  the  fi- 
nancing is  there,"  he  explains.  He 
thinks  this  is  why  Kerkorian  didn't  put 
up  any  money  for  a  bank  to  line  up  the 


financing.  "He  knew  there  wouldn't! 
a  deal — so  why  risk,  say,  $100  miili 
to  get  a  financing  guarantee?  The  o| 
is  a  big  hoax,"  he  says. 

THESE  OPERATORS 
HIT  THE  JACKPOT 

Who's  running  the  muItimilUon-do 
casinos  owned  by  Native  Ami 
can  groups?  One  outfit  is  Capital 
ing  International  (gdfi),  the  nati 
biggest  manager  of  Indian  gambl 
contracts.  It  has  deals  with  eight  tri 
that  operate  in  Arizona,  Califor 
New  York,  Oregon,  and  Washingtj 
Capital's  success  has  attracted  so 
very  conservative  investors,  mainly  \ 
delity  Investments,  which  has  takei 
nearly  15%  stake 

As  a  result,  its  stock,  which  had  1 
guished  between  2]^  and  4  since 
cember,  has  risen  to  nearly  6.  "W 
its  experienced  management,  solid-c 
operations,  and  ability  to  expand,"  C 
ital  should  be  one  of  the  more  in 
guing  gaming  plays,  says  analyst  M 
Manson  of  Donaldson,  Lufkin  &  f 
rette  Securities. 

Soon,  Capital  will  build  a  casin 
Rhode  Island  for  the  Narragan; 
tribe,  the  first  New  England  riva 
Foxwoods  in  Connecticut,  w^ 
monopolizes  the  local  market.  Cap 
has  also  just  opened  two  riverboat 
sinos  in  New  Orleans.  They  are 
of  a  $208  million  joint  venture 
Hemmeter  Enterprises. 

"The  revenues 
from  the  river     RUNNING  CASIMB 
boats  and  Indian      -AND  WINNING 
casinos  have  ex- 
ceeded analysts' 
expectations — and 
our  own,"  says 
Capital  Gaming 
Chairman  Jack 
Davis,  who  spent 
30  yeai's  as  presi- 
dent of  Resorts 
International.  He 
was  also  presi- 
dent  of  Trump 
Taj  Mahal  in  At- 
lantic City.  Capi- 
tal Gaming  Presi- 
dent Ed  Tracy,  who  was  CEO  of 
Ti-ump  casino  when  Davis  was  e 
man,  expects  blockbuster  earnings 
revenues  in  1996  and  1997,  when 
our  projects  will  be  operating 
blast."  One  insider  sees  earnings  of 
a  share  next  year  and  $1  in  1997. 


So 
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Why  a  group  called  "The  Raving  Daves"  could  be 
the  best  thing  that  ever  happened  to  your  software. 


Sometimes  in  business, 
conventional  wisdom  just 
doesn't  go  far  enough.  New 
and  original  solutions  are 
required  that  not  only  answer 
yesterday's  questions,  but 
anticipate  tomorrow's  needs. 

Which  is  why  at  PeopleSoft 


we  encourage  our  employees 
to  pursue  their  outside 
interests.  We  think  it  makes 
them  more  creative.  And  they 
bring  that  creativity  to  the 
solutions  we  offer  your 
business.  Unlike  some  other 
companies  that  pull  their 


answers  out  of  a  box. 

In  other  words,  for  solutions 
that  are  innovative  and  original, 
it  makes  sense  to  call  the  people 
who  think  that  way.  PeopleSoft. 

For  more  information  call 
1-800-947-7753  or  e-mail  us 
at  info@peoplesoft.com. 


r  finance,  distribution,  and  human  resources.', 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 
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ASIA 


ASIAS  SUPERGITIES 

Hong  Kong  is  still  No.  1-but  rivals  are  nipping  at  its  heels 


Peter  D.  Everingtun  is  ready  to  bail 
out  of  Hong  Kong.  As  managing  di- 
rector of  Regent  Pacific  Group  Ltd., 
he's  fed  up  with  the  island's  outrageous 
property  prices — and  confusing  politics. 
"Perhaps  the  more  important  considera- 
tion for  us  is  the  large  degi-ee  of  uncer- 
tainty over  the  ninup  to  1997,"  he  says. 
So  he  may  move  the  25-person  office, 
which  handles  $3  billion  in  funds,  to 
Kuala  Lumpur,  where  he  can  rent  a 
five-room  house  with  a  garden  and 
pool — for  one-quarter  the  price  of  his 
2,800-square-foot  Hong  Kong  apartment. 

Two  years  before  Beijing's  takeover, 
uncertainty  is  clouding  the  mood  in 
prosperous  Hong  Kong.  Exorbitant  real 
estate  prices  and  wonies  over  political 
instability  are  forcing  global  corpora- 
tions to  assess  whether  they  want  to 
be  in  Hong  Kong  after  1997.  Long  the 
preeminent  financial  and  business  center 
in  the  region,  Hong  Kong  faces  intensi- 
fying attacks  ft'om  Asia's  emerging 
supercities.  Shanghai,  Singapore,  Kuala 


HONG  KONG 


ADVANTAGES:  Gateway  to  China. 
Excellent  infrastructure.  Creative 
hub  of  Asia 

DISADVANTAGES:  High  real  estate 
prices.  Uncertain  political  future. 
Brain  drain 

FOREIGN  CORPORATE  PRESENCE: 

Siemens,  AT&T,  Philip  Morris, 
Hewlett-Packard,  Sanwa  Bank, 
Northern  Telecom,  CNN 

Lumpur,  Taipei,  and  Bangkok  are  bent 
on  luring  multinationals.  They  also  want 
to  grab  a  share  of  Hong  Kong's  wealth 
by  establishing  their  own  modem  finan- 
cial markets. 

NEW  BOOMTOWNS.  The  cities  that  suc- 
ceed stand  to  gain  a  lot  more  than  face. 
Despite  the  recent  financial  blowout  in 
some  emerging  mai'kets,  Asians  are  con- 
fident that  hundreds  of  billions  of  West- 
em  dollars  will  continue  to  flow  to  their 


region,  the  world's  r 
dynamic.  Cities  that 
become  Asian  hubs 
global  companies 
flourish,  especially 
Asian  Tigers'  econoi 
move  away  from 
wage  manufactur 
The  new  boomto 
will  be  centers  for 
dustries  such  as  fint 
communications, 
high  tech.  And  t 
newfound  luster 
likely  increase  the 
ure  of  Asia's  upwa 
mobile  nations  on 
world  scene. 

Still,  the  race  to 
stage  Hong  Kong  w 
produce  just  one 
ner.  Unlike  eai 
times,  when  the  Br 
colony  dominated 
region,  Asia  is  sir 
too  large — and  has 
erated  too  n 
wealth — for  any  single  city  to  sa 
the  region's  demands.  "There  wil 
more  than  enough  for  competitive  A 
capitals  to  gr'ow  and  prosper,"  pre' 
Hong  Kong  Dir*ector-Genei-al  of  Indi 
Denise  Yue.  Indeed,  many  obser 
see  a  cluster  of  Asian  cities  evol' 
each  with  varying  strengths.  The  st 
gle  is  to  see  which  cities  will  bee 
Asia's  ver-sions  of  New  York,  Hollyv 
Silicon  Valley,  and  Deti'oit. 

Even  with  the  increased  competi 
Hong  Kong  holds  some  strong  qi 
The  territory  I'emains  the  gatewa 
China,  and  its  economy  is  integr 
with  booming  Guangdong  prov 
"Geogr-aphy  is  very  much  on  our  s 
says  Clint  Mai'shall,  head  of  corpi 
banking  at  Hongkong  &  Shanghai 
ing  Corp.  "We're  20  kilometers 
where  it's  all  happening." 

The  city  of  gleaming  skyscrape| 
also  non-Japanese  Asia's  financial 
center-,  a  locus  of  loan  syndication 
management,  venture  capital,  and  s 


A  G.  Edwards  •  Airlx.rnc  Express  Alco. 
C:o.p.nvorA.er.ca.  B.nUc.  Canada.  Ben  .-n 

^  Decker.  Blue  cross  and  B,.,eS,.eU.,H  ..erseV     ...a,.  . 

Root    Inc.   .  Burroughs  Wello.nu-  Co,   •  (  .,lu;.ry  (, -.ncral 
Inc    •  Brown  &  K"^"' 

^  ^^^^j.^,^  AiHmes  Intl.  Ltd.  •  C.hn  Cetgy  Corp..  Crop  1  r<,uu,on 

^""^P^^''         '   .  CA  .C:ontnienial(:.rair.  c:<.rnpany  •  ncpt.<)l  Fiiiaace 

^    Div  •  Cervecena  Polar,  ■ 

o,^.^rd     of    Canada     •     Bvcready     Battery     C  ompany  • 
and    Treasury  Board 

The  Equitable  •  GATX  Coiixnation  •  GE  Capital  Services  •  Gerber  Broducts 

,  •  1  Paul  Getty  Trust  •  The  (  iilleitc  (  loinpuiy  •  1  lewletcPackard  • 
Company  •  J-  i 'i*^"  ^'^'-'y 

Hilti,  Inc.  •  House  of  Coitunons  -  Canada  •  John  Hancock  Financrai  Services  • 
Kmart  Corporation  •  Lockheed  Technical  Operations  Co.  •  Lotus  Developnieru 
Corp.  •  McCaw  Communications  •  Merck  Frossi  c  :anada  Inc.  •  The  MI  PRE 
Corporation  •  Mitsubislu  SemieondiK  lor  America  •  Mon.santo  Company  • 
National  Academy  of  Sciences   •   NASD   •   Nestle  USA    •   The  New 
Enghnul   •   Nova  Scotia   Powei   Inc.    •   Owens-Corning   •    Pepsi   Cola  • 
Sequent  Computer  Systems,  Inc.    •   Shell  C^il  Company   •   Siemens  Rohn 
Communications  Inc.  •  Soutliern  California  Edison  Co.  *  Southern  California 
Gas  CoiTipany  •  The  Southern  Company  •  Sun  Company,  Inc.  •  Sybase,  hie.  • 
SYNTEX,  USA  •  Tandem  Computers  Incorporated  •  The  Trane  Company  • 
Tlirncr  Broadcasting  •  The  Turner  Corporation  •  The  University  of  British 
Columbia  *  Westinghouse  Hanford  Company  •  York  University... 


When  you  deliver  bold,  new  to  customer  service,  you  attract  system  worth  raving  about^ 

solutions  to  enterprise-wide  lots  of  enthusiastic  clients.  For  more  information  call 

business  problems  and  combine        Isn't  it  time  your  company  1-800-947-7753  or  e-mail  us 

that  with  a  fanatical  commitment  had  a  business  information  at  info@peoplesoft.com. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


The  Daves  aren't 
the  only  ones  raving. 
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brokering.  Moreover,  Hong  Kong  is  a 
key  product-development  center  for 
goods  such  as  cellular  phones,  audio  ap- 
pliances, and  electronic  toys  assembled 
in  China.  And  of  all  the  cities  in  the 
region,  Hong  Kong  ranks  as  the  most 
creative,  with  eveiything  from  kung  fu 
films  to  "Canto-pop"  hits  produced  and 
distributed  there. 

PILING  UP.  Yet  Hong  Kong  faces  difficult 
times.  Soaring  prices  for  prime  office 
rentals  have  forced  some  companies  to 
look  for  less  expensive  cities.  Feuding 
between  Britain  and  China  has  left  the 
city  in  limbo.  Beijing,  dissatisfied  with 
Governor  Chris  Patten's  election  re- 
foiTTis,  says  it  will  throw  out  the  exist- 
ing legislature  in  1997.  The  two  sides 
are  at  loggei'heads  over  the  makeup  of  a 
supreme  court,  threatening  Hong  Kong's 
laile  of  law,  an  essential  ingi-edient  in  en- 
suring business  confidence. 

Other  would-be  Asian  financial  capi- 
tals sense  opportunity  in  Hong  Kong's 
troubles.  Government  leaders  of  Singa- 
pore, for  instance,  sell  theii"  city-state  as 
a  bastion  of  political  stability  and  effi- 
ciency. Singapore  has  made  a  name  for 
itself  as  a  high-tech  manufacturing  cen- 
ter, with  advanced  research  and  devel- 
opment and  production  facilities.  The 


SHANGHAr 


ADVANTAGES:  Gateway  to  inland 
China.  Strong  industrial  base. 
Domestic  financial  center 

DISADVANTAGES:  Restrictive 
central-governnnent  policies.  Infra- 
structure bottlenecks.  Poor  legal 
system 

FOREIGN  CORPORATE  PRESENCE: 

Citibank,  Alcatel,  Volkswagen 


nation  of  2.7  million  has  long  been  the 
gateway  to  Southeast  Asia.  Now,  it's 
pressing  to  pass  Hong  Kong  as  the  fi- 
nancial and  communications  hub  of  Asia. 

Singapore's  successes  are  piling  up. 
It  has  the  fourth-largest  foreign  ex- 
change market,  a  large  futures  market, 
and  its  banks  are  becoming  powerful 
players  in  loan  syndication.  In  a  bid  to 
attract  money  managers,  Singapore  has 
announced  plans  to  allow  foreign  fund 
managers  to  manage  a  portion  of  the 
countiy's  huge  Central  Provident  Fund, 
the  nation's  mandatoiy  savings  plan. 

But  Hong  Kong  advocates  counter 
that  Singapore  has  a  long  way  to  go. 
The  government's  controls  over  its  do- 
mestic media  are  a  major  problem,  along 
with  pressure  felt  by  secuiities  analysts 
to  avoid  negative  reports.  "As  long  as 
there  are  restrictions  on  the  free  flow  of 


SINGAPORE 


ADVANTAGES:  Gateway  to  South 
east  Asia.  Excellent  infrastructure 
Tax  breaks  and  incentives  for  fa 
vored  industries 

DISADVANTAGES:  Rigid 'bureaucra 
cy.  Government  controls  on  infor- 
mation. High  labor  costs 

FOREIGN  CORPORATE  PRESENCE: 

Sony,  Seagate,  ESPN,  Motorola, 
Unisys,  Whirlpool,  Caterpillar 

information,  they  can't  expect  to  b 
major  funds-management  and  stock-1: 
kering  center,"  says  William  H.  0\ 
holt,  managing  director  of  Bankers  Ti* 
Co.  in  Hong  Kong. 

Nowhere  is  the  rivalry  between  H^ 
Kong  and  Singapore  more  intense  t 
in  communications.  News  organizati 
such  as  The  New  York  Times  and 
Today  have  chosen  Hong  Kong,  ope: 
news  bui'eaus  there  recently.  Singa] 
has  attracted  entertainment  groups  s 
as  HBO,  ESPN,  and  Walt  Disney,  w 
ai"e  investing  substantial  sums  for  sti 
OS  and  production  facilities. 
"PAINLESS  OPERATION."  Much  of 
credit  goes  to  Singapore's  Economic 
velopment  Board  (edb).  Its  aggres, 
bureaucrats  offer  one-stop  shopping 
foreign  investors  interested  in  the  cl 
state.  "They  are  very  good  at  makin| 
a  painless  operation  to  assess  Si 
pore,"  says  Hai'old  Anderson,  vice-p: 
ident  for  programming  and  produc 
at  ESPN  Asia  (Singapore)  Ltd.  The 
offered  espn  tax  holidays  as  well 
subsidies  for  training. 

But  the  EDB  can't  do  much  about 
gapore's  expensive  labor,  phone  ra 
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YEARS. 


THE  imagination  of 

A  FIVE  YEAR  OLD. 


Most  ijisiirtDiee  compcDi  'ies  ■ivoiildn)  luur  mucli  for  that 
dc'scriptioji.  ^iljiite  to  the  coJituiry,  ive  actually  like  it. 

ff  (■)-('  Unl'm.  llVve  been  iii  the  iiisuraiiee  business  sijiee 
before  the  (iold  Rush.  Baek  theii,  we  were  just  a  yourig 
eo)}ipii)iy  with  an  optimistic  eye  on  the  future  a)id  an 
ijiterest  tn  helpiyig  people.  Today.,  we're  )uuch  mrjre. 

IJ e're  the  -world-wide  leader  i)i  lojig  term  disability 
insunnice,  t-wice  the  si-ze  of  our  )uuirest  competitor  A)td 
we've  grow} I  into  a  -whole  family  of  compa}iies  that  can 
provide  seamless  coverage  for  a  -wide  range  of  life's  risks. 

Youthful  wisdo)}!  and  old -Jashioiwd 
coiinno)!  sense  have  served  us  well  Jor 
the  past  I years.  Here's  to  a}iother  i^j. 

Here's  to  a  long  life. 


Unum 

We  see  farther. 


Insurance  Company  of  America,  Portland,  ME  (Canada  and  all  U.S.  states  except  NY)  '  Colonial  Life  &  Accident  Insurance  Company,  Columbia,  SC  (All  states  except  NY)  ■  Commercial  Life  Insurance 
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VISION:  Proposed  software-makers  park  in  Taipei 

TAIPEI 


ADVANTAGES:  High-tech  prowess. 
Free  press.  Government  funding 
for  targeted  industries 

DISADVANTAGES:  "Poor  infrastruc- 
ture. Unstable  relations  with  Chi- 
na. Protectionist  financial  policies 


FOREIGN  CORPORATE  PRESENCE: 

Mitsubishi  Electric,  Texas  Instru- 
ments, Philips,  Framatome,  Ford 


and  cars.  In  fact,  high  costs  in  Hong 
Kong  and  Singapore  provide  other's  with 
an  opening  to  become  manufacturing 
centers. 

Kuala  Lumpur  "has  a  distinct  ad- 
vantage over  Singapore"  when  it  comes 
to  costs,  says  John  F.  McDonnell,  chair- 
man of  McDonnell  Douglas  Corp., 
which  recently  chose  Malaysia's  capi- 
tal for  its  regional  headquarters.  Labor 
costs  are  half  those  in  Singapore,  and 
rents  are  one-third  of  the  city-state's. 
Malaysia  also  wants  to  enter  the  finan- 


cial capital  sweepstakes. 
Its  entry  is  Labuan,  a 
small  island  off  the 
coast  of  eastern  Malay- 
sia. Labuan,  an  "inter- 
national offshore  financial  center,"  has 
the  lowest  tax  rates  in  the  country  and 
looser  rules  on  foreign  exchange.  It 
has  about  400  offshore  companies  and 
40  foreign  banks. 

TRAFFIC  JAMS.  Malaysia  might  be  taking 
on  more  than  it  can  handle.  Its  bureau- 
cracy is  cumbersome.  Expatriates  can 
wait  up  to  18  months  to  get  a  work 
permit — and  the  government  has  tough 
limits  on  the  number  of  expatiiates  it 
will  allow  in.  LInlike  Hong  Kong  and 
Singapore,  it  doesn't  afford  expatriates 


!)•! 

favorable  tax  treatm  i^"'^ 
Pollution  and  traffic  ^ 
gestion  are  worsening  i"® 

Another  city  known 
its  traffic  jams.  Bang' 
is  angUng  to  make  it  * 
Asia's  auto-assembly 
ter.    Bangkok  ben< 
greatly  from  the  pres(  "i^;' 
of  such  major  Japai 
auto  makers  as  Toy 
Nissan,  Honda,  and 
zu,  which  have  beei 
the  area  since  the  mid-1980s.  That  g 
Thailand  a  selection  of  parts  supp' 
that  have  been  brought  up  to  w 
standards  by  the  Japanese.  "The  su; 
er  base  cultivated  by  the  Japanese  ii 
credible,"  says  Bill  Kennedy,  regi 
manager  for  Chrysler  Corp.,  whic  * 
favoring  Thailand  for  the  role  ol 
Southeast  Asia  hub. 

While  Bangkok  concentrates  on 
auto  industry,  Taipei  is  targeting  ' 
tech.  Companies  in  and  around  the  mPs 
wanese  capital  have  made  the  is^  iiiist 
the  world's  leading  producer  of  in  ingC 
scanners,  computer  mice,  and  moni'  flerc 
It's  quickly  becoming  a  lai'ge  semi 
ductor  source  as  well.  The  govemr  f*. 
is  building  a  $300  million  software-d<  m,fi! 
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Prose. 


Must  adapt  an  outdated  elementary  school  to  meet  educational  needs  through  the  early  21st  century. 

Must  be  an  imaginative  design  yet  comply  with  hundreds  of  regulations  and  codes. 

• 

Must  meet  stringent  public  budget  goals  for  construction  and  maintenance. 
Must  reduce  air-conditioning  costs  by  shielding  classroom  windows  from  solar  heat. 

• 

Must  utilize  durable  materials  at  "kid  level"  and  lower  cost  materials  above. 
Must  be  constructed  during  the  school  year  without  disturbing  current  school  activities. 
Must  provide  exciting,  stimulating  interior  space  conducive  to  learning. 
Must  instill  a  sense  of  pride  in  students,  parents  and  teachers. 


AIA/THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 

Only  on  architect  can  understand,  coordinate  and  translate  needs  and  realities  into  something  beautiful.  Beauty  that  w 

he  annarent  to  vniir  lyottnni  liiu\  For  iiifftnnntinti  on  AIA  architects  in  vour  area,  call  1-800-AIA-9930.  Ml 


ent  park  in  Taipei  and  has  targeted 
cey  industries,  including  aerospace 
semiconductors,  for  incentives,  gov- 
nent  funding,  and  other  backing, 
ike  their  countei-parts  in  Singapore, 
v^anese  officials  also  dream  of  tak- 
on  Hong  Kong  in  finance.  Taiwan 
announced  plans  to  build  a  "Wall 
et"  of  Asia,  replete  with  New  York- 
;  twin  towers,  in  Taipei.  But  compa- 

are  doubtful.  The  main  reason  is 
^an's  slow  pace  of  deregulation.  For- 

banks,  for  example,  are  limited 
tly  to  trade  finance  and  hampered 
eams  of  red  tape. 

erhaps  no  city  is  more  eager  to  take 
long  Kong  than  its  old  rival,  Shang- 
It  has  experienced  three  consecutive 
's  of  14%  growth  as  billions  in  for- 
investment  have  flowed  in,  especial- 
1  the  new  Pudong  district.  In  every- 
l  from  bicycles  to  autos,  Shanghai  is 
center  of  manufacturing  for  China, 
city's  four-year-old  stock  market  is 
la's  largest.  City  leaders  want  more, 
aim  to  become  the  international 
financial  business  center  in  the 
em  Pacific,"  sayo  Hu  Yanzhao,  cliief 
iOmist  at  the  Shanghai  Municipal 
ning  Commission, 
nder  current  policies,  Shanghai  is 
■cely  to  reach  that  goal.  Chinese 
ers,  fearful  of  losing  control  of  the 
omy,  have  resisted  opening  their  fi- 


nancial markets.  For  instance,  Beijing 
authorities,  spooked  by  the  market's  fall 
last  summer,  put  the  brakes  on  new 
listings  at  the  Shanghai  exchange. 

Further  compounding  Shanghai's 
headaches  is  the  inability  of  China's 
banking  sector  to  modernize.  Strapped 
with  huge  debt  from  nonperforming 
loans  to  state  enteqarises,  China's  spe- 
cialized banks  have  been  unable  to  re- 
make themselves  into  commercial  banks. 
"The  delay  of  financial  reforms  will  de- 
lay the  establishment  of  Shanghai  as  an 
international  finance  center,"  says  Guan 
Jinsheng,  vice-chairman  and  ceo  of 
Shanghai  International  Securities  Co., 
the  brokerage  firm  recently  cited  in  a 
major  bond-trading  scandal. 

Even  so,  Shanghai  leaders  don't  worry 
about  losing  out  to  Hong  Kong.  They 
say  the  two  can  play  complementary 
roles,  with  Shanghai 


the  domestic  finan 
cial  hub  and  Hong 
Kong  the  interna- 
tional center.  "China 
needs  several  Hong 
Kongs  and  Shang- 
hais," says  Hu.  "For 
1  billion  people,  I'd 


BANGKOti 


ADVANTAGES:  Low  labor  costs.  Fa- 
vorable foreign  investment  poli- 
cies. Advanced  netv^^ork  of  auto- 
parts  suppliers 

DISADVANTAGES:  Bad  infrastruc- 
ture. Poor  legal  system.  Worsening 


high  rents  and  poHtical  uncertainties, 
Hong  Kong  remains  the  preferred  lo- 
cation for  Western  corporations  looking 
to  coordinate  China  business.  Frank 
Martin,  president  of  the  American 
Chamber  of  Commerce  in  Hong  Kong, 
says  membership  is  at  a  five-year  high, 
with  52  members  joining  in  December 
alone.  "Hong  Kong  is  the  closest  to  a 
perfect  Asian  center,"  says  Mark  Michel- 
son,  director  of  Warren  Williams  Inter- 
national, a  public-affairs  consultant  in 
the  temtoiy. 

But  Hong  Kong's  advantages  of  loca- 
tion and  personal  connections  with  Chi- 
na's elite  will  only  take  it  so  far.  China 
is  not  the  only  player,  as  India,  Indone- 
sia, and  others  rev  their  engines.  The 
shock  of  adapting  to  the  new  world  of 
Chinese  sovereignty  is  hkely  to  change 
Hong  Kong  and  the  way  it  operates.  In 
the  face  of  such  un- 
certainty, Singapore, 
Taipei,  and  the  oth- 
er would-be  super- 
cities  see  opportu- 
nities aplenty. 

By  Joyce  Bania- 
than  in  Hong  Kong, 
with  Margaret  Daiv- 
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12  Hong  Kongs  or 
Shanghais." 

Even  with  the 


FOREIGN  CORPORATE  PRESENCE: 

Toyota,  Honda,  Chrysler,  Minebea 


Engardio  in  Bang- 
kok, and  Ellen 
White  in  Singapore 
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SERE 


We  do  one  thing.  But  we  do  it  very,  very  we 


We  specialize  in  large  scale  business  computing. 
That's  where  companies  have  large  numbers  of 
users,  high  volumes  of  transactions,  large  data- 
bases and  the  need  for  continuous  access  to 
critical  information. 

And  in  today's  open  computing  environment 
these  demands  can  only  be  met  by  an  advanced 
UNIX-bt'<sed  operating  system— a  system  like  Data 
General's  IXi/UX™ According  to  technology  assess - 
^c^nt  firm  Illuminata*,  DG/UX  is  rated  the  best 
(M'^rall  commercial  UNIX  on  the  market.  That's 

'  '"fd:  ■  Movtjinber  7.  1 994  Illuminata. 

•  ":h-  '  Ofticral  Corporation, 


higher  than  Digital,  IBM,  Hewlett-Packard  and" 
We  combine  DG/UX  xvith  the  best  servers, 
most  advanced  storage  systems,  world  class  busi 
software  and  the  integration  services  to  mals 
all  work. 

This  is  our  specialty.  And  we  do  it  verj^,  very 
Call  l-BOO-DATAGEN  for  our  free  guide  to  corpc 
computing,  e.mail  us  at  commonsense@dg.< 
or  log  on  to  The  Common  Sense  Connecti 
at  www.dg.com  or  gopher.dg.cora. 


iw  Data  Genera 

Bringing  Common  Sense  to 
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COMMENTARY 


By  Catherine  Yang 


THE  EEOC:  TOO  SWAMPED  TO  SHOOT  STRAIGHT 


■or  Donald  L.  Monin,  the 
■  Equal  Employment  Oppor- 
tunity Commission  has  been 
)  help  at  all.  The  55-year-old 
echanical  engineer  filed  an  age 
scrimination  complaint  with 
6  agency  in  February,  1993,  af- 
r  he  was  laid  off  by  McDonnell 
ouglas  Corp.  After  29  years, 
onin  had  risen  to  his  unit's  top 
isition — only  to  be  replaced  by 
70  employees  at  least  20  years 
lunger. 

The  EEOC  dismissed  his  charge 
it  fall  without  ever  interview- 
g  him  or  his  witnesses.  And  al- 
ough  he  has  sinc-e  persuaded 
e  agency  to  reopen  the  inquiry, 
onin  is  still  angry  that  it  took 
e  company's  explanation  for  the 
(Toff  at  face  value.  "They're  not 
ly  not  doing  their  job,"  he  fumes, 
hey're  working  against  me."  The 
;oc  and  McDonnell  Douglas  de- 
ned  comment. 

5GER  BURDEN.  Monin  learned  the 
rd  way  what  many  others  already 
ow  about  Uncle  Sam's  bias  police: 
ley  can't  shoot  straight.  The  agen- 
,  which  was  set  up  in  1964  to  en- 
'ce  employment  discrimination 
vs,  has  seen  its  staff  shrink  while 

caseload  has  soared.  Today,  it's 
ring  a  backlog  of  almost  100,000 
mplaints,  more  than  double  the 
90  figure  (table).  "The  agency  has 
;t  all  its  clout,"  says  Stephen  E. 
llent,  a  Washington  lawn/er  who 
presents  employers. 
Already  overwhelmed,  the  eeoc 
11  be  swamped  if  Congress  out- 
vs  affirmative  action  programs. 
:t  Presidential  hopefuls  Senators 
lb  Dole  (R-Kan.)  and  Phil  Gramm 
-Tex.)  want  to  scrap  programs  to 
ing  women  and  minorities  into  the 
)rkplace.  In  their  place,  they 
mid  have  the  belea- 
ered  agency  shoulder 
s  entire  government 
rden  of  combating 
iployment  discrimina- 
«.  But  no  one  is  in  a 
rry  to  come  up  with 
mey  to  fix  the  eeoc. 
Id  it  all  up,  and  it's 
;ar:  Banking  on  the 

OC  to  battle  discrimi- 


NEW  CHAIR:  Casellas  m  ust  booi 


iency 


nation  on  the  job  won't  work. 

Things  are  so  bad  at  the  agency 
that  many  workers  are  choosing  to 
file  private  lawsuits  rather  than  go 
thi'ough  the  eeoc's  administrative 
pi'ocess,  which  can  take  as  long  as 
four  years.  In  legal  circles,  some  at- 
torneys are  so  contemptuous  that 
they  I'egard  it  as  "malpractice  to  file 
an  EEOC  charge,"  says  Lloyd  C. 
Loomis,  a  senior  counsel  at  oil  com- 
pany Ai'co  in  Los  Angeles.  But  that 
doesn't  mean  the  agency,  in  theory, 
can't  serve  a  vital  fimction.  For  the 
vast  majority  of  workers,  "the  EEOC 
is  their  only  hope,"  says  Los  Angeles 
plaintiffs'  attorney  Nathan  Goldberg. 
SNAIL-LIKE  PACE.  Ti'ouble  is,  the 
EEOC  has  never  really  had  a  chance 
to  do  its  job  right.  Chronically 
underfunded,  the  agency's  woes  have 
gi'own  more  acute  over  the  past 
decade  as  Repubhcan  Administra- 
tions squeezed  its  budget  while  law- 
makers kept  passing  more  antibias 
laws.  Now,  on  top  of  the  1964  law 


Snowed  Under 


FY  '90 

FY  '91 

FY  •92 

FY  '93 

FY  '94 

BACKLOG  OF  CASES 

41,987 

45,717 

52,856 

73,124 

96,945 

NO.  OF  INVESTIGATORS 

762 

727 

736 

738 

732 

BUDGET  MILLIONS 

$184.9 

$201.9 

$211.3 

$222.0 

$230.0 

bamng  discrimination  based  on 
race,  ethnicity,  national  origin,  re- 
ligion, and  gendei',  it  polices  bans 
against  age  discrimination,  sexual 
harassment,  and  bias  against  the 
disabled.  "The  eeoc  has  been  the 
product  of  one  tinkering  after  an- 
other," says  Ronald  Cooper,  a 
Washington  employment  lawyer. 

Another  problem:  The  agency 
must  conduct  a  full  investigation 
of  every  complaint.  When  Su- 
preme Court  Justice  Clarence 
Thomas  was  BEOC  chairman,  he 
reversed  an  earlier  policy  that 
emphasized  quick  resolutions  but 
left  many  charges  underinvesti- 
gated.  Thomas'  decree,  though, 
has  slowed  complaint  processing 
to  a  crawl.  And  because  of  the 
swelling  case  load,  investigators 
are  still  forced  to  rush  through  ex- 
aminations. Full  investigations  are 
"a  fiction  when  you  have  100,000 
cases,"  says  eeoc  Chairman  Gilbert 
F.  Casellas.  "You  just  can't  do 
eveiything." 

Casellas,  a  cori^orate  lawyer  fi'om 
Philadelphia  who  took  over  last  Octo- 
ber, is  doing  away  with  the  Thomas 
model.  He's  pushing  to  make  the 
agency  as  efficient  as  possible  with 
the  resources  it  has.  He  is  readying 
a  new  piioritization  system  that 
would  help  weed  out  weak  cases. 
And  he'll  likely  seek  to  speed  up  cas- 
es through  voluntary  mediation. 
Casellas  is  on  the  right  ti'ack,  but  he 
concedes  that  these  fixes  are  "not 
magic  bullets." 

Even  in  its  crippled  form,  the 
EEOC  does  vrield  influence  over  the 
workplace.  The  very  presence  of  a 
federal  watchdog  helps  check  em- 
ployei's'  behavior.  If  gop  leaders  are 
serious  about  using  it  as  the  fi'ont 
line  against  disciimination,  they'll 
have  to  put  more  dol- 
lars and  muscle  into  the 
weakened  agency  so  it 
can  finally  do  its  job.  If 
not,  they'll  be  sending 
the  signal  that  fighting 
bias  isn't  worth  much. 


DATA:  EQUAL  EMPLOYMENT  OPPORTUNITY  COMMISSION 


Yang  unites  about 
legal  issues  from  Wash- 
ington. 


Personal  Business 


THE  GREAT 
FAMILY  VAN  DERBY 


The  first  week  in 
April  is  usually  early 
to  start  the  picnic 
season  in  Michigan. 

But  when  four  adults  and 
nine  kids  bundled  up  on  a  re- 
cent Saturday  to  dine  alfres- 
co in  Independence  Oaks 
Park  north  of  Detroit,  we 
had  more  on  our  minds  than 
turkey  sandwiches  and  pota- 
to salad.  The  journey  was  as 
important  as  the  destina- 
tion: We  were  putting  the 
top  three  new  minivan  mod- 
els— the  Dodge  Grand  Cara- 
van, Ford  Windstar,  and 
Honda  Odyssey — to  the  test. 

Because  each  is  slightly 
different  in  styling  and  fea- 
tures, choosing  the  "best" 
minivan  is  largely  a  matter 
of  personal  taste.  To  gauge 
their  appeal,  business  week 
arranged  for  three  families  to 


take  the  vans  on  a  half-day 
outing.  Parents,  all  minivan 
veterans,  would  take  turns 
driving.  In  general,  oui'  gi'oup 
was  unanimous  in  its  praise 
for  two  things:  pretzels  and 
four  doors. 
Unlike  tradi- 
tional three- 
door  minivans,  the  Dodge  and 
the  Honda  have  rear  doors 
on  both  sides,  a  convenience 
everyone  could  appreciate. 
More  about  that  later 
WARM  WIPERS.  The  Dodge 
Grand  Caravan  se  we  tested 
was  an  all-new  version  of  the 
Chrysler  models  that 
launched  the  minivan  seg- 
ment way  back  in  1983,  while 
the  Windstar  and  Odyssey 
were  introduced  last  year. 
The  "Grand"  in  Grand  Cara- 
van identifies  its  extended 
200-inch  overall  length,  the 
largest  Chrysler  makes.  The 
Windstar  is  about  the  same 


CAR  BUYING 


size  and,  like  the  Dodge,  has 
a  V-6.  The  four-cylinder 
Odyssey  is  noticeably  smaller 
at  187  inches  long.  It's  also 
shor-ter:  65  inches  vs.  68  for 
the  other  two.  The  Odyssey 
doesn't  offer  a 
V-6. 

Our  Dodge 
was  loaded  with  every  fea- 
ture imaginable,  at  a  sticker 
price  of  $21,890.  The  rear 
sliding  door  on  the  driver's 
side  is  a  $450  option.  A  .$230 
featui-e  we  liked  was  a  de- 
li'oster-  made  up  of  tlii-ee  lines 
of  wire  near  the  base  of  the 
front  windshield  to  free  the 
wipers  should  they  ft-eeze  up. 

Our  Odyssey  LX  came  vwth 
four  standard  carlike  swing- 
open  door's.  This  model, 
priced  at  $24,020,  also  has 
captain's  seats  in  the  middle 
row.  They  keep  the  kids 
apart  but  r-educe  the  seating 
to  six  instead  of  the  usual 


seven.  Our  weekend  V 
star  GL  was  something 
anomaly  for  a  review  c 
bare-bones  model.  Cert 
the  Windstar  can  come 
power  everything.  But 
for  whatever  reason,  se: 
their  base  model,  with 
windows  and  no  rear 
froster.  No  matter:  It  s 
how  much  you  get  in  a 
van  even  without  the 
dads — and  how  hard  it 
find  a  new  one  under  $2( 
With  a  scant  $1,000  ir 
tions,  including  air-cond 
ing  and  floor  mats,  ours 
ried  a  $20,875  sticker 
include  destination  ch; 
but  exclude  title  and  ta: 
The  Windstar  is  only 
able  with  the  three-dooi 
out  that  most  minivan  o\ 
know:  two  front  doors 
one  sliding  rear  passe 
side  door'.  This  layout  ha 
tinct  disadvantages.  " 
just  one  way  in  on  the 
the  kids  all  charge  into 
other"  as  they  climb  ab 
said  Andrew  Keys,  a  t 
dad  of  three  who  trad 
his  aging  Ford  Aerostar- 
van  last  month  for  an 
nomical  For'd  Escort  st 
wagon.  Moreover;  "you 
amazed  what  collects  t 
the  seat  behind  the  dn\ 
you  could  just  get  to  it 
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\  clean  out  that  space." 
^spite  the  consensus 
t  four  doors,  Chiysler's 
)  did  not  win  raves.  Mai*- 
!  Peiraut  preferred  Hon- 
swing-open  doors  "be- 
3  it's  harder  for  my  kids 
anage  the  shding  doors." 
anne  usually  drives  her 
children  in  a  Plymouth 
d  Voyager.  The  day  of 
mting,  they  were  joined 
vo  cousins  and  a  friend. 
ITLE  PLASTIC."  Kathryn 
;e,  my  wife,  is  the  main 
ir  of  our  Mercuiy 
e'er.  It  is  midway 
ize  between  the 
isey  and  Wind- 
-about  right  for  us 
our  son.  She  had 
lie  adjusting  to  the 
je's  door  handles, 
1  must  be  pulled  to 
"  an  open  door  before  it 
slide  shut.  Nonetheless, 
irefeiTed  sliding  doors  to 
y-open  ones.  With  sHd- 
doors,  she  noted,  "if 
e  got  another  car  in  the 
ye,  you're  not  always 
)ing  up  against  it.  Same 

in  a  parking  lot." 
the  picnic,  the  kids 
3  taste  a  soft  drink,  put 
)wn,  and  try  another, 
vise,  we  kept  ti-ying  out 
ninivans — and  disagree- 
)n  our  tastes.  Andrew 

the  Dodge  best  overall: 
inything,  it   was  too 


smooth.  I  kept  hnding  my 
speed  creeping  up."  For 
Kathryn,  the  Windstar  had 
the  best  aq,celeration  and 
most  sensitive  brakes,  while 
the  Grand  Caravan  felt  "the 
heaviest." 

Marianne  was  comfortable 
in  the  Honda  and  Dodge,  less 
so  in  the  Ford,  which  to  her 
felt  "just  a  httle  plastic."  She 
enjoyed  driving  the  Odyssey 

HONDA  ODYSSEY 

Captain's  seats  limit 
family  feuds  by  keeping 
combatants  apart 


llie  most  l)Ut  added.  Id  iit'\- 
er  buy  it,"  since  the  others 
offered  the  extra  seat  and 
more  space  in  the  back.  Be- 
hind the  rear  seat,  the 
Odyssey  has  a  storage  well, 
but  Kathiyn  dismissed  it  as 
"narrow  and  small." 

I  agree.  In  theory,  the 
Odyssey  offers  extra  space, 
because  the  rear  seat  folds 
down  flat  into  the  floor.  In 
practice,  that  only  works  with 
four  passengers  or  fewer. 
Opting  for  the  standard  mid- 
dle bench  seat  for  three,  in- 
stead of  the  two  captain's 
seats,  only  com])nunds  the 


DODGE  GRAND  CARAVAN 

Sliding  doors  on  both 
sides  allow  kids  to  exit 
without  the  usual  crunch 

problem.  The  bench  makes 
for  a  two-three-two  seating 
arrangement.  To  get  to  the 
rear,  you  fold  the  back  of  the 
middle  seat  foi-ward,  then  tilt 
the  entire  seat  up.  Sound 
compHcated?  It  is — so  kids 
just  climb  over  the  half-folded 
seat  in  their  rush  to  get  out. 
On  an  earlier  test  drive  of 
the  seven-passenger  Odyssey, 
with  the  three-person  middle 
seat,  I  found  the  rear  seat 
almost  unusable. 
CLOSE  CALL.  In  testing  con- 
trols and  switches,  I  disliked 
the  cramped  buttons  on  the 
Caravan's  cmise  control.  An- 
drew faulted  the  small  radio 
controls  on  the  Honda.  Both 
he  and  Marianne  noticed  less 
acceleration  in  the  Odyssey 
than  in  the  V-6s,  although  I 
thought  the  Honda  had  suffi- 
cient power.  Othei-wise,  said 
Andrew,  "I  was  struck  by 
how  basically  similar  all  three 
are.  They're  all  smooth-rid- 
ing, all  similar  in  size,  and  all 
have  the  same  feel 
on  the  road." 

None  of  our 
group  had  com- 
plaints about  road 
manners.  In  their 
ride  and  handling, 
all  three  vans  were 


relatively  car-like,  given  their 
substantial  size.  The  fact  that 
none  of  them  emerged  as  the 
undisputed  winner  is  a  sign 
of  how  close  the  competition 
is  these  days.  The  key  differ- 
ences seem  to  be  number  of 
doors,  engines,  and  seating 
arrangements,  followed  by 
the  option  lists. 

Finally,  interior  noise  on 
these  three  has  been  reduced 
considerably  compared  to  pri- 
or minivans.  This  can  be  a 
big  lielp  when  the  driver  and 
someone  in  the  rear  seat  are 
tiying  to  hold  a  conversation. 
On  the  other  hand,  it  can  be 
an  unfortunate  improvement 
when  road-weary  children 
launch  into  their  umpteenth 
verse  of  This  is  the  song  that 
never  ends.         Jim  Treece 
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GIRDING  FOR  THE 
SHOWROOM  SHOWDOWN 


Your  old  clunker  of  an 
automobile  has  final- 
ly succumbed,  so 
you're  about  to  take 

the  plunge  and  buy  a  new  set 
of  wheels.  But  it's  been  five 
years  since  you've  entered 
the  new-car  market,  and  the 
idea  of  dueling  against  some 
master  salesman- — yes,  still 
typically  a  male — is  rather 
intimidating. 

Rest  easy.  Nowadays,  you 
can  maix-h  into  a  showroom 
anned  with  gobs  of  informa- 
tion, much  of  which  wasn't 
I'eadily  available  the  last  time 
you  plunked  down  money  on 
a  car.  Before  talking  turkey, 
though.  Jack  Gilles,  author  of 
The  Car  Book  (HarperCollins, 
$12),  advises  that  customers 
consider  at  least  three  differ- 
ent cars  in  the  same  price 
range  and  vehicle  class.  "The 
biggest  mistake  we  make  is 
falling  in  love  with  a  particu- 
lar cai-  and  therefore  losing 
the  psychological  ability  to 
walk  away  from  a  bad  deal," 
he  says. 

NO  HURRY.  Next,  Gilles  be- 
lieves prospective  buyers 
should  take  each  car  for  a 
long  test  drive.  Go  on  the 
highway,  park  it  in  your 
garage,  put  things  in  the 
tnink,  and  get  an  overall  feel. 
By  taking  a  longer  trip,  you 


also  reduce  the  chances  that 
a  salesman  will  come  along 
for  the  ride  and  pressiu'e  you. 

Once  you're  happy  with 
the  car-,  you  can  get  down  to 
haggling.  Your  chief  objective 
is  to  find  out  what  the  dealer 
paid,  and  then  use 
that  as  a  refer- 
ence point  to  make  an  offer 
Dealer  cost  is  usually  ex- 
pressed as  the  invoice  price — 
a  figure  widely  available  in 
books,  at  credit  imions,  and  in 
pricing  summary  reports. 
These  include  reports  from 
AAA  (800  597-50.50,  $12  plus 
handling  for  the  first  vehicle, 
$6  for  each  additional).  Con- 
sumer Reports  (800  594-9245, 
$12  for  the  first,  then  $10), 
Autolntelligence  (800  445- 
6111,  $14,  then  $10),  and 
Car/Puter  (800  221-4001,  .$23 
for  the  first,  then  $16,  and 
$9). 

But  the  invoice  price 
rarely  reflects  a  dealer's  ac- 
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tual  cost,  because 
of  incentives  such 
as  factory-to-deal- 
er cash  payments 
that  are  made 
from  time  to  time 
on  certain  models. 
There  is  also  usu- 
ally a  holdback,  a 
concealed  profit — 
often  3%  on  do- 
mestic cars — that 
is  kept  by  the 
manufacturer  until 
the  car  is  sold. 

The  biweekly 
CcD'Deals  newslet- 
ter published  by 
the  Center  for  the  Study  of 
Sei-vices  in  Wasliington,  D.  C. 
(202  347-7283,  $4.50  per  is- 
sue) gives  infonnation  on  cur- 
rent rebates  and  incentives 
offered  on  new  models.  You 
can  also  order  CarDeals  or 
separate  price  reports  from 
the  Car  Price  Network  fax- 
back  service  at  800  227-3295. 
SLUMPS  HELP.  Wlienever  pos- 
sible, buyers  should  research 
the  business  and  automotive 
press  to  help  deteraiine  how 
well  a  car  is  sell- 
ing. Knowing  the 
market  can  help  you  bargain 
from  a  position  of  strength. 
"If  you  want  to  buy  a  Cara- 
van, walking  in  there  know- 
ing sales  are  down  22% 
[through  March]  this  year  is 
really  big  information,"  says 
W.  James  Bragg,  author  of 
In  the  Driver's  Seat  ($12, 
Random  House).  "They  need 
me  a  lot  more  than  I  need 
them."  Bragg's  Fighting 
Chance  car  reports  (800  288- 
1134,  $22.95  for  the  fii-st  ve- 
hicle, .$7  for  each  additional) 
include  buying  tips,  Cai-Deals, 
and  the  latest  inventoiy  data 
and  holdbacks. 

Tl/e  Ar)))Chair  Compare 


Report  from  IntelliC  i 
(800  227-2665,  $19.95),  i 
you  scrutinize  two  cai 
once  and  includes  custor  ; 
five-year  ownership  cost  i 
jections  that  factor  in  d\ 
ciation,  insurance,  rei; 
and  other  variables, 
checking  out  several  ml 
can  consult  IntelliChoice'l 
Complete  Car  Cost 
($45),  a  comprehensive 
ence  work  that  can  be 
in  many  libraries. 

New-car  summariesi 
free  for  members  of 
Vantage  (800  999-4CAR| 
a  year  or  $1  for  a  tf 
month  trial  through 
online  sei"vices).  Member 
also  put  in  touch  with  de 
who  have  agi'eed  to  sell 
car    at    a  prenegot^ 
markup.  Even  if  you 
want  to  buy  through 
dealei',  you  can  use  the 
as  a  bai'gaining  chip  ir| 
other  shoviToom. 

Indeed,  Robert  Ki-uj 
who  heads  CarBargair 
buying  service  run  by| 
same  outfit  that  publif 
CarDeals,  advises  consul 
to  pit  one  dealer  agains] 
other  by  giving  each  a  s| 
shot  at  producing  the  bea 
fer  above  or  below  thi 
voice  price.  He  advises 
you  make  them  show  yoij 
invoice.  Customers  who  i 
want  to  dicker  on  their 
can  hire  CarBargains 
475-7283)  to  fetch  the 
prices.  For  $135,  the  sei 
solicits  five  or  more  comi 
tive  blind  bids  from  del 
ships  in  your  ai-ea.  The  dl 
side:  The  dealer  with! 
lowest  bid  may  not  have 
precise  car  you  are  loo| 
for  on  his  lot.  So  you 
end  up  sparring  with  a  d^ 
after  all.  Edward 


Six  Steps 
Toward 
Sales  Floor 
Savvy 

DATA:  BUSINESS  WEEK 
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.model.  Consider  at  least  three 
cars  m  the  same  vehicle  class  so 
you  can  walk  away  from  a  bad 
deal. 

2 Take  a  lengthy  test  drive  with 
each  car. 

3 Find  out  the  dealer  cost  or  in- 
voice price  from  information 
sources  such  as  Consumer  Re- 
ports New  Car  Price  Service. 


4 Consult  the  CarDeals  newslel 
ter  to  find  out  factory-to-dea| 
or  other  incentives. 

5 Look  up  articles  in  the  trade] 
and  business  press  to  deter- 
mine how  well  a  model  is  sellini 
and  whether  there  have  been 
quality  problems. 

6 Tell  dealers  you  are  pitting  oil 
against  another.  Give  each  orf 
chance  to  offer  the  best  bid. 
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;i  mO-8-TARGET 

1-800-882-7438) 
more  details  and  a 
X  C-PHONE  video. 


What  are  the  movers  and  shakers  of  the  '90s 
reading  to  keep  their  edge?  Faces.  In  living  color.  In 
the  next  building  or  three  time  zones  av/ay. 

The  pov^er  of  meeting  face-to-face  has  no  equal. 
Neither  does  C-PHONE®  —  the  first  desktop  video 
conferencing  system  to  deliver  full-screen,  full- 
motion  TV-quality  images  and  audio  from  the  PC  on 
your  desk. 


It's  more  than  a  communications  edge.  C-PHONE 
is  the  power  to  seize  the  moment.  To  act  decisively.  To 
close  the  deal.  And  close  out  the  competition. 

All  the  v^hile  making  your  necessa7  travel  more 
strategic  and  productive.  Call  l-8nO-8-TARGET  today. 
It'll  change  your  future  in  the  blink  of  an  eye. 

Q  C-PHONE 


With  v 


SI   a   N  c 


M     E    S  P    a    W    E  R 


BWE5' 


Because  You  Need  Much  More  Til 


I 


L 


It  Better  Be  Bell 


I 


A  Bell  helicopter  is  much  more  than  an  aircraft.  It's  everything  Bell  Helicopter  stands  for.  An  uneqiii 
reputation  for  reliability.  The  best  training  and  the  largest  support  network  in  the  world.  A  proud  he 
of  producing  only  the  highest-quality  helicopters.  And  an  exciting  new  vision 
for        ^Ik.   the  future  of  vertical-lift  aviation.  ♦  While  investing  in  anv 
vertical  lift  aircraft  gives  you  better  control  of  your  time,  Bell 

gives  you  better  control  of  your  budget,  as  well.  Our  ships  have  the  lowest  overall  ^ 

^  ting  costs  in  their  weight  classes  and  the  industry's  highest  resale  val 


vraft  From  A  Helicopter  Company, 


)T  time-tested  durability,  look  to  Bell.  With  four  times  as  many  helicopters  flying  as  our  nearest  competitor, 
has  earned  its  reputation  as  the  maker  of  the  world's  safest  and  most  reliable  helicopters.  ♦  From  the 
47,  which  pioneered  commercial  helicopter  operations  in  1946,  to  our  advanced  tiltrotor  technology  - 
y  aircraft  we  produce  reflects  a  clear  vision  of  how  business  will  be  done  in  the  future.  The  Bell  230  and 
.-4,  already  in  production,  are  the  beginning  of  an  expanded  product  line  of  more  powerful,  more 
ble  rotorcraft  designed  for  21st  century  missions.  ♦  So,  when  you  need  a  helicopter,  look  at  our  aircraft. 

a  look  beyond.  And  you'll  see  why  It  Better  Be  Bell.  Bcll  HeliCOpter|j^Jlii^ 

A  Subsidiary  ot  Textron  Inc 

Box  482  •  Fort  Worth,  Texas  76101  •  FAX;  (817)  280-3631  •  For  further  information,  call  1-800-FLY-BELL. 


Personal  Business 


LUXURY  THAT  WON'T 
BANKRUPT  YOU 


As  the  market  for 
true  luxury  cars  stag- 
nates, auto  makers 
are  focusing  on  the 

growing  midrange  of  near- 
luxury  cars  that  sell  for 
$25,000  to  $35,000.  Two  im- 
pressive all-new 
models  arrive  this 
month.  Infiniti's  130  sedan  is 
a  dressed-to-the-nines  ver- 
sion of  Nissan's  Maxima, 
bridging  the  gap  between 
the  $22,875  Infiniti  G20  and 
the  sleek  $38,550  J30.  Acura's 
new  TL  series  has  no  counter- 
part in  parent  Honda's  lineup. 
Instead,  it  replaces  the  Acu- 
ra  Vigor,  positioned  between 
the  sporty  $15,700  Integra 
and  the  $36,100  Legend. 

While  no  head-turners 
these — both  hew  to  the  con- 
servative Japanese  rounded- 
off  look — there  are  some  nice 
touches.  Foi'  the  130,  Nissan 
designers  smoothed  the  Max- 
ima's front  and  rear  and  add- 
ed a  foiTnal  giille  that  evokes 
the  Q45,  Infiniti's  flagship. 
The  similarities  don't  end 
there:  An  aluminum  V-6  pro- 
vides the  same  (luick  accel- 
eration, and  precise  steering 
and  an  agile  suspension  keep 
the  driver  firmly  in  touch 
with  the  road.  I  found  Infini- 
ti's touring  version,  the  I30t, 
with  its  stiffer  suspension  and 
shocks,  a  bit  jittery  on  some 
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surfaces,  particularly  con- 
crete. The  car  will  start  at 
just  under  $29,000  when  it 
hits  showTooms  at  the  end  of 
the  month,  and  the  fully 
equipped  I30t  will  top  out 
just  shy  of  $34,000. 

With  its  new  TL  cars,  Acu- 
I'a  is  emphasizing  the  brand 
rather  than  indi- 
vidual models  by 
ch'opping  names  in  favor  of  al- 
phaniunencs — the  Integra  and 
Legend  will  also  be  rebadged 
when  they  are  replaced.  The 
2.5TL,  with  an  in-line  five-cyl- 
indei'  engine,  staits  at  $27,900 
and  is  available  now.  A  V-6 
version,  the  3.2TL,  will  range 
fi-om  $32,950  to  $35,500  when 
it  arrives  in  July.  The  two 
Acuras,  with  softer  suspen- 
sions and  too  much  power-as- 
sist in  the  steeling  at  lower 
speeds,  don't  relay  as  sporty  a 
feel  as  the  Infiniti,  but  the 
well-mannered  pair  are  bet- 
ter at  isolating  occupants  from 
the  road.  Their  cabins  are 
freer  of  extraneous  sounds, 
such  as  wind  noise,  though 
the  smaller  engine  tends  to 
roar  when  pushed. 

But  for  this  market,  it's 
the  interiors  that 
really  matter,  the 

INFINITI  130 

Interior 

appointments  have 
an  edge  over  the  Acura's 


ACURA3.2TL 

Its  V-6  gives  it  punch,  its 
soft-sprung  suspension 
gives  it  padding 

countless  features  that  pam- 
per These  cars  have  gener- 
ous headroom  and  reai-seat 
legroom,  intuitive  in- 
strament  panels,  and 
enough  of  a  sense 
of  luxury  to  distin- 
guish them  from 
down-market  kin. 
Wliile  both  the  Infini- 
ti and  the  Acuras  offer  the 
I'equisite  wood  trim — though 
still  simulated  at  these  pric- 
es— the  Infiniti  holds  the  edge 
in  the  details.  Its  woodgi-ain 
ashti'ay  and  storage  compart- 
ments, for  example,  glide  open 
at  the  touch  of  a  finger,  com- 
pared with  Acura's  conven- 
tional spiing-loaded  plastic  Ud. 
I  found  Acura's  dash-mounted 
clock  and  hazard-light  cluster' 
particulariy  jarring  to  the 
senses,  especially  the  cheap 
plastic  door  over  the  clock 
contr-ols.  Some  130  versions 
featur*e  HomeLink,  thr-ee  tiny 
buttons  on  the  driver-'s  visor 
that  can  be  programmed  to 
open  gar-age  and  estate  doors, 
tur-n  on  the  house  lights,  or- 
do  other  tasks  that  use  a 
r-adio-fi'equency  tr'ansmitter-. 
RED  VELVET.  By  and  lar-ge,  the 
Japanese  still  haven't  figured 
out  what  to  offer  the  increas- 
ingly pr'evalent  nonsmoking 
American  driver-.  Acur-a  ash- 
trays, which  sit  just  to  the 
right  of  the  cigar'ette  lighter, 
come  with  a  r-emovable  r"ed- 
velvet  liner  stamped  "coin 
holder-"  and  "no  smoking"  in 
gold.  Infiniti  leaves  the  ash- 
tray intact  but  makes  the 


lighter-  an  option.  Insteac: 
receptacle,  cover-ed  wi 
plug  that  says  "12V  DC, 
comes  an  outlet  for  such 
tronic  gizmos  as  port 
phones  and  r-adar  detec 
Both  should  lear-n  fi-om 
General  Motors  and  m|i 
models  whose  ashtrays 
vert  to  cup  holders  \ 
they're  not  needed. 

Speaking  of  cup  hoi 
both  companies  thought  i 
recess  them  in  the  center  . 
sole  between  the  passe: 
r-ather-  than  r-esoiting  ti 
usual  contraptions  that 
out  fi-om  the  dash — r-end^ 
r-adio  and  temperature 
trols  inaccessible.  The  A 


Other  Midran, 
Luxury  Choio 


MODEL 

LEXUS  ES300  31  ^ 

BMW  3251  sT  5 

iviERCMs'C22d  30 
iviAZDAM^LLENIA 
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*  Base  models,  excluding  destination 

charges  DATA;BUSINE5  E 

ar-e  designed  to  accommc  5 
a  variety  of  sizes,  whik  i 
Infiniti's  should  be  mor-e  t 
called  can  holders. 

Despite  styling  that  t  i 
towar-d  the  ho-hum,  ther  > 
lot  of  value  iiere.  Thest  L 
both  well-bred,  well  built  3 
cles,  and  even  the  base  m  t 
are  jam-packed  with  lu  c 
cues  and  amenities  at  f 
not  that  far-  above  more  i  r 
str-eam  sedans.  They  can  i 
raise  the  ante  for-  carm;  i 
who  aspire  to  the  mid 
class.         Lany  Arms. 


Personal  Business 


THE  SMART  CARS 
AHEAD 


When  it  comes  to 

dreaming  up  features 

and  gadgets  to  tickle 

the  fancy  of  auto  buy- 
ers, no  idea  is  too  high- 
tech— or  low-tech — for  car- 
makers. And  the  latest  crop 
of  what  Detroit  likes  to  call 
"surprise-and-delight  fea- 
tures" runs  the  gamut. 

In  the  ingenious-but-sim- 
ple category,  there's  the  ping- 
pong  ball  in  the  gas  tank  of 
the  1995  Chevrolet  Lumina. 
This  simple  device  stops  pes- 
ky gasohne  splash-back  when 
you're  filling  your  tank.  When 
you're  done  pumping  gas,  the 
ball  bobs  up  to  seal  the  open- 
ing. Chiysler  had  the  inspira- 
tion to  add  a  narrow  heating 
band  to  the  ft-ont  windshield 
of  its  new  1996  minivans. 
That's  to  keep  the  wipers 
from  freezing  to  the  glass  in 
a  winter  storm — ^just  when 
you  need  them  most. 

At  the  other  end  of  the 
spectrum  are  satellite-linked 
navigation  systems  with  me- 
chanical voices  that  can 
direct  you  to  unfamiliar  des- 
tinations. The  Guidestar 
navigator  made  by  Rockwell 
International  appears  on 
some  1995  Oldsmobile 
Eighty-Eight  sedans  as  a 
$2,000  option  in  California 
and  several  other  states.  Vol- 
vo's DynagTiide  Info  System 
adds  the  latest  traffic  re- 
ports. Dynaguide  goes  on 
sale  in  Europe  later  this 
year,  but  won't  be  available 
in  the  U.  S.  until  federal  reg- 
ulations on  telecommunica- 
tions are  set,  Volvo  says. 
PAL  IN  TEXAS.  Or  how  about 
the  cellular  phone  that  dials 
911  or  roadside  assistance  for 
you  in  an  emergency,  then 
uses  satellite  information  to 
tell  rescuers  your  location? 
Lincoln's  Remote  Emergen- 
cy Satellite  Cellular  Unit 
(rescu)  will  be  available  on 
the  1996  Continental  luxury 


will  one  day  be  available. 

Other  auto  gizmos  are 
aimed  at  easing  the  irrita- 
tions of  everyday  life.  Your 
array  of  home  electron- 
ics can  be,  operated  by 
a  single,  universal  re- 


sedan  for  an  as-yet  undis- 
closed price.  Pressing  one  of 
two  emergency  buttons 
marked  by  either  an  ambu- 
lance or  a  tow  truck  icon  will 
alert  a  response  center  (that 
happens  to  be  in  Texas)  to 
notify  the  nearest 
pohce,  fire,  or 
medical  unit,  or  summon  a 
tow  truck  anywhere  in  the 
U.  S.  that  has  cellular  service. 
Meanwhile,  the  response  cen- 
ter's staff  will  stay  in  touch 
with  the  motorist  until  help 
arrives.  The  system  can  also 
notify  a  previously  designated 
list  of  family  or  friends. 
Thanks  to  technology  from 
TRW,  a  similar  "Mayday"  sys- 
tem that  automatically  alerts 
emergency  crews  when  the 
car's  air  bags  deploy  or  its 
crash  sensors  are  triggered 
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mote.  Why  not  do  the  same 
from  your  car?  The  Home- 
Link  transmitter,  which  op- 
erates three  electronic  devic- 
es— the  garage  door  opener 
would  be  an  obvious  candi- 
date— comes  standard  in  the 
driver's  visor  of 
the  Mitsubishi 
Galant  LS  sedan,  and  is  fea- 
tured on  some  versions  of 
the  new  Infiniti  130  luxury 
sedan.  Most  Infinitis  also 
come  with  a  standard  key- 
less entry  fob  that  not  only 
lets  you  open  your  car  doors 
by  remote  control  but,  if 
pushed  and  held,  will  also  roll 
down  the  windows — handy  in 
warm  climates. 

Engineers  also  want  to 
make  it  easier  to  get  into  and 
out  of  cars.  Johnson  Controls 
has  taken  it  upon  itself  to  de- 


Your  mate  says:  "Trust  me, 
left  at  the  light."  Now,  you 
can  get  a  second  opinion 


tik 


sign  a  "drop  bolster"  th;  a 
tomatically  lowers  the 
edge  closest  to  the  door 
that  door  is  opened.  The 
pany  hopes  the  feature 
yet  available,  will  appe 
older  buyers  and  worn 
tight  skirts. 

BACK  RUBS,  TOO.  Heac 

are  supposed  to  prote< 
cupants  from  whiplash 
they  only  work  if  th 
properly  adjusted.  Lear 
ing  soon  hopes  to  be  sel 
four-way  power  headres 
uses  ultrasonic  sensors  i 
termine  the  position  of. 
head  and  adjust  the  hjj 
of  the  headrest  every  ij- 
the  engine  starts.  \4i 
meanwhile,  is  testing  a 
seat  that  uses  a  back-m^'^ 
ing  device  developed  b  ™' 
gomedics.  The  BackC 
moves   a   lumbar  su 
slowly  out  and  back  to  j 
work  the  spine  and  r( 
back  fatigue.  Ergomedi(  =»F 
pects  the  device  will  be 
able  on  at  least  one  v 
by  the  1997  model  year, 
ably  for  $200  to  $300  fo: 
front  seats. 

To  help  drivers  andp^sli 
sengers  breathe  easier, 
cy  air  filter  is  standa: 
Ford's   1995  Contour 
Mercury  Mystique  coi  Kca 
sedans.  The  MicronAiifcin 
tem  filters  out  pollen, 
and  other  tiny  airborn< 
tants.  To  protect  car 
pants  ft-om  dangerous  ; 
when  stuck  in  traffic 
tunnel,  Robert  Bosch  io: 
hopes  to  sell  its  newB* 
tronic  sensor:  When  th«; 
tem  sniffs  air  poUutiolj 
tering  a  vehicle,  it  swm 
to  air  recirculation.  f 

Meanwhile,  Bosch  sel 
reason  why  a  few  rain| 
should  distract  a  drive 
tention.  The  company  h.j 
vised  a  system,  not  y 
the  market,  that  automi 
ly  turns  on  the  windfl 
wipers  and  closes  the  si 
at  the  fii-st  sprinklings 
or  fu'st  flakes  of  snow, 
it  adjusts  wiper  speed 
amount  of  moisture.  Aj 
rate,  how  long  will  it  l 
fore  engineers  manage  i 
sign  a  car  that  can 
itself?        Kathleen  K 


mile, 


fell 
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m  COMES 

[E  SECONDHAIVD  LEASE 


ms  bound  to  hap- 
:  The  auto  leasing 
m  has  begun  to 
1  over  on  to  used- 

lots.  With 
it  2  million 

and  three-year-old  ve- 
s  coming  off  lease  this 

some  auto  makers  are 
king  up  leasing  pro- 
is  to  help  unload  them, 
ake  the  cars  more  allur- 
;hey're  offering  extend- 
'arranties  and  roadside 
tance.  Some  have  even 
ed  subsidizing  leases  to 
en  monthly  payments. 
'  course,  buying  is  still 
iheapest  option  over  the 

haul.  Leasing  a  1992 
.s  LS400  for  three  years, 

purchasing  it  over  the 
two,  costs  roughly  $700 

than  simply  taking  out 
i-year  loan.  Most  people, 
iwhile,  don't  even  pur- 
!  the  leased  cai;  and  they 
ip  owning  nothing.  So  if 
irive  cars  until  they  fall 
;,  you're  better  off  buy- 
Likewise,  if  you  drive 
:  than  average,  steer 
:  Most  leases  charge  pre- 
is  of  10(2  or  150  for 
f  mile  over  15,000 
ir. 

)N  RELIEF.  Still, 

ig  may  have  big 
i\  for  some.  It  lets 
Irive  a  fancier  car, 
the  payments  are 
lly  lower.  It's  also 
ctive  to  those  who 
pony  up  the  typi- 
)%  used-car  dowm- 
lent — or  who 
1  rather  spend  the 
?y  elsewhere, 
's  even  truer  now 
some  carmakers 
refurbishing  used 
and  offering  ex- 
id  waiTanties  that 
c  those  of  new 
lis.  Such  steps  re- 
!  some  of  the  risk 
(lechanical  prob- 
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lems.  Best  of  all,  if  the  car 
turns  into  a  repair  headache, 
you  can  walk  away  at  the 
end  of  the  lease. 

So  far,  pricey  bi'ands  such 
as  Jaguar  and  Lexus  have 
pushed  hardest 
into  used-car  leas- 
ing, but  more  prosaic  mar- 
ques such  as  Ford  are  test- 
marketing  progi'ams  to  help 
move  the  metal,  too.  As  the 
number  of  used  cars 
coming  off  lease  con- 
tinues to  gi'ow,  expect 
a  spate  of  attractive 
promotions. 

Ti'ead  carefully, 
though.  For  starters, 
leasing  a  used  car  or 
truck  can  be  nearly  as 
expensive  as  choosing 


are  close  to  new-car  deals,  so 
often  your  best  bet  is  cars  at 
least  four  years  old. 

That  said,  there  are  still 
good  deals  to  be  had.  In  par- 
ticular, luxury-car  makers, 
who  must  unload  a  flood  of 
cars  coming  off  their  first 
lease  this  year,  are  worth 
checking  out.  You  can  lease 
a  1992  Lex-US  LS400  for  thi-ee 
years  for  $600  a  month,  vs. 
$850  a  month  for  the  new,  re- 
designed '95.  Be  sui"e  the  car 
is  a  "certified  pre-owned" 
Lexus.  That  designates  a  car 
that  has  been  refurbished, 
has  passed  a  rigorous  inspec- 
tion, and  is  backed  by  a  fac- 


Used  vs.  New 


USED 1S32 
TOYOTA  CAMRY 

NEW  1995 
CAMRY 

STICKER 

$14,000 

$20,000 

TERM 

36  months 

36  months 

DOWNPAYMENT 

none 

none 

MONTHLY  PAYMENTS  $220 

$299 

TOTAL  PAYMENTS 

$7,920 

$10,764 

DATA:  WORLD  OMNI  FINANCIAL  CORP. 

designate  a  special  deal.  Mer- 
cedes offei-s  interest  rates  as 
much  as  2.5  points  lower  on 
Encore  leases  than  on  oth- 
ers. A  48-month  Encore  lease 
for  a  1990  300SEL  runs 
about  $545  a  month  with  no 
downpayment,  $50  less  than  a 
non-Encore  lease,  says  Garth 
Blumenthal,  general  manag- 
er of  Fletcher  Jones  Motor- 
cars in  New]30rt  Beach,  Calif. 
AEROSTAR  WARS.  For  now, 
good  lease  deals  are  tougher 
to  find  on  more  mainstream 
wheels.  Watch  the  ads.  You 
could  get  lucky  if  supplies  of 
a  vehicle  balloon.  Last  year. 
Ford  tested  a  used-car  leas- 
ing program  with 
rates  as  much  as  three 
points  below  the  8% 
average.  The  result: 
Folks  could  lease  a 
two-year-old  Aerostar 
minivan  for  $260  a 


vs.  $325  a  month  to 
buy   one   over  four. 


a  new  one.  A  typic 

1992  Mercedes  'SOOE  TOTAL  PAYMENTS  _  $7,920  _  _$10,764_  ese  models,  such  as  a 
goes  for  about  $600  a  data'worldmVfina'nciaImrp'  Toyota    Camry,  can 

month  on  a  four-year  make  sense  because 

lease — the  same  price  as  leas-    tory  warranty  for  an  addi-    their  low  depreciation  rates 


mg  a  new  1995  E320.  That's 
because  Mei-cedes  figures  the 
'92  will  depreciate  by  about 
the  same  dollar  amount  over 
four  years  as  the  new  ver- 
sion. Obviously,  in  such 
instances,  you  may  as  well 
chive  the  new  one.  Leases  for 
late-model  luxury  cars  often 


tory  warranty  for  an  addi- 
tional two  years,  or  up  to  six 
years  and  70,000  miles.  And 
you  can  receive  service  at 
any  Lexus  dealer. 

Carmakers  have  various 
names  for  theii-  programs.  At 
Mercedes,  it's  called  Encore 
Lease,  and  at  Jaguar,  Select 
Edition.  Sometimes  such  tags 


T 


0 


T 


N 


U 


help  cut  payments. 

Before  you  sign  on  the 
dotted  line,  check  behind  the 
monthly  payment  to  be  sure 
you're  getting  a  fair  shake. 
Compare  the  car's  price,  or 
"capitalized  cost"  in  lease- 
speak,  with  an  independent 
source  such  as  the  National 
Automobile  Dealers 
Assn.'s  Official  Used 
Car  Guide,  available  at 
banks  and  many  li- 
braries. Then,  fiiid  out 
the  "residual  value,"  or 
the  estimated  value  of 
the  car  at  the  end  of 
the  lease  you're  being 
offered  and  compare 
that  with  the  Automo- 
tive Lease  Guide  (813 
791-4955,  $12.50  an  is- 
sue). If  the  salesperson 
refuses  to  give  you 
that  info,  you're  proba- 
bly being  overcharged. 
If  the  math  adds  up, 
though,  slide  behind 
the  wheel  and  take 
your  used  dreamboat 
for  a  shakedown 
cruise.  David  Woodruff 


FOR  AO  RATES  ANO  INFORMATION 

PHONE:  (312)  464  0500 
FAX;  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  201 
CHICAGO,  11  60611 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  U  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

1  Ay  *i\f  Programmed  to 
Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212BoylsionSt.  #120 
Cheslnul  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Travel  Abroad  with  a  PC  ft 
fax/modem? 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWnler  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstation;  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 

Phone;  205/591-4747  Fax;  205/591-1108 
800/638-4833  •  E-mall  sales@da5tier.com 


Investment  Services 


Growling  bear 
eating  your 
investments? 

Protect  yourself.  Read 
the  Agressive  Investor 

Three  months  $  55 
One  year  $  195 
The  Agressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Time  the  S&P 

2500%  -t-  return  Since  1-2-92 
Free  Trial  Month 

Nightly  fax  updates  of  signals 

Phone  512/450-1378 
Fax  512/323-6684 


Sports  Equipment 


Cheat 
At  Tennis 


,4- 


Itknnis  Ti  T()r|  Your  Own 
Portable 
«|"  Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Office  Supplies/Equipment 


America's  Lowest  Priced  MlIOIJSAIJj 
Office  Supplies  Direct  toYou~Cml^W^ 


3|y|  Highland 

  Brdnd 

Note  Pad 


•  3  "  V  .V 
• ^eUow 


#6519  EA 


(rtnuim-  HP 
Hiyh  Capacity 
InLIfl  (  artndtjf 
■  Fits  IK^k.Kl,  IKskW  nlir 
and  miAl  fa\es  •  Blat  k 


#51626A 


EA 


mm 


l.asfr  Paper 
•  li  111.  E\tra  .Smooth 
Surface  -  [fox  of  500 


#12005 


$C44 
3  B 


!>ata  Cartridges 

•  120MB 
•  llnfomiatted 


#DC2120 


You  simply  won't  tlnd  lower  paces  on  bRind  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,700  ditTerent  items,  same-day  shipping,  and  all  at  pnces  you 
have  to  see  to  believe.  We  guarantee  it.  .or  y/c  back  on  your  purchase'  Call  for  details 
and  your  fxee  catalog.  1.800-962-9162 


Education/Instruction 


No-Classroom  College  Decree! 


C^atn  your  tno-classroom  college  degree  in 
<o  Business,  Liberal  Arts,  or  Nursing  using 
Moore's  successfully  refined  study  program, 

Choose  from  three  nationally  accredited 
universities   Interest-free  financing  available. 
CALL  NOW  FOR  MORE  INFORMATIONt 


i202  HehiMl  BlvJ 
Nashville.  TN  miZ-tOOb 


1-800-737-2222 


BACHELOR,  MASTER,  DOCTORATE 

I  A  DEGREE  Use  your  past  experience  as 
I  credit  toward  your  degree  No  classes,  seminars 
I  or  on-campus  attendance  Studies  build  upon 
your  experience  Self-paced  •  Send  Resume 
For  No  Cost  Evaluation 

(800)  240-6757 

6400  Uplown  Bli/d  NE 
Suile  398-W, 

Dept  46 

Nev;  Mexico  37110  U  S  A 


FREE  VIDEO 


EXTERNAL  DEGREES 

B/V/BS  rviS/MBA  PhD/JD 
I  Credit  for  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


Business  Services 


OUTSELL  YOUR  COMPETITION! 
DAZZLE  YOUR  AUDIENCE! 


Astounding  Custom  Business 
Presenlolions.  wilh  Mullimedia.  tor 
Selling.  Markeling  and  Training! 

For  Design,  Production  &  Consulting  Coll' 

800.546.9666 


CONSIDERING  GOING  OFFSHORE? 

For  FREE  INFORMATION  on  Offshore  Asset 
Protection  Strategies.  Offshore  Trusts, 
International  Business  Corporations, 
International  Banking  and  Investing,  Dual 
Citizenships  and  International  Venture 
Capital  Development,  Plus  Individual 
Business  Opportunities  in  Offshore 
Consulting,  Call  FFC,  Inc.,  ) -800/633-2462 
|FFC,  Inc  .  IS  NOT  a  legal,  accounting  or  financial 
planning  firm,  and  does  not  give  ttiis  type  ot  advice 
See  your  licensed  professional ) 


RESEARCH  REPORTS 

19.850  academic  topics  available' 
Send  $2  00  for  the  290-page  catalog 
Custom-written  reportsalsoavailable 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  .  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


International  M 


Somerset  School  of  Management  p;'i 
the  focus  for  courses  leading  to  dejci 
awarded  from  Brussels.  ProspecU 

Sctiool  of  Management 
llminster,  Somerset  TA 19  OYA,  E 
Tel:+44  146077745Fax:+44 


MBA  BY  Distance  Leu 


Major  British  iiniversily  otters  accredited 
Baclieiof's  or  GMAT  needed  Chosen  by  Ei 
Inlelliqence  Unit  as  one  of  wiorld's  best  MBA  pi 


HERIOT-WAn  UNIVERSITY  I  (800)  MB/ 
North  American  Distributor  I  '«»  Ask  for 
6921  Stockton  St,  Suite  2.  El  Cerrito.  CA ! 
For  immeiliate  FaxBack  literature:  froij 
tax  machine's  phone,  call  (510)  486 


i.S.  8M.BA.  inBusiness  PUArvl 

•  B.S.  in  Enyironmental  Sludies  LnnUI 

•  M.S  in  Management/  jjr 
Environmenlal  Sludies  ^^'■^ 

•  Approved  for  luilion 


i 


reimbursement  by  ma|or  companies. 
For  a  free  catalogue  call  1-800-767I 


University  Degr 


Approved  Self  Paced  Home  i 
Associate  Bachelors  Masters  C:' 

Business  Admin.  Public  Admin,  . 
Care  Admin,  Human  Resources  Fr 
nternational  Business.  Tech  fvign  i 
Paralegal,  Psychology,  Computer 
(800)477-2254  (24  hrs) 
SoutKern  California  Unlvers' 
for  Professional  Studies 
1840  E.  17  St-BW.  Santa  Ana  CA2- 


Cable  TV 


^  ELRfRONICS 

■  Cable  TV  Converte 
&  Accessories 

|For  information  /  Catalog  /  On 

1-800-729-177 


Seminars  , 

21  ST  CENTURY  i|  ^" 
SALES,  PROMOTIO'frWi 
MARKETING  TECHNIlJt*" 
THAT  WILL  SKYROCE;^"^ 
YOUR  BUSINESS  l 
For  FREE  informat4*iioi 
Call:  1-800-806-6^:^! 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60811 


Real  Estate 


Prestigious  Nine  Bar  Ranch  For  Sale 


I  ly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
4  ide  Houston,  Texas  •  Renowned  International  Reputation  •  Excellent 
1  way  Frontage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
j  II  &  Amenities  •  Never  Before  on  Market  •  Brochure  Available  •  Contact 
lifer  L.H.  Myers  Tel:  713/840-8853  or  713/870-8488  Fax:  713/840-8854 


A.  L.  Salley  Realty 

fspecialfiing  in  preeligious  farm  X  ranch  properties 


Computer  Software 


EE  EDI  SYSTEM 


tSDSand  n-tf  iv.-  a  f-n-.^ -'I'tTsoiuil  K!  )l 
ieni"  &  our  EDI  S  dutions  For  Business 
xliure.  See  how  Unisys  EaDlplus  c£in 
ve  virtually  all  cispects  of  your  business 


ructured  Data 

lems  today: 


404^47-0096 

exi  255 


Tiited  supply.  Offer  expires  withoL  '  notice 


Art/Collectibles 


FREE  GUIDE  TO  FINE  ART 
INVESTING  IN  THE  90'S 


All  you  need  to  know! 
From  buying  to  selling  and 
building  a  collection  for 
capital  gain. 

Call:  1-800-REAL-ART 
1-800-732-5278 


Business  Opportunities 


SULTANTS/TRAINERS 

national  firm  expanding  in 
JS  needs  independent 
isultants  and  trainers  to 
resent  our  company.  We 
some  of  the  finest  human 
■esource  development 
rams  available  today.  Very 
'  ligh  income  potential. 
i  isive  training  and  support. 
)  nagement,  marketing,  or 
^  uiting  experience  helpful. 
,  I  resume  or  brief  personal 
I        history  to: 
(  Resource  Associates 
i  Corporation 
!  .  Engle,  VP  Development 
,  Department  WB495C 
)0  Kachel  Blvd.,  #150E 
Reading,  PA  19607 
j      (800)  799-6227 
!  FAX:  (610)  856-5918 


Business  Services 


SFY  YOUR  CUSTOMERS 
IVATE  YOUR  EMPLOYEES 

rsations  with  Our  Cuslomers^^ 
inique  video  program  custom- 
sd  for  your  business  to  educate 

motivate  your  employees  to 
spend  to  customer  needs  ... 
;  continuous  improvements  in 

customer  satisfaction  ... 
ind  keep  you  ahead  of  the 

competition! 
aformation/FREE  Brochure 

CALL  800-688-2962 


REPRESENTATIVES 

NEEDED. . . 

tor  exciting  new,  environmentally 
safe  cleaning  system.  Featured  on 
the  Discovery  Channel.  Marketing 
program  offers  superior  earnings, 
great  opportunity! 

For  FREE  video  and  information 
Contact  Lisa:  1-800/626-0885 
Robby  Vapor  Systems 


INCORPORATE 


Tax-Free  Nevada  Corporations 
Wyoming  Corporations  8 
Limited  Liabrlily  Companies 
Tax  Savings  •  Privacy 

Asset  Protection 
24hr  Rush  Servicer    FAX  702  329-0852 
Free  Info  Packet  1-800-638-2320 

1-800-NEVADA-O  Ext.380 


NEVADA  •  WYOMING 


mff  coRPOR.vrK 

I  SERVICE 
M&CF.NTFR 

1280  Terminal  Way.lt3 
Reno.  NV  89502 


EASY  WORK! 
EXCELLENT  PAY! 

Assemble  Products 
at  Home 

Call  Toll  Free 
1-800/467-5566  EXT.  3281 


Financial  Planning 


FREE  LIVING  TRUST  REPORT! 


4  Costly  Flaws  of  a 

Discover  ihe  differences  between  a  Will  & 
Living  Trust,  plus  how  to  avoid  probate 
Send  a  .^2c  self-addressed  envelope  to 
National  Living  Trust  News  Bureau 
3000  Ocean  Park  Blvd.  #1070,  Dept.  1 
Santa  Monica,  CA  90405 


Golf  Products/Accessories 


GOLFER'S  JOURNAL  from  GOLF  DIGEST 

Track  each  round  shot-by-shot,  pinpoint  strengths 
and  weaknesses.  Lower  your  score  with  tips  and  in- 
struction from  PGA  Pros:  Price,  Kite,  etc.,hf'ndicap 
section  and  more.  Great  to  plan  and  record  rounds 
when  traveling.  Quality  gift  for  business  clients/ 
outings.  Green  genuine  leather,  color  photos,  160 
gilded  pages,  3-1/8"  x6",  $19.95  -f  Shp.,  $3.95  (US) 
$7  95  (CAN)  ORDER  BY  CREDIT  CARD  1-800-862-0557 


Golf  Schools 


Golf  Is  Good  Business 
Better  Golf  Is  Better  Business 

The  Amelia  Island  Plantation  Golf  School 

For  information/free  brochure 

Call:  1-800/874-6878  •  Fax:  904/277-5950 


Golf/Travel 


1995  Maui  Golf  Guide 


Portable  Software  Travel  Guide 
•  Multimedia  I4-course  tour 


1^ 

§  1-80 


•  Expert  Hole-By-ttole  Strategy 
•Full  Color  Photos  of  Best  Holes 

•  V'l"  Diskettes-  No  CD-ROM  Required 

•  MS-Windows  or  Mar 


$29.95 
3-580-5050 


1  cut  DCS 


Corporate  Gifts 


Coffee  Mugs  $.98 

High  Quality  Logo  Items 
Promote  Your  Business 


Heavyweight  Cotton  T's  144  $  4  35 
Bic  Clic  Stic  Pens  500   $  .56 

Golf  Shirts,  Cotton  Embr     144  $11.85 

 We  Supply  Fortune  500  Companies 


CaU  CREATIVE  IlfFLUEACE  today 
800  722-IDEA  (4332) 


Menswear/Fashion 


MEN*S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  and  quality 
Send  for  FREE 
CATALOG 


The  Widest  Seleclion  ol  lite  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES.  INC 

Dept.  55  E  Hingham,  MA  02043 


Books 


✓  Save  $$  ✓  Slash  Taxes! 
l^End  "Employee  Problems!"  I 
I    ✓  Improve  Productivity  | 


Replace  Employees  With 
Independent  Contractors! 


1-800-486-3033 
■      r.g1Hfflid:ldJ.HCTHl  ■ 

Corporate  Gifts 


Build  Your  Image! 


And  build  your  business. 


1-800-792-2277 


Fax  510-786-1111  Attn:  Mr.  Burton 

THE  CORPORATE  CHOICE 


LOEWS  HOTELS 
BUSINESS 


Annapolis 

Loews  Annapolis  Hotel 

Denver 

Loews  Giorgio  Hotel 

Los  Angeles 

Loews  Santa  Monica  Beach  Hotel 

Nashville 

Loews  Vanderbilt  Plaza  Hotel 

New  York  City 

Loews  New  York  Hotel 

New  York  City 

The  Regency  Hotel 

San  Diego 

Loews  Coronodo  Bay  Resort 

Tucson 

Loews  Ventana  Canyon  Resort 

Wos/iington,  D.C. 

Loews  Lenfant  Plaza  Hotel 

Montreal 

Loews  Hotel  Vogue 

Quebec  City 

Loews  Le  Concorde  Hotel 

Monte  Carlo 

Loews  Monte  Carlo  Hotel 


CLASS 
IS  OFF 


AND  FLYING. 


Business  success  never  comes  easy.  You  have  to  work  at  it.  All  the  time.  Even  when 

you're  out  on  the  rood.  So  we've  created  o  new  tool  to  help  you  get  the  job  done. 

It's  called  Loews  Hotels  Business  Class. 

Upgrade  to  a  specially  designed  Business  Class  room. 

You'll  receive  state-of-the-art  office  amenities. 

•  Direct  dial  FAX  machines  for  incoming  and  outgoing  transmissions. 

•  Two-line  phones  with  private  voice-mail  messaging.* 

•  High-speed  computer  data  ports 

•  Complimentary  morning  coffee 

•  There's  on  iron  and  ironing  board,  too. 

Best  of  all,  you  get  these  essential  Business  Class  services  for  just  $15  above  our 
national  corporate  rate. 

 /itA-  


Now  You  Con  Eorn  Up  To  1,000  A*Advantage  '  miles. 

Loews  Hotels  is  proud  to  onnounce  our  partnership  in  the  American  Airlines'"' 
AAdvontoge  program.  Now  you  con  earn  miles  at  any  Loews  Hotel  with  every  stay 
at  any  published  Loews  ra\e.^  To  celebrate,  we're  introducing  a  speciol  offer  for 
AAdvontoge  members  We'll  give  you  o  free  upgrade  to  a  Business  Class  room 
whenever  available  as  well  as  1,000  AAdvontoge  miles  for  every  stay  now 
through  May  31st.  Be  sure  to  provide  your  AAdvontoge  number  when  you  call  for 
reservations 

tGroup  ond  negotiated  rotes  do  not  quality  American  Airlines  and  AAdvontoge  are  registered  trademarks  of 
Amencan  Airlines,  Inc  Americon  Airlines  reserves  the  right  to  chonge  AAdvontoge  program  rules,  regulotions,  travel 
awards  and  speciol  offers  of  any  time  without  notice,  and  to  end  the  AAdvontoge  program  with  six  months  notice 


LOEWS  HOTELS 


For  reservations  call  your  travel  expert  or  800-23-LOEWS 


*Not  available  at  Loews  Annapolis  Hotel 


siness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


LEADING  INDEX 

Apr.  8=254,9    —  230 
1967=100 


220 


Apr.  Aug-  Dec-  Apr. 

1994  1994  1994  1995 

exes  are  4-V'eek  moving  averages 

roduction  index  fell  slightly  during  the  week  ended  Apr.  8.  Before 
ation  of  the  four-week  moving  average,  the  index  dropped  more  sharply, 
1.9,  from  123.1.  Declines  in  the  seasonally  adjusted  output  of  rail 
t,  autos,  and  paperboard  led  the  decline. 

iading  index  edged  higher  in  the  latest  week.  The  unaveraged  index  fell 
to  255.2  from  255.3.  That  reflected  slower  growth  rates  for  materials 
and  M2. 

uclion  inaex  copyright  1994  by  McGraw-Hill  Inc  BW  leading  tndex  copyright  1994  by  CIBCR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (4/15)  thous.  of  net  tons 

1,970 

1,995# 

3.2 

AUTOS  (4/15)  units 

111,450 

132,725r# 

-23.2 

TKIICKS  (4/15)  units 

93,755 

118,109r# 

-23.7 

cLcGTHIC  POWcH  (4/15)  millions  of  kilowatt-hrs. 

54,301 

54,197# 

1.9 

PDIinC  fill   DCirillillC  //I /1  c:\  »i  »f  ui.,1  /w^,, 

uHUUC-UIL  KcrllllllU  (4/15)  tnous.  Of  DDI. /day 

13,615 

13,512# 

1.0 

COAL  (4/8)  thous.  of  net  tons 

19,673# 

20,953 

-3.4 

PAPERBOARD  (4/8)  thous.  of  tons 

894.0# 

931. 7r 

4.5 

PAPER  (4/8)  thous.  of  tons 

848.0# 

860.0r 

5.9 

LUMBER  (4/8)  millions  of  ft. 

425.4# 

436.4 

-8.4 

RAIL  FREIGHT  (4/8)  billions  of  ton-miles 

23.6# 

24.4 

5.8 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept..  American  Forest  &  Paper 
Association,  WWPA^  SFPA^,  Association  of  American  Railroads 


IDING  INDICATORS 

i 

1  PRICES 

LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

WEEK 

AGO 

%CHG 

K  PRICES  (4/14)  s&p  500 

507.24 

505.04 

13.4 

GOLD  (4/19)  $/troy  oz. 

395.550 

390.050 

5.4 

ORATE  BOND  YIELD.  Aaa  (4/14) 

8.04%  8.05% 

2.2 

STEEL  SCRAP  (4/18)  #1  heavy,  $/ton 

137.50 

137.50 

0.0 

STRIAL  MATERIALS  PRICES  (4/14) 

114.7 

114.0 

NA* 

COPPER  (4/15)  e/ib. 

141.5 

143.3 

56.0 

NESS  FAILURES  (4/7) 

351 

304 

59.5 

ALUMINUM  (4/15)  0/ib 

90.0 

91.8 

43.8 

ESTATE  LOANS  (4/5)  bilhons 

$471.6 

$470. 2r 

10.6 

COTTON  (4/15)  strict  low  middling  1-1/16  in. 

e/lb.  106.76 

99.59 

40.8 

•:Y  supply.  M2  (4/3)  billions 

$3,599.5 

$3,606.5r 

1.4 

OIL  (4/18)  $/bbl. 

20.10 

19.84 

19.6 

&L  CLAIMS.  UNEMPLOYMENT  (4/1)  thous 


342 


338 


1. 


es:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's.  Journal  of  Commerce  (index:  1990=100).  Dun  &  Bradstreet  (failures 
e  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ss  failures  and  real  estate  loans   "Historical  data  available  from  CIBCR. 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week,  Memphis 
market.  NYMEX 


FOREIGN  EXCHANGE 


REST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

RAL  FUNDS  (4/18) 

5.98% 

5.91% 

3.59% 

lERCIAL  PAPER  (4/18)  3-month 

6.10 

6.13 

4.11 

IFICATES  OF  DEPOSIT  (4/19)  3  month 

6.11 

6.12 

4.08 

1  MORTGAGE  (4/14)  30-year 

8.57 

8.61 

8.42 

STABLE  MORTGAGE  (4/14)  one  year 

6.35 

6.40 

5.02 

E  (4/19) 

9.00 

9.00 

6.39 

eS:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (4/19) 

81.23 

83.88 

103.77 

GERMAN  MARK  (4/19) 

1.36 

1.40 

1.69 

BRITISH  POUND  (4/19) 

1.62 

1.59 

1.49 

FRENCH  FRANC  (4/i9) 

4.82 

4.89 

5.80 

ITALIAN  LIRA  (4/i9) 

1713.1 

1723.8 

1520.0 

CANADIAN  DOLLAR  (4/19) 

1,37 

1.38 

1.38 

MEXICAN  PESO  (4/19)' 

6.165 

6.175 

3.366 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
lent.  l^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA^Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


BYMENT  COSTS 

ay,  Apr.  25,  8:30  a.m.  ►  Labor  costs 
rkers  in  private  industry  probably 
sed  by  0.7%  in  the  first  quarter,  the 
small  gain  as  in  the  fourth  quarter  of 

If  so,  the  cost  of  total  wages  and 
ts  would  have  risen  just  2.9%  in  the 
nded  in  the  first  quarter,  the  slowest 
i  in  compensation  in  almost  eight 

Increases  in  both  wages  and  benefits 
]wing. 

UMER  CONFIDENCE 

ay,  Apr.  25,  10  a.m.  >  The  Confer- 
Board's  index  of  consumer  confidence 
slipped  to  100  in  April,  from  a  read- 
101  in  March.  That's  the  median 


forecast  of  economists  surveyed  by  mms 
International,  a  division  of  McGraw-Hill  Inc. 
Consumers  have  become  increasingly  wor- 
ried about  the  economy's  performance  six 
months  down  the  road.  The  expectations 
index  has  fallen  for  three  consecutive 
months.  The  assessment  of  present  busi- 
ness conditions  has  continued  to  rise,  bol- 
stered by  healthy  job  markets. 

GROSS  DOMESTIC  PRODUCT 

Friday,  Apr.  28,  8:30  a.m.  ►  The  mms 
median  forecast  projects  that  the  real  gross 
domestic  product  grew  at  a  2.7%  annual 
rate  in  the  first  quarter.  That's  about  half  of 
the  5.1%  pace  In  the  fourth  quarter.  Consu- 
mer spending  and  residential  construction 


slowed,  but  inventory  accumulation  contin- 
ued to  barrel  along.  A  big  wild  card  will  be 
foreign  trade,  which  could  subtract  substan- 
tially from  real  gdp  growth.  Inflation  last 
quarter,  as  measured  by  the  gdp  price  defla- 
tor, probably  rose  2.7%  at  an  annual  rate, 
not  much  different  from  the  fourth  quarter. 

DURABLE  GOODS  ORDERS 

Friday,  Apr.  28,  8:30  a.m.  ►  New  orders 
taken  by  durable  goods  manufacturers 
probably  dropped  by  0.5%  in  March,  after 
falling  0.8%  in  February.  That  would  be 
the  first  back-to-back  decline  in  the  data 
in  two  years.  Weakening  demand  for  con- 
sumer durable  goods  is  dampening  overall 
factory  orders. 


This 

Week, 

Online 

Business  Week  presents 
live  conferences  with 
editors  and  newsmakers. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday 

Investing  in  the  world  of  a 
weaker  dollar  and  stronger 
yen:  Steven  H.  Nagourney, 
chief  global  strategist  of 
Lehman  Brothers  Inc.,  and 
BW  Senior  Writer  William 
Glasgall,  who  specializes  in 
covering  the  international 
money  markets,  will  offer 
their  prescriptions — and  an- 
swer your  questions.  Apr.  23 
9  p.m.  EOT  in  the  Globe 

Wednesday 

Reengineermg  guru  Michael 
Hammer  is  back,  as  co- 
author of  The  Reengineermg 
Revolution,  due  in  book- 
stores Apr.  28.  In  another  of 
BW  Online's  Interview  With 
the  Author  series,  he  will 
discuss  the  new  book  with 
BW  Senior  Writer  John 
Byrne — and  you.  Apr.  26 
8  p.m.  EOT  in  the  Coliseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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iivestment  Figures  of  the  Week 


ENTARY 

f  strong  earnings  reports 
reverse  the  Dow's  losses 
riy  in  the  week,  and  the 
arket  closed  on  an  up  note, 
n  Kodak  made  a  big  splash, 
4>e  after  reporting  an  81% 
)perating  profits.  Friction 
de  with  Japan  initially 
Bd  the  dollar,  but  the  green- 
bounded  against  the  mark 
after  a  government  report 
a  narrowing  of  the  trade 
with  Japan.  The  still-weak 
id  inflation  fears,  and  the 
nd's  yield  rose  to  7.36%. 


STOCKS 

Apr.  Oct. 


Apr.  13-19 


BONDS 

Apr.  Oct. 


Apr.  13-19 


THE  DOLLAR 

Apr.  Oct. 


504.92  1350 


1  -week  change 

-0.4% 


Apr.  12-19 


52-weeh  change 


1  -week  change 

-2.1% 


KET  ANALYSIS 


%  change 


•OCKS 

Latest 

Week 

S2'week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

NES  INDUSTRIALS 

4207.5 

0.2 

16.9 

90-DAY  TREASURY  BILL  YIELD 

5.75% 

5.78% 

3.83% 

;  COMPANIES  (S&P  MidCap  Index) 

181.6 

-1.6 

9.1 

30-YEAR  TREASURY  BOND  YIELD 

7.36% 

7.36% 

7.32% 

lOMPANIES  (Russell  2000) 

260.6 

-0.9 

7.6 

S&P  500  DIVIDEND  YIELD 

2.55% 

2.60% 

2.94% 

fPANIES  (Russell  3000) 

286.8 

-0.8 

12.5 

S&P  500  PRICE/EARNINGS  RATIO 

16.7 

16.6 

19.9 

SN  STOCKS 

Latest 

%  change  (local  currency) 

lAJ  1.           CI  1, 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

469.6 
61.0% 
0.67 
1.14 

468.5 
61.0% 
0.73  r 
1.10 

Positive 
Neutral 
Neutral 
Positive 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

3170.1 
16,376.1 
4283.3 

-1.2 
0.2 
-0.3 

2.3 
-17.6 
4.3 

STRY  GROUPS 


BLOOMBERG  FINANCIAL  MARKETS 


ONTH  LEADERS 

%  change 
l-month  12-nionth 

Strongest  stock  in  group 

%  change 
1-month  12inonth 

Price 

:KSE  ELECTRONICS 

15.2 

26.2 

E-SYSTEMS 

43.4 

49.7 

63% 

N6S  AND  LOANS 

14.6 

17.0 

GOLDEN  WEST  FINANCIAL 

16.6 

11.4 

44 

IINUM 

10.7 

29.1 

ALCOA 

14.3 

26.9 

43 

NINE  TOOLS 

9.7 

-7.2 

CINCINNATI  MILACRON 

20.0 

17.2 

25V2 

RSIFIED  MACHINERY 

9.7 

3.6 

CLARK  EQUIPMENT 

68.3 

35.9 

85% 

ONTH  LAGGARDS 

%  change 
Imonth  12-nionth 

Weakest  stock  in  group 

%  change 
l-month  12-month 

Price 

(DCASTING 

-8.9 

6.1 

TELE-COMMUNICATIONS 

-15.9 

-6.9 

I8V2 

s 

-7.6 

-6.9 

U.S.  HEALTHCARE 

-8.9 

-15.4 

393/4 

>EWARES 

-5.0 

24.3 

RUBBERMAID 

-12.9 

18.6 

29V2 

;K!NG 

-4.6 

-19.6 

ROADWAY  SERVICES 

-11.2 

-30.7 

45V4 

;R  CONTAINERS 

-4.4 

15.4 

TEMPLE-INLAND 

-7.8 

-13.5 

41V2 

UAL  FUNDS 


MORNINGSTAR  INC 


LAGGARDS 

tek  total  return 

% 

Four-week  total  return 

% 

•HT  EaUIFUND-MEXICO  NATL.  FID.  EQTY. 

19.1 

AMERICAN  HERITAGE 

-6.4 

;anada  a 

10.9 

STEADMAN  AMERICAN  INDUSTRY 

-4.3 

;T0NE  NEW  ZEALAND 

10.6 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY 

-4.1 

k  total  return 

% 

52-week  total  return 

% 

GMAN  COMMUNICATIONS  &  INFORM.  A 

60.6 

MONITREND  GOLD 

-41.2 

LITY  SELECT  HEALTH  CARE 

49.0 

HERCULES  LATIN  AMERICAN  VALUE 

-36.1 

«NCE  TECHNOLOGY  A 

45.8 

TCW/DW  LATIN  AMERICAN  GROWTH 

-35.7 

4-week  total  return 


Average  fund 
52-week  total  return 


ATIVE  PORTFOLIOS 


imounts  represent  the 
value  of  $10,000 
d  one  year  ago 
I  portfolio 

tages  indicate 
y  total  returns 


DRI/McGRAW-HILL 


U.S.  stocks 
$11,672 

-0.32% 


Foreign  stocks 
$11,110 

+  1.85% 


Treasury  bonds 

$10,702 

-0.18% 


Gold  Money  market  fund 

$10,529  $10,517 

-0.06%  +0.32% 


on  this  page  are  as  of  market  close  Wednesday,  Apr.  19,  1995,  unless  otherwise  m-  as  of  market  close  Apr.  18.  Mutual  fund  returns  are  as  of  Apr.  14.  Relative  portfolios  are  val- 
'  Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  ued  as  of  Apr.  18.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
!   _  ^  


Editorials 


A  GREEDY  GRAB  FOR  CHRYSLER 


Say  what  you  will  about  the  corporate  raiders  of  the  '80s, 
they  scared  the  daylights  out  of  complacent  chief  execu- 
tives. In  their  drive  for  a  quick  buck,  the  greenmailers,  the 
leveraged  buyout  crowd,  and  the  takeover  artists  forced 
companies  to  shake  off  years  of  bureaucratic  lethargy,  cut  ex- 
pensive layers  of  management,  and  dispose  of  marginal  oper- 
ations. Although  they  wildly  overpaid  for  some  assets  (witness 
RJR  Nabisco)  and  even  trashed  a  few  companies  (witness 
Revco  and  Fruehauf),  the  raiders  collectively  constituted  a 
market  force  for  positive  change.  The  cuirent  surge  in  produc- 
tivity results  in  large  part  from  their  short-term,  sharehold- 
er-driven behavior  So  you  might  think  Kirk  Kerkorian's  $55- 
a-share  bid  for  Chrysler  Corp.  is  in  the  finest  tradition  of 
doing  well  by  doing  good. 

Not  this  time.  Chrysler  in  1995  is  already  the  most  efficient 
of  the  Big  Three.  It  makes  $2,100  operating  profit  on  each  car 
produced,  compared  to  $877  for  Ford  Motor  Co.  and  $734  for 
General  Motoi-s  Corp.  It  has  one  of  the  fastest  product-devel- 
opment cycles  in  the  world.  Its  cab-forward  design  is  path- 
breaking.  Its  Neon  is  the  fii'st  American  small  car  to  im- 
press the  Japanese.  Its  minivans  lead  a  market  it  practically 
invented.  Its  Jeeps  revitalized  the  entire  sport-utility  market. 
Sure,  the  company  has  a  serious  quality  problem  that  is 
hurting  sales.  But  Chrysler  recognizes  the  problem  and  is 
moving  quickly  to  remedy  it. 

In  short,  Chrysler  has  done  virtually  everything  right  in  re- 
building itself.  That  is  precisely  why  it  has  $7.3  billion  in 
cash — money  Kerkorian,  as  a  10%  minority  shareholder,  says 


is  his.  Hard  as  we  try  to  think  of  changes  Kerkorian  ar. 
sidekick,  Lee  A.  lacocca,  might  make  to  improve  the  p 
ability  of  Chrysler,  we  come  up  empty.  His  bid  is  sim 
quick  grab  for  the  fruits  of  success  from  an  efficient,  coi 
itive  company,  not  a  move  to  squeeze  ready  cash  ou 
bloated  corporate  behemoth. 

The  Council  of  Institutional  Investors  agrees.  In  th( 
this  trade  group  of  big  pension  funds,  led  by  the  Ca 
State  Teachers  Retirement  System,  was  in  the  forefri 
banging  heads  in  boardrooms  to  dump  recalcitrant  CEOi 
downsize  corporations.  This  time  around  the  pension  fuiK 
lining  up  behind  Chrysler  Chainnan  Robert  J.  Eaton, 
argue  that  Kerkorian's  unfinanced  bid  will,  if  success: 
rifice  Chrysler's  long-term  viability  for  short-term  gai: 

We  totally  agree.  Seven  billion  dollars  is  a  lot  of  mone; 
Chrysler  has  a  lot  to  do.  It  must  spend  heavily  today 
prove  quality.  It  must  be  able  to  invest  in  product  de 
ment  during  the  next  recession.  That  takes  capital,  lots 

The  great  danger  in  the  $20.5  billion  Kerkorian  bid  is| 
it  can  trigger  a  speculative  fmancial  fi-oth  that  does  si 
damage  to  the  real  economy.  Many  other  competitive  c 
nies  in  cyclical  industries  are  sitting  on  piles  of  cash  righi 
Nearly  all  of  them  made  that  money  the  hard  way,  by 
ing  productivity,  not  prices.  Rev\ing  up  already  overh| 
bank  lending  and  reversing  the  healthy  tide  of  cuttin: 
can  only  hurt  the  economy.  The  '90s  are  simply  not  thi 
Corporate  America  does  not  need  the  lash  of  the  "gre| 
good"  guys.  This  time  around,  greed  is  just  greed. 


LOCAL  GOVERNMENT'S  DECEPTIVE  CHARM 


Nothing  is  more  central  to  the  current  effort  to  refonn 
government  than  the  concept  of  devolution.  Devolving 
federal  functions  down  to  the  state  and  local  level  has  gi'eat 
appeal.  Any  suburbanite  who  has  voted  on  a  school  district 
budget  knows  the  impact  of  linking  the  level  of  taxes  to  the 
quality  of  government  services.  The  chann  of  devolution  is 
that  it  promises  to  localize  practically  all  government  servic- 
es and  give  people  the  chance  to  directly  fund  them — or  not. 

The  only  problem  with  this  romantic  notion  of  power  to  the 
people  is  that  we  also  know  how  awful  local  government 
can  be.  The  only  thing  worse  than  the  U.  S.  Postal  Service  is 
the  local  motor  vehicles  department.  Here  are  some  facts: 
From  1970  to  1992,  the  number  of  civiUan  federal  employees 
grew  not  one  bit  and  even  fell  sharply  as  a  percentage  of  the 
population.  The  number  of  state  employees,  however,  soared 
from  2.8  million  to  4.6  million,  and  the  number  of  local  public 
workers  jumped  to  11.1  million.  That's  a  grand  total  of  15.7 
million.  Today,  one  out  of  eight  people  working  in  this  country 
works  for  the  government,  the  vast  majority  at  the  state  and 
local  level. 


In  themselves,  these  numbers  show  there  is  no  effic 
magic  in  devolution.  In  fact,  state  and  local  govemr 
have  often  proved  to  be  more  easily  seduced  by  special 
ests  than  the  federal  government.  State  government 
notoriously  open  to  persuasion.  Look  at  the  savings  anc 
crisis.  States  deregulated  s&Ls,  and  when  the  smoke  ck 
state-chartered  s&Ls  were  responsible  for  most  of  the 
lost.  S&L  officials  were  well  known  around  state  capita 
their  campaign  contributions  to  legislators.  We  know  th(6 
eral  regulators  were  asleep.  State  regulators  were  com;|{ 

The  sad  truth  is  that  local  government  is  often  the  'B 
government.  There  are  too  many  overlapping  jurisdi(iB: 
with  taxing  power.  In  one  locality  in  New  York's  Ni(S. 
County,  people  pay  taxes  to  17  government  agencies 

The  good  news  is  that  a  few  municipaUties  are  chaij 
New  York  City,  believe  it  or  not,  can  get  a  person  in  an: 
of  one  of  its  satellite  motor  vehicle  offices  in  15  mii 
Devolution  makes  sense  because  it  brings  government  iOW 
to  the  people.  But  until  state  and  local  governments  rei.«  1 
themselves,  let's  not  confuse  devolution  with  efficiency. 


CD-ROM  TO  GO 


AT  A  PRICE  YOU  CAN  TAKE. 


Built-in  power  supply: 

Engineered  jnr  ultimate  portability, 
there's  no  bulky  external  AC  adapter 
(o  aim,  just  a  slim  power  cord. 


Multimedia  to  go:  Ymi  ctin  nine  perform  inieraetive 
multimedia  presentations,  retrieve  information  from 
large  databases  and  run  the  hottest  ediiciitumal  and 
c'ntt'rtainmcnt  software  -  wherever  you  go. 


itellitePro  The  NewT2150CD  Series.  Multimedia  all  packed  up  and  ready  to  go. 

'77^  Q*    The  affordable  new  Toshiba  Satellite  Pro'  T21  50CD  Series  with  a  built-in  CD-ROM 
§    ■'7      di'ive  is  the  ultimate  in  performance  and  portability.  It  has  a  super-eiuick  75MHz 
/w_st<min«ai        proccssor  and  an  AccuPoint'  integrated  pointin.g  device.  Plus  it's  loaded  with  every- 
gyou  neeci  for  dynamic  multimedia  presentations,  including  built-in  stereo  sound  and  a  brilliant  10.4" 
onal  color  display.  Call  l-800'457'7777  for  your  nearest  dealer. 


.OCDT 

4"  dia.  color  acti\'e  matrix  display 
iBRAM  expandable  to  32MB 

.OCDS 

4"  dia.  color  DSTN  dual-scan  display 
'BRAMf\pandaHeto28MB 

H  MODELS 

viHzlntdDX4',3.3v 
)Million  Bytes  (=500MB)  HDD 


•  Intesrated  S,25"  CD-ROM  dnvo 

•  Intet'tated  matli  coprocessor 

•  lOKB  of  cache 

•  Two  stacked  rCMCIA  (PC  t  ;ard) 
slots  (avoType  1-11  or  one  Type  111) 

•  AccuPoint  integrated 
pi  lintint;  device 

■  VL  local-Bus  video 

•  IntCLirated  !,'rapliies  accelerator 

•  External  3.S"  tloppy  dnve  included 


•  NiMH  Battei7  with  Toshiba 
MaxTime'  Power  ManaLjenient 

'  Audic  I  jacks:  headpln  me  speaker, 

microphone 
•Sound  Blaster  Pro  compatible, 

.WAV  and  MlBd  sound  support 

•  Pre-installcd  s.itovarc-  MS-DOS  , 
Mientsott  Windows  or  Windows 
tor  Workgroups ,  Video  tor  Windows 
RunTinieand  Indeo  video 


•6.9  lbs. 

•  Multimedia  help  kit 

» 3  year  limited  wamnty 

•  Toll-free  Technical  Support  — 
7  days  a  week,  24  hours  a  day 
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WMffRE      DO      YOU  GO 
E  R  O  A4       T  M  E  R  E  ? 


A4  A.  I  M  STREET. 


doesn't  include  you  and  your  business,  the  expressway  to  the  future  could  he  the  road  to  nowhere. 

That's  why  we  custom  design  our  networks  to  meet  the  individual  goals  of  businesses  and  the 
munities  they  serve.  From  improving  education  to  creating  jobs,  the  capabilities  are  there. 

We  understand  that,  on  the  information  superhighway,  all  roads  ultimately  lead  to  Mam  Street. 

So  whether  you're  a  growing  business  in  the  Southeast  or  a  cellular  customer  in  Honolulu, 
an  put  you  in  the  forefront  of  communications. 

For  more  information  call  your  BellSouth  Representative  or  1-800-726-BELL. 


E  E   P  I   N  G       YOU       y\   M   E  A   D       OF       T   M   E  GAME. 


3  A 


BELLSOUTH 


® 


You  wouldn't  ihiTik  being  airborne  would  be  a  celebi'atory 
HGT'TG         kind  ol  ihiny  lor  Rav.  Not  alter  spending  a  lew  tough  seconds 
descending  thiough  tbe  air  between  iiis  rool  and  the  ground. 

It  hui  1  plenty,  not  to  mention  scaring  the  daylights  out  of 
XS  H^XTT-SOn  '"^    Hf,  Nada.  And  of  course,  it  was  expensive  putting 


celebrating. 


Ra\  back  totiether  again. 


But  he's  lell  it  wa\  behmd.  All  ol  it,  bills  included,  Nada  has 
AFLAC  co\erage  through  her  job.  It  kicked  in  on  unexpected 
expenses  (like  hauliiig  Rav  o\er  the  peninsula  by  helicoptei  ). 
hi  plain  language,  AFLAC  helped  stop  the  money  b  om  llowing 
out  of  their  pockets  through  holes  in  their  health  coverage. 
In  the  end,  Ra\  has  made  a  painless  landing. 


Here,  vou  see  Rav  as  he  is  lodav.  Ilealdix,  happ\,  and  o\er  it.  Hallelujah! 

AFLAC  is  #/  II!  Ptninll  Mdikcliiiv,.  \y\lh  iieai  K  100,000  payroll 
accounts  Iti  the  U.S.  For  inlormation  on  this  simple,  cost-elfective 
way  to  strengthen  vour  emplovee  health  plan,  please  call  toll-lree: 
1-800-99-AFLAC  ( 1-800-992-3.S22). 
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HOW  TO  MAKE 
MULTIMEDIA  CONNECTIONS 
CHILD'S  PLAY 


If  you're 

}        confused  about  which  way 

to  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.         Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
)f  ATM  chips.  (>)   Services  like  video-on-demand  and 
ong-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
(>)  So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
jitimedia  investment.  We  can  help 
you  make  getting  up  to  speed , 
child's  play. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


E  SEATS  ARE  STILL  AVAILA 
FOR  THE  SPORTING  EVENT 
OF  THE  YEAR. 


INTRODUCING 
THE  NEW  FORD 
TAURUS  SE 

It's  the  TauRis  with  a  decidedly  sporty 
edge.  Taunis  SE's  cast  aluminum  wheels, 
new  clear  lens  headlamps  and  available 
spoiler  make  a  serious  statement  of  style, 
hiside,  the  SE  has  a  long  list  of  driver- 
friendly  touches.  Even  air  conditioning 
comes  stiuidiird.  And,  of  course,  Taurus  SE 
idso  gives  you  the  added  safety  of  st;indard 
dual  air  bags  to  supplement  safet)'  belts 
for  the  front  passenger  as  well  as  the 
driver,  and  available  anti-lock  brakes. 

But  the  SE's  news  doesn't  end  there. 
There's  a  refined  powertrain  that  delivers 
an  especially  smooth  performance  from 
the  computer-controlled  V-6  engine. 
And  when  it  comes  to  value,  Taurus 
performs  equally  as  well,  as  a  better 
value  than  its  leading  competition! 

FORD'S  ROADSIDE  ASSISTANCE." 

Help  is  only  a  toll-free  call  away  if  you 
should  have  a  flat  tire,  get  locked  out 
or  simply  run  out  of  gas. 

Tlie  new  Taunis  SE.  Sit  back,  relax  and 
enjoy  the  sporting  event  of  the  season. 

FORD  TAURUS 
AMERICAS  BEST-SELLING  CAR. 
AGAIN. 


THE  GENE  KI 

Two  scientists, 
Venter  and  Will] 
Haseltine,  are 
changing  the  w; 
DNA  is  mined  a 
drugs  are  deveL 

page  72 
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THE  GENE  KINGS 

The  world  is  awash  in  dna  data,  thanks 
in  part  to  Craig  Venter  and  William 
Haseltine.  Ventei's  speedy  method  of 
sequencing-  genes  has  set  off  a  scramble 
among  driigmakers  nut  to  hit  the 
genetic  jackpot 
78    UNTANGLING  DNA'S  LEGAL  STRANDS 
Rapid  strides  in  se(]uencing  genes  are 
making  it  har'der  to  jjatent  them 

News:  Analysis  &  Commentary 

32    MANAGED  CARE'S  SUDDEN  ILLNESS 

More  players  in  an  increasingly  crowded 
licld  mean  a  pitched  battle  for  market 
shai-f  is  brewing 

34  COMMEr-^ARY 

With  his  I  d  faltering,  Kerkorian  ought 
to  settle  foi  :i  f'hiysler-aided  buyout 

35  G-7'S  NO-GLORY  DAYS 

This  time  out,  ilie  Lords  of  Money 
aren't  interested  in  -ach  other's  woes 

36  MANZrS  PAINFUL  LOTUS  POSITION 
Profits  and  revenues  are  sinking,  and 
promising  software  now  looks  troubled 
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APPLE'S  FINANCIAL  WHIZ 

Despite  a  $50  million  shoitfall,  CFO 
Graziano  has  things  under  control 
INSTITUTIONAL  INVESTING 
The  Smithsonian  passes  the  hat 
to  corporate  sponsors  to  beef  up 
its  collections  and  gain  publicity 
WHITHER  THE  PITTSBURGH  PIRATES? 
Take  a  look  at  the  steel  mills:  The 
money-losing  franchise  could  be  picking 
up  and  moving  South 
MBA  MADNESS  IS  BACK 
B-school  applications  see  their  most 
frantic  year  since  the  '80s 
PERU'S  POT  IS  BOILING 
Its  booming  economy  has  Wall  Street 
excited.  Too  e.xcited'.' 
LAUGHER  CURVE 

Did  you  hear  the  one  about  the  stand- 
u\)  economist? 
MELLON-CHOLY  BANKER 

It's  scrambling  at  damage  control  in  the 
wake  of  a  giant  Boston  Co.  exodus 
IN  BUSINESS  THIS  WEEK 

Microsoft,  Lou  Gerstner,  Kmart, 
Teledyne,  Howard  Fuller,  Giddings  & 
Lewis  buys  Fadal,  hps'  Mexico  beef 
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52  JAPAN 

Prices  are  dropping,  and  the  ec  ^ 
shaky.  Will  global  growth  slow'  iSog 
56  FRANCE 

The  next  President,  whether  J( 
Chirac,  faces  a  Hei'culean  task 
INTERNATIONAL  OUTLOOK 
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Should  Clinton  get  tough  with  I  ^jfeC 
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Economic  Analysis 

ECONOMIC  VIEWPOINT 

Dornbusch:  Why  is  Japan  shoot 
in  the  foot'? 


ECONOMIC  TRENDS 

Fewer  workers — lower  pay,  acj  ^tf 
goes  online,  the  temp  boom  is  I 
to  stay,  inflation's  uneveri  sprea 
BUSINESS  OUTLOOK 

Why  inflation  isn't  sprouting  in 
Greenspan's  neighborhood 
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Government 


WASHINGTON  OUTLOOK  >  it  i], 

In  the  wake  of  the  tragedy  in  ( 
City,  one  nation — more  indivisilHj,,  ^ 


N  ILLNESS 

d-care  companies  now 
irsh  reality  page  32 


WHO  SPEAKS 
^'    FOR  AMERICA? 
The  brash  media 
.       of  the  right  are 
^  challenging  the 
elite  of  the  news 
Establishment 

page  90 


HIGH  TECH'S  LEGAL  ELITE 
Wilson  Sonsini's  clients  are  a 
who's  who  of  Silicon  Valley — and 
that's  a  problem  pagees 


JAPAN'S  NEW  GAME 

Even  golf  costs  less.  Is  deflation 

what  bureaucrats  want?  page  52 


BULK-UP  DEALS 

In  the  '90s,  buyouts 
are  apt  to  bring 
consolidation  page  84 


gal  Affairs 


(  CON  VALLEY'S  BOLD  EAGLES 

the  power  brokers  at  law  firm 
son  Sonsini  wear  too  many  hats? 


irketing 


!  lERAL  MILLS,  CEREAL  KILLER? 

;  CEO-to-be  says  the  company  is 
li  ing  its  Cheerios  again 
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ELLSOUTH  'READY  TO  GET  IT  ON7 

cash-rich,  conservative  phone  giant 
ins  girding  for  the  interactive  future 
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'  "EM  OUT  AND  BUILD  'EM  UP 

•e  LBO  firms  are  using  this  tactic  to 
Bohdate  industries 
:  SUPERMARKET  MARKET 
player's  are  rounding  up  chains 
S  IN  SALLIE  MAE'S  BONNET 
lappy  investors  are  pressing  for 
nge  at  the  student  loan  marketer 
I  DIEHARD  INVESTORS  ONLY? 
ducer  Andy  Vajna's  new  offering 


86    INSIDE  WALL  STREET 

Sell-off  frenzy  at  American  Brands 
Ready  to  sizzle  in  the  kitchen 
High-stepping  sandals 
121    INVESTMENT  FIGURES  OF  THE  WEEK 

Media 

90    RAISED  VOICES  ON  THE  RIGHT 

A  baiTage  of  right-wing  media  are 
challenging  traditional  news  outlets 

Science  &  Technology 

93    CALL  IT  THE  SUPERNET 

vBNS  Unks  supercomputers  to  tackle 
monster  problems 
96    DEVELOPMENTS  TO  WATCH 

New  spin  on  screens,  useful  weeds, 
gongs  for  the  factory,  health  nuts 

Information  Processing 

22    TECHNOLOGY  &  YOU 

Using  remote-access  software  to 
tap  in  from  afar 
98    WHERE  COMPAQ'S  KINGDOM  IS  WEAK 

In  laptops  and  home  I'cs,  the  monarch 
doesn't  rule.  But  ceo  Pfeiffer  plans  big 
changes  to  restore  the  gloiy 
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HEWLETT-PACKARD  HEADS  HOME 

It's  quickly  elbowing  its  way  into 
the  consumer  PC  market 


People 


GUARDIAN  OF  THE  FAMOUS  AND  DEAD 

Want  to  put  James  Dean  on  a  T-shirt? 
Better  see  Mark  Roesler  fij-st.  He'll 
make  sure  the  royalties  go  to  the  family 

Personal  Business 

INVESTING:  The  right  stocks  to  sell 
HEALTH:  Hearing  aids  get  smaiter 
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Solomon:  The  Confide/rice  Game 
Deane  and  Pringle:  Tlie  Central  Batiks 
Millman:  The  Vandals'  Crown 
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When  verbal  violence  is  a  call  to  ai'ms 
A  U.S.-Eui-ope  trade  pact?  Why  not? 
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WHEELER-DEALERS 


NEW  THAMES  TEAM:  REICHMANN  AND  TISGH? 


PAUL  KEICHMANN  IS  AXGLIX(_; 
to  get  back  into  the  beloved 
London  office  complex  he  lost 
to  lenders  in  1992 — maybe 
with  the  financial  help  nf  rr.- 
Chairman  Laurence 
Tisch,  well-placed 
real  estate  people 

tell  BUSINESS  WEEK. 
The  Toronto  jjroj^er- 
ty  investor  showed 
Tisch  around  the 
massive  Canary 
Wharf  project  in 
mid-April. 

Reichmann  needs 
a  deep-pockets  part- 
ner to  banki-oU  him. 
He  tried  a  similar 
approach  in  Mexico,  where  he 
enlisted  George  Soros,  but 
property  deals  there  took  a 
dive.  Now,  Tisch,  long  ru- 
mored to  be  peddling  his  con- 
trolhng  stake  in  cBS,  may  be 


REICHMANN:  He 

irants  the  Wlxn-f 


seeking  fresh  opportunities. 

The  investment  might 
make  sense.  Reason:  London's 
battered  office  market  is  re- 
i  nM'Hng,  and  ciUTently  profit- 
able Canaiy  Whiuf  s 
occupancy  has  al- 
most doubled  since 
1992— it's  75%  and 
climbing.  Property 
experts  speculate 
that  Reichmann 
may  want  two  un- 
developed lots.  Ca- 
nary Wharf's  banks 
will  not  confirm 
whether  he  has 
made  an  offer.  Tisch 
won't  comment,  and 
Reichmann  didn't  respond  to 
calls.  Sir  Peter  Levene,  who 
heads  Canaiy  Whaif,  cautions 
"not  to  read  too  much"  into 
the  Reichmann-Tisch  inspec- 
tion visit.         Paula  Dii'i/er 


WAL-MART:  Aihudii  ishcd  to  hste)i  il  j) 
PROXY  WARS 


IGNORING  INVESTORS 
COURTS  TROUBLE 

wai,-mai;t  has  been  zapped 
for  snubbing  an  investors' 
proxy  resohition.  The  Second 
Circuit  Cour-I  of  Ajjjjeals  is 
making  the  gi.mt  retailer  pay 
nearly  $55,000  in  legal  costs 
spent  by  instil  iilional  inves- 
tors who  failed  id  get  the 
resolution  included  in  the 
1992  proxy.  Several  organiza- 
tions— including  a  union  and 
thi'ee  religious  gi'oujjs — want- 
ed Wal-Mart  to  report  on  its 


aftirmative-action  and 
other  equal-employ- 
ment policies. 

Now,  $55,000  isn't 
much  for  a  company 
with  biUions  in  annual 
sales.  The  plaintiffs 
are  satisfied  they 
made  their  jjoint.  Says 
their  lawyer,  Cornish 
Hitchcock:  "The  cost 
of  ignonng  sharehold- 
ers just  went  up." 

Other  retailers,  such  as 
J.  C.  Penney,  honored  the  in- 
vestors' request  and  even 
urged  a  yes  vote.  It 
passed,  and  Penney  issuec: 
an  employment-practices 
report.  Wal-Mart,  which 
deemed  the  issue  an  in- 
ternal matter,  included  the 
resolution  in  1993  and 
1994 — after  the  investors 
sued.  (The  proposal  lost.) 
Wal-Mart  says  the  chain 
already  has  answered 
many  of  the  plaintiffs'  ques- 
tions in  a  report  to  its  shai'e- 
holders.     Linda  Himehtehi 


TALK  SHOW  uwe  never  intended,  and  still  don't  intend, 
this  transaction  to  be  hostile.  You  turned  it  into  a  hostile 
transaction." 

— Kirk  Kerkorian,  in  a  letter  to  Chrysler  Chairman  Robert  Eato 
after  the  carmaker's  board  rejected  his  $20.5  billion  takeover  bid 


SOLD 


UNREAL  ESTATE 

THE  KENNEDYS  GIVE 
UP  A  BEACHHEAD 

the  Kennedys  have  finally 
unloaded  their  Palm  Beach 
estate,  a  rundown  old  place 
that  languished  on  the  mar- 
ket foi-  a  year  and  a  half.  The 
buyer  is  financier  John  Cas- 
tle, fonner  CEO  of  Donaldson, 
Lufkin  &  Jenrette.  Castle 
says  he  will  spend  a  full  year 
renovating  the  73-year-old 
beachfront  mansion. 

Part  of  the  problem  in  sell- 
ing the  estate:  The  Kenne- 
dys were  asking  almost  dou- 
ble the  going  rate  for  a 
comparable  pi'operty.  appar- 
ently because  of  its  Camelot 
aui-a.  Castle  is  evidently  pay- 
ing less  than  the  asking  piice, 
but  the  final  number  is  un- 
disclosed. Castle,  head  of  the 


New  York  buy- 
out firm  Castle 
Harlan,  says  he 
negotiated  for 
months  with  family  retain 
Senator  Edwaixl  Kennedy 
Mass.),  the  cuirent  patria 
wasn't  involved  in  the  tal 
One  last  deal-breat 
snag  was  cleared  away  i 
19  when  the  town  backer 
its  plan  to  dub  the  horn 
historic  landmark — wl 
would  have  severely  hindt 
any  overhauls.  Facing  lit 
tion  from  the  Kennedys, 
town  settled  for  Cast 
agreement  merely  to  k 
the  house  intact.  Today, 
historic  value  is  a  tarnis 
coin.  It's  best  known 
where  William  Kenni 
Smith  was  accused  of  rap^ 
1991  (later  acquitted),  no' 
.JFK's  giamoi-ous  winter  W 
House.  Peter  Valdes-Dapt 


THE  LIST  BIBLIOPHILIA 


Where  are  the  best  places  to 
open  a  bookstore?  In  major 
metro  areas,  it's  San  Jose, 
Calif.  Those  Silicon  Valley 
types  read  books  as  well  as 
computer  screens.  New 
York,  the  na- 
tion's literary 
capital,  and 
Boston,  with  its 
mtellectual  am- 
bience, are 
No.  2  and  No.  3. 
If  you're  looking 
for  the  highest- 
volume  busi- 
ness, go  to  a 
small  university 
town.  Seven 


such  places  do  a  bigger  pe 
bookstore  business  than  Si 
Jose.  The  leader  is  Bryan- 
College  Station  (home  to 
Texas  a&m),  with  sales  of 
$2.1  million  per  store.  So 
forget  the  dumb-Aggie  joke 

TOP  METROPOLITAN 
BOOK  MARKETS 

Sales  per  bookstore,  1 993 


IN  MILLIOi 

1  SAN  JOSE 

$1.: 

2  NEW  YORK 

0.! 

3  BOSTON 

O.i 

4  LOS  ANGELES 

O.f 

5  SAN  FRANCISCO 

O.i 

DATA:  AMERICAN  BOOKSELLERS  ASSN. 


Up  Front 


RONALD:  Most  sales  are  abroad 


YANKEE  TRADERS 

ALL  THE  WORLD'S 
A  McSTAGE  

NOTHING  IS  MORE  AMERICAN 

than  McDonald's,  right?  Well, 
think  again.  Last  year,  re- 
cently released  financial  re- 
ports show,  the  chain's  oper- 
ating revenues  ft'om  foreign 
sales  passed  50%  of  the  to- 
tal. Analysts'  prediction  for 
decade's  end:  60%. 


Mickey  D's  gets  more 
sales  from  overseas  than 
any  other  U.  S.  fast-food 
chain,  though  Pizza  Hut 
and  KFC  have  also  pushed 
abroad.  The  Golden  Arches 
can  be  found  in  79  nations. 
Having  all  but  saturated 
America,  the  company  is 
opening  two  foreign  stores 
for  eveiy  new  U.  S.  outlet. 
After  all,  the  appeal  of  this 
bite  of  American  culture  is 
strong:  When  McDonald's 
opened  in  Kuwait  City  last 
year,  the  line  of  cars  at 
its  drive-through  window 
stretched  seven  miles. 

While  standardization 
built  the  company,  McDon- 
ald's has  wisely  taken  a 
flexible  approach  abroad. 
~  In  places  where  local  mar- 
kets are  tough  for  Americans 
to  read,  it  works  with  joint- 
venture  partners  (the  Far 
East)  or  licenses  its  name 
without  putting  up  ecjuity 
capital  (the  Mideast).  While 
the  menus  look  mostly  the 
same  all  over,  the  company 
bows  to  local  customs.  Out- 
lets set  to  open  in  India  next 
year  will  likely  sell  veggie 
bui'gei-s  instead  of  beef.  Even 
in  the  hamburger  biz,  some 
cows  are  sacred.  Greg  Bums 


WILD  BLUE  YONDER 


A  CASH  CARGO  FOR  DELTA  PILOTS? 


BATTERED  BY 

layoffs,  Delta's 
pilots  have  de- 
vised a  plan  to 
restore  jobs  by 
expanding  the 
ailing  carrier's 
small    (6%  of 
revenue)     air-  PLAH:  Jobs  for  fliers 
freight  business. 
Although  of  late  no  love  has 
been  lost  between  the  pilots 
and  Delta  Air  Lines,  Delta's 
recent  actions  indicate  that 
such  an  expansion  might  fly. 

The  Air  Liue  Pilots  Assn. 
l^roposes  that  Delta  take  sev- 
n  L-1011  jets  planned  for 
p';aseout,  convert  them  into 
car^,o  jets,  and  fly  Ijetween 
Anchorage  and  Pacific  Rim 


cities — creating 
jobs  for  200  pi- 
lots. Many  could 
be  drawn  from 
the  .50.5  pilots 
furloughed  by 
Delta.  The  air- 
line, which  prom- 
ises no  more 
layoffs,  is  in 
with  ALPA  over 
plans  to  cut 


tense  talks 
management 
costs  ,$340  million  more. 

Delta  says  it  will  study  the 
imion's  freight  proposal.  How- 
ever, CEO  Ronald  Allen  re- 
cently said  he  intends  to  get 
more  heavily  into  cargo — 
leaving  details  unclear.  The 
pilots  are  ready  when  you 
are,  Ron.      David  Greising 


DRAWN  &  QUARTERED 


IPO  TURKEY  OF  THE  MONTH 


NONVIOLENT  VIDEO  GETS  MUGGED 


YOU  GOTTA  HAVE  GORE.  THAT'S 

the  lesson  video-game  mak- 
er GameTek — and  its  share- 
holders— have  learned.  Since 
GameTek  went  pubUc  in  Jan- 
uai-y,  1994,  at  9,  it  has  lost 


75%  in  value.  To  be 
a  Wall  Street  hit,  you  need 
a  hit  title.  GameTek  wanted 
to  avoid  the  gi'uesome  fare 
popular  with  kids.  So  it  fo- 
cused on  spin-offs  fi"om  shows 
such  as  Jeopardy  and  Wheel 
of  Fortune.  Wrong. 


Since  the  offering 
quarters  were  in  the  red  t 
eluding  the  vital  Christ 
period  (loss  per  share:  a 
During  the  profitable  q 
ters,  the  price  continuec 
swoon  anyway.  The  anab 
eaiTiings  consensus:  Gam( 
will  return  to  the  black 
lOe)  in  the  quarter  em 
Apr.  3L   But  that  ha 
buoyed  the  stock  either, 
other  snag:  The  entire  im 
try  is  suffering  a  sales  s 
down,    awaiting  spee 
hardware  due  out  this  f 
Still,  GameTek  say 
strategy   shift   will  1 
things  around.  Yes,  it 
more  giisly  titles  {Brutal 
Quarantine).  It's  also  laui 
ing  lots  of  games — two  r^^^ 
month — in  hopes  of  fin 
getting  a  hit  and  stauncl 
investors'  bleeding. 


THE  BIG  PICTURE 


WHERE  WOMEN 
ARE  MAKING 
GREAT  STRIDES 

Women  still  own  only 
a  small  share  of  U.S.  busi- 
nesses. But  since  1991, 
the  number  of  female- 
controlled  businesses 
has  soared  9.1%,  besting 
the  overall  U.S.  rate  of 
8.6%.  The  fastest-growing 
areas  for  women  are  in 
traditionally  male  industries. 

DATA  NATIONAL  FOUNDATION  FOR  WOMEN  BUSINESS 
OWNERS,  DUN  8,  BRADSTREET  INFORMATION  SERVICES 
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Sens  Ik) 


FOOTi^OTES  Coffee  futures  prices,  per  pound:  Jan.  17,  1994:  720;  July  12,  1994  (peak):  $2.45;  Apr.  24,  199.5:  $1.75 


BREITLING 


1884 


len  Concorde  climbs  to  its  cruising  altitude 
16,000  m,  it  demonstrates  its  unique  man- 
of  fusing  advanced  aerodynamics  and 
rivalled  performance  with  pure  beauty, 
iftly,  unerringly,  it  will  cover  an  ocean's 
■adth  at  2,200  k.p.h.,  leaving  all  other  civi 
liners  far  behind. 

zed  by  pilots  the  world  over,  Breitling's 
■chanical  Chronomat  chronograph  truly 
serves  the  finest  of  everything  -  a  case  in 
id  18K  gold  for  instance.  Generously 
)portioned  and  totally  impervious  to  the 
ects  of  water  and  air,  it  adds  a  touch  of 
:ury  to  the  watch's  functional  excellence. 

ere  is,  after  all,  more  to  time  measurement 
m  technology.  The  subtleties  of  an  intricate 
'chanical  movement  or  the  rich  gleam  of  a 
nd-polished  case  provide  enduring  satis- 
:tions  that  even  time  itself  can  never  alter 


HAMRA 


AUTHORIZED  BREITLING  AGENT: 


yUALIFY  Sl  service  SINCE  19.10 


Oversized  calendar  digits.  Power  reserve  in 
excess  of  42  hours. 

Unidirectional  ratcheted  rotating  bezel  with 
marker  tabs. 

Case  water-resistant  to  100  ni  with  glare- 
proofed  cambered  sapphire  crystal. 

Case  in  18K  yellow  or  white  gold.  Also 

available  in  steel,  with  two-tone  finish  and 

18K  gold  rider  tabs  or  in  steel  with  18K  gold 
bezu 


Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  else  with  Pilot  or  Rouleaux  bracelet. 


6():-946-5IIO  OR  l-SOO-.UI-GtMS 


4605  N  ScoTTSDALb  Rd..Scottsdale,  Arizona  85251 

(AT  THE  SAFARI  RESORT) 
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COMPAQ 


B  sopenyison(t| 


Model-     Compaq  OVIsion  1 7Z 
SmHMim*m  41331353al>S 
MarmJt«ctu>e  Data  3/15/94 


n«limh  Rata  60 


X  761 


You  walk  from  office  to 
office  makiniJ  lists.  Lists 
of  serial  numbers  you 
had  to  reach  behind  a  desk  to  get.  Lists  of  who  has 
what  hard  drive,  and  which  monitor  is  sitting  where. 

At  Compaqt  we've  effectively  removed  this  chore 
frcjm  your  job  description.  Because  the  new  Compaq 
Deskpro^  is  smartly  engineered  to  stand  up  and 
be  counted  from  the  other  end  of  the  network. 
(Which  could  be  your  own  desk.) 


Keeping   Track    Of   An    Entire   Network  Of 


COMl'LITERS     Is     A     TeDI(3US,     THANKLESS     JOB.  PRECISELY 

Why    It   Should    Be    Handled    By   A  Computer 

We  call  it  Intelligent  Manageability.  Features  that 
let  Deskpro  take  care  of  itself — warning  you  of  certain 
potential  problems  before  they  turn  into  desperate 
ones.  So  you're  no  longer  stuck  playing  catch-up  — 
arriving  onlv  to  clean  up  after  the  data's  been  lost. 

At  first,  it  might  seem  odd  that  the  extra  staff  you 
hire  comes  in  the  form  ^A  a  computer 

But  then  again,  what  else  would 
yf)u  expect  from  a  computer  company? 


,  .  WW 


Introducing  the  new  Compaq  Deskpro 


As  Willi  .,11  (  ..„i|,a,|  n\.  I)i-sk|iri,  iM.m  ircl  l,y  „ul  IV.i'  i  VJl  llli.ll.-i 
).■.,(  Iicl  at  I  Will  S(i7  'I'l  I9')5  I  ..m|>.i.|  (  .,ni|>unr  (•„i(,.,r.iti.,n  Ml  ugh 

1       ,  f,  alur,  ■.  .,nly  avaibl)k-  with  Wiii.lcnvs  ')S. 
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THE  VALUE 
OF  IMMIGRANTS 


In  reviewing  Peter  Brimelow's  book 
Alien  Nation,  Chiistopher  Fan-ell  must 
have  had  blinders  on.  He  refuses  to  see 
v\'hat  is  happening  to  this  country 
thi-ough  its  ultraliberal  immigTation  pol- 
icies ("Take  back  your  tii-ed,  your  poor," 
Books,  Apr.  17). 

To  continually  refer  to  previous  im- 
migi"ation  from  Eui'ope  as  the  reason  we 
should  not  tiy  to  control  this  flood  of 
Third  World  immigrants  is  ludicrous. 
When  immigi'ation  was  at  its  peak  in 
the  early  1900s,  there  was  no  welfare, 
and  those  coming  here  wanted  to  be- 
come English-speaking  American  citizens 
and  part  of  our  cultui'e.  This  is  not  the 
case  today.  Mr.  Fairell  should  not  make 
light  of  this  critically  important  problem. 

C.  W  Johns 
San  Jose,  Calif. 

Brimelow  must  have  been  living  in 
seclusion  since  he  migi-ated  from  Britain. 
If  he  had  mingled  with  nonwhites,  he 
would  have  found  out  that  most  recent 
immigi'ants  are  family-oriented,  hard- 
working, and  respectful  of  people  ai'ound 
them.  Many  bring  their  life  savings  to 
America. 

My  wife  and  I  strive  to  keep  oiu-  chil- 
dren in  a  private  school  even  though 
it's  a  financial  burden.  Why?  Because 
quality  of  education  and  seeking  to  en- 
courage good  values  for  our  children 
are  foremost  in  our  minds. 

I  hope  Brimelow  realizes  how  much 
harder  it  is  for  us  to  prove  ourselves 
than  it  is  for  a  person  of  his  color  and 
communication  skills. 

S.  Vergel  de  Dios 
La  Mirada,  CaUf. 

America  does  not  need  fewer  immi- 
grants; it  needs  to  continue  as  the  na- 
tion of  asylimi  for  those  fleeing  persecu- 
tion and  for  those  merely  seeking  a 
better  life. 

Every  American  family  has  at  one 
time  had  the  status  of  immigrant  or 
refugee  and  probably  was  just  as  feai-ed 
and  loathed  by  a  segment  of  the  popula- 


tion that  shared  Brimelow's  opini 
Such  fears  are  wi'ong  and  improduct 
to  gi-owth. 

Donald  B.  BoydfcVI 
Chici 


EXPANDING  THE  WORLD 
OF  SMALL  BUSINESS 


lor 


Your  article,  "It's  a  small  (businc 
world"  (Special  Report,  Apr.  17),  \ 
interesting  for  not  letting  the  fa 
stand  in  the  way  of  a  good  story.  Att: 
uting  50.8%'  of  this  year's  exports 
companies  with  fewer  than  500  empl 
ees  is  a  remarkable  gi'owth  scenario 

In  fact,  the  last  census  figures 
1987,  showed  that  small  manufact 
businesses  accounted  for  only  7.5%  of; 
tal  exports,  or  12%  of  manufactu: 
goods  exported  by  manufacturers. 

Either  number  represents  a  big 
ference  from  the  DRi/McGraw-Hill  e| 
mate  of  45.5%-  a  decade  ago  and  m; 
it  unlikely  that  small  businesses  will 
count  for  50.8%-  of  exports  in  1995, 
the  story  would  have  us  believe. 

Leshe  St: 
Publisher,  The  Expor  n  r 
Trade  Data  Reports  I " 
New  Y( 

Editor's  note:  The  discrepancy  betwt 
the  census  figures  and  DRi/McGrc 
Hill's  estimates  stems  from  differ, 
methodologies,  dri's  estimates  inclm 
some  companies  with  more  than  • 
employees,  and  the  chart  on  page 
shotild  have  indicated  that. 


Your  stoiy  neglected  to  mention 
important  export  tool  that  can  h 
small  business:  export  trading/mana 
ment  companies.  They  act  as  the  s; 
aiTn  of  small  businesses  and  can  coo: 
nate  all  the  sei-vices  needed  to  exp| 
successfully,  such  as  shipping,  paymi 
and  financing.  This  lets  small  man 
turers  concentrate  on  what  they 
best:  producing  products  and  servici 
Brian  Na 
Medina,  N 

A  1993  study  by  the  Small  Busini 
Exporters  Assn.  found  that  the  Ul 
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lifetime  mecKanical  guarantee. 
Cross  Townsend  writing  inslrunienis 
are  certain  lo  l>e  treasured  for 
generations.  From  SjJ  lo  $275. 


1  tie  Cross  Townsend  Collection. 
A  dramatic  wide-d  ianieler 
inlerprelahon  of  llie  classic 
Cross  sillioiie^llc. 


Jl 


ross  I  own  sent  I  c  ol  led  ion. 
Now  awaiting  >'our  review  a  I  fine 
qift  st  ores 
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This  announcement  appears  as  a  mutter  of  record  only. 


$540,000,000 


LEGEIVD  CAPITAL  GROUP,  L.P. 

an  affiliate  of  Castle  Harlan,  Inc. 


along  with  Management  and  other  investors  has  sold 


DELAWARE  MAIVAGEMEMT 
HOLDINGS,  mC. 


to 


LmCOKM  NATIONAL  CORPORATIOIV 


The  undersigned  acted  as  a  financial  advisor  to  Delaware  Manaf>ement  Holdings.  Inc. 
in  the  sale  to  Lincoln  National  Corporation. 


CASTLE  HAKLAM,  IMC. 


Ma\  1995 


New  York 


Plant  Trees  for  America 

10  Free  Trees 

Ten  Colorado  blue  spruces,  or  other 
conifers  selected  to  grow  in  your 
area  will  be  given  to  each  person  who 
joins  the  Arbor  Day  Foundation. 

To  become  a  member  and  to 
receive  your  free  trees,  send  a  $10 
membership  contribution  to  Ten 
Blue  Spruces,  National  Arbor  Day 
Foundation,  100  Arbor  Avenue, 
Nebraska  City,  NE  68410. 

Join  today,  and  plant  your  Trees 
for  America! 

.The  National 
'Arbor  Day  Ft)untiation 
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CORRECTIONS  &  CLARIFICATION 

Because  of  a  production  error,  most  re 
ers  did  not  receive  the  full  text  of  "Ca 
the  Supernet"  (Science  &  Technolt 
May  1).  The  complete  version  of  the  si 
can  be  found  in  this  issue,  on  page  9 

For  "The  faded  colors  of  Benetton"  ( 
Corporation,  Apr.  10),  business  week  she 
have  sought  a  response  from  the  Bene 
family  about  assertions  in  the  story  t 
the  family  is  riven  with  conflicts  over  st 
egy.  The  company  says  that  such  cla 
are  untrue  and  that  the  four  founding ; 
lings  have  a  unified  vision.  Also,  Ber 
ton's  operating  margins  averaged  14 
from  1991  to  1993,  not  14.7%. 

In  "PACs  cross  the  street"  (Governm^ 
Apr.  10),  PAC  contributions  from  11  fin| 
cial  institutions  went  to  the  National 
publican  Senatorial  Committee,  not  tol 
chairman  of  that  committee,  Senator! 
fonse  M.  D'Amato  (R-N.  Y.). 


government's  level  of  financial  sup 
was  2.9%  of  the  sales  value  of  exp( 
Support  in  Germany  was  5.7%,  I 
ain  11.6%,  France  23.4%,  and  Ja 
51.4%. 

Today,  Congress  is  talking  about 
ting  even  this  limited  effort.  Citi 
and  the  Congress  should  be  aware 
the  advancement  of  exporting  is  ke 
economic  survival.  It  is  also  the  least 
pensive  job  creator  the  nation  has. 

E.  Martin  Du^ 
Executive  Dire 
Small  Business  Exporters  A| 
Annandale,P« 
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Best  Western  isn't  just 
3me  away  from  home, 
a  home  office.  Because 
3t  of  our  hotels  offer  the 
ibices  and  amenities 
iness  people  require,  like 
■oom  workspace,  restau- 
ts,  and  meeting  facilities, 
i  with  3,400  hotels  in  63 
ntries,  many  near  air- 
ts  and  downtown  busi- 
s  centers,  it's  a  short 
)  to  a  Best  Western  no 

;tter  where  you  go. 

-And  if  you  travel  often, 
1  our  frequent  guest 


program,  Gold  Crown  Club 
International.  You'll  accrue 
points  toward  free  tickets 
on  American  Airlines,  golf 
and  ski  awards,  free  stays 
at  Best  Western,  and  valuable 
merchandise  with  each  stay. 
If  you're  not  already  a 
member,  please  call  1-800- 
USE-GOLD  to  join.  Or  simply 
enroll  the  next  time  you 
check  in 

And,  for  a  limited  time, 
we'll  double  the  points  that 
you  earn  on  the  first  night 
of  each  stay.  All  you  need 


to  do  is  charge  your  room 
with  your  Visa*  card.  Just 
call  1-800-528-1234  to  make 
reservations  and  ask  for 
the  "Best  Guest"  Double 
Points  Offer  with  Visa. 

With  all  that  going  for 
us.  Best  Western  and  Visa 
are  far  and  away  the  best 
choices  for  business. 


GOLD  CROWN  CLUB 
BEST  GUEST  AMENITIES 

m  Bonus  Points 
Program  available 

lil  Free  newspaper 

Y  Free  cocktail/ 
mocktail 

Jt  Free  coffee  in  room 

a  Free  local  calls 

5  Free  FAX  service 

t  Free  room  upgrade 
(when  available) 

&^  Free  continental 
breakfast 

!i  Free  full  breaklast 
Spouse  stays  free 
L  Late  checkout 

CALIFORNIA 
Carlsbad 

Best  Weslern 
Beacti  Terrace  Inn 

Best  Weslern 
Beach  View  Lodge 

Mountain  View 

Best  Weslern  Inn 
(near  Hwv  237) 

San  Diego 

BesI  Weslern 

Hanalei  Hotel 

m  B      L  «  S 

San  Francisco 

Airport  Area 

(Mlllbrae) 

BesI  Weslern 

El  Rancho  Inn 

San  Francisco 
Airport  Area  (San  Mateo) 

BesI  Western  San  Ivlaleo 
Los  Prados  Inn 
«■  Otl '     L  t 
San  Jose 

BesI  Weslern  Gateway  Inn 

a  « 

Santa  Barbara 

BesI  Western 
Pepper  Tree  inn 

a  L  Ji« 
Santa  Monica 
Best  Western  Ocean  View 

t  L 
Santa  Rosa 
Best  Weslern  Garden  Inn 

'V>  L      «  # 
IOWA 

Oes  Moines 

BesI  Weslern  Des  IVIomes 
W  Executive  Cenlei 
^'.'L'^jlatBlS 
Iowa  City  Area 
(Coralvllle) 

Best  Western  Westtield  Inn 

[SI  L  w  21  t 
MASSACHUSEnS 
Boston 
BesI  Western 
Terrace  Motor  Lodge 
m  * 
MICHIGAN 
Detroit 

(Sterling  Heights) 

Best  Western 
Sterling  Inn  Banguel 

6  Gonteience  Center 
a  i»)  L  !1  t 
MINNESOTA 
Saint  Cloud 

Best  Western  Kelly  Inn 
■m  [H      L  ■«  \ 
MONTANA 
Kalispell 

Best  Western  Outlaw  Inn 
L  t  \ 


NEBRASKA 
Lincoln 

Best  Western 

AAA  Villager  IVIolor  Inn 

Omaha 

BesI  Western  Central 
Executive  Center ' 

Omaha  Area 
(Council  Blults  lA) 

BesI  Western  Metro 
•-i>  L      St  S 
NEVADA 
Las  Vegas 

Best  Western  McCarran 
Inn 


NEW  MEXICO 
Albuquerque 

Best  Weslern  Airport  Inn 
a  r,»  ,nr>  ^  »  "A, 

NEW  YORK 
New  York  City 
(Manhattan) 

BesI  Western 
President  Hotel 
m  • 

NORTH  DAKOTA 
Bismarck 

Best  Western 
Doublewood  Inn 
(Il'»>  L  » 
Best  Western  Fleck  House 

Fargo 

Best  Western 
Doublewood  Inn 
&  Conterence  Cenler 
Y  '»  a  » 
Grand  Forks 
BesI  Western  Fabulous 
Westward  Ho  Motel 
(»  L 

BesI  Western  Town  House 

a 

Mandan  (Bismarck  Area) 

Best  Weslern  Seven  Seas 
Inn  &  Conference  Center 
«?  L  t 
MInot 

BesI  Western  International  Inn 

a-*)  L  t 

Best  Weslern  Safari  Inn 

OREGON 
Portland  South 
(Tigard) 

Best  Western  Chateau  290 

TEXAS 
El  Paso 

Best  Western  Airporl  Inn 
a    a  #  \ 

WASHINGTON 
Bellevue 

BesI  Weslern  Bellevue  Inn 

a  ■■"f  L  t 

Mount  Vernon 

BesI  Western  Cotlonlree  Inn 

a  L.':r'JI»t\ 

Seattle  Area 
(Federal  Way) 

BesI  Western 
Federal  Way  Executel 
(Wa'^'^^^Jfe*  »  S 
Tacoma 

Best  Western  Executive  Inn 
^  Jik  s  lEi 
Tacoma  Area 
(Puyallup) 

Best  Western  Park  Plaza 
a'V.'T'Jt^tS 
BRITISH  COLUMBIA 
Vancouver  Airport 
Area  (Richmond) 
Best  Western  Abeicoin  Inn 
PT'jk  t 


YOUR  BEST  BET 
IS  A  BEST  WESTERN. 
1-800-528-1234 


Quest"  Double  Points  Offer  valid  only  witfi  use  of  a  Visa  Card.  Good  at  participating  locations  only  and  may  not  be  combined  witfi  any  other  offer.  Offer  ends  May  19,  1995.  "Best  Guest"  amenities  vary  by  fiotel. 

©1995  Best  Western  International.  Inc.  Best  Western  hotels  are  independently  owned  and  operated. 


For  a  brochure  call 


Even  in  the  caring, 
sharing  '90s,  you  can  still  use 
a  little  personal  space. 


After  all  the  time  you've  spent  raising  your  sensitivity  to  the  needs  of 
others,  you  could  probably  use  some  time  for  yourself.  Fortunately, 
the  all  new  Monte  Carlo  is  here.  It's  a  very  personal  space,  designed 
for  a  very  personal  fit.  It's  a  place  where  the  only  relationship  that 
matters  is  the  one  between  your  driving  instincts  and  a  car  engi- 
neered to  follow  them  unerringly.  Where  you  can  relax  undisturbed 
in  the  c(  iniort  of  an  ergonomically  designed  driver's  seat,  within  an 
impeccably  tidgned  cabin.  Of  course,  you  could  decide  to  share  all 
this  with  someone  special.  But  that's  completely  up  to  you. 
The  New  JS/[onte  Carlo 

G  K  N  U  I  N  H    C  H  E  V  R  C)  I.  E  T  " 


Books 


THE  CONFIDENCE  GAME 

By  Steven  Solomon 
Simon  &  Schuster  • 
606pp  •  $30 


THE  CENTRAL  BANKS 

By  Marjorie  Deane  and 

Robert  Prmgle 

Viking  •  369pp  •  $29.95 


THE  VANDALS'  CROWN 

By  Gregory  J.  Millman 
Free  Press  •  305pp  •  $23 


WILL  THE  '90s  SWAMP 
CENTRAL  BANKERS? 


For  central  bankers,  the  past  year 
or  so  has  been  a  hair-ciu-ler.  First, 
the  U.  S.  Ti'easury-bond  market 
ci-ashed.  Months  later,  the  Mexican  econ- 
omy imploded.  Then  the  dollar,  the  lira, 
and  sevei'al  other  cuirencies  collapsed  to 
record  lows  against  the  mighty  Japa- 
nese yen,  German  mark,  and  Swiss 
franc.  But  that's  not  the 
half  of  it.  A  tidal  wave  of 
global  borrowing  and  a 
massive  deregulation  of  fi- 
nancial markets  sent  tril- 
lions of  dollars  washing  in 
and  out  of  economies  fi'om 
Argentina  to  Thailand  to 
Sweden,  causing  cuiTencies 
to  gyrate  wildly  and  mak- 
ing mincemeat  of  every- 
one's growth  forecasts.  In 
this  crazy  environment,  fi- 
nancial volatility  became  so 
commonplace  that  even  the  collapse  of 
Baring  Securities  Ltd.  in  a  spectacular 
$1  billion  derivatives  scandal  failed  to 
slow  the  markets  foi-  more  than  a  few 
days. 

That  none  of  this  has  brought  the 
world  economy  to  its  knees  is  a  tribute 
to  the  resilience  of  markets  nowadays. 
It's  also  a  testimonial  to  the  powers  and 
crisis-management  skills  of  the  world's 
central  bankers.  Unelected,  often  un- 
easy in  the  spotlight,  and  frequently  re- 
viled by  politicians  and  public  alike, 
these  men  and  women  are  nonetheless 
the  power  behind  the  global  economy. 
True,  traders  have  the  resources  and 
skills  to  thwart  central  bankers'  wishes 
in  the  short  run.  But  over  the  long  haul, 
there  can  be  no  growth  without  credit — 
and  central  bankers  are  the  ones  that 
come  up  with  credit  day  after  day. 

The  wild  and  woolly  '90s,  however, 
present  central  bankers  with  challenges 
that  are  many  times  gi'eater  than  those 
they  have  faced  during  50  years  of  fair- 
ly steady  e.xpansion.  There's  the  rough- 
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ly  $20  trillion  worth  of  high-tech  deriv- 
atives on  the  books  of  global  banks  and 
coiporations,  for  example.  A  wajp-speed 
foreign  exchange  market  is  trading  $1 
trillion  a  day,  much  of  it  largely  unrelat- 
ed to  the  mundane  business  of  financing 
world  trade,  and,  in  the  U.  S.,  a  $2  tril- 
lion mutual-fund  industry  is  rapidly 
changing  the  definition  of 
banking.  Finally,  a  financial 
system  in  one  country 
alone — Japan — is  carrying 
at  least  $1  trillion  in  un- 
booked losses,  left  over 
from  the  "bubble  economy" 
of  the  '80s.  Heaven  knows 
what  will  pop  up  next. 

Whether  central  banks 
are  up  to  the  task  of  man- 
aging these  burdens  is  the 
piimaiy  theme  of  three  new 
volumes  that  approach  their 
subject  from  very  different  angles.  The 
Confidence  Game  explores  how  central 
bankers,  through  trial  and  eiTor,  have 
learned  to  be  crisis  manager's.  The  Cen- 
tral Banks  is  a  comprehensive  treat- 
ment of  the  history  and  art 
of  monetary  control.  And 
The  Vandals'  Croum  em- 
phasizes the  r"ole  of  the 
trader 

All  three  books  provide 
str-aightfoi'war'd  accounts  of 
the  age-old  battle  between 
governments  seeking  to  de- 
base their  curr-encies  for 
quick  gr'owth  and  bankers 
fighting  to  maintain  sound 
money.  But  Confidence 
Game  stands  out  as  the 
most  readable  of  the  trio.  Starting  with 
a  gripping,  91 -page  account  of  the  ef- 
forts by  Feder-al  Reserve  Chair-man 
Alan  Gr-eenspan  and  former  New  York 
Fed  Pi-esident  E.  Gerald  Corrigan  to 
contain  the  damage  of  the  1987  global 
stock-market  crash,  fr"eelance  financial 
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HOW  REBEL  CURRENCY  TRADERS 
OVERTHREW  THE  WORLD'S 
CENTRAL  BANKS 


writer  Steven  Solomon  has  writt 
page-tur-ner  that  at  times  reads  i 
like  a  thriller  than  a  ti-eatise  on  nw^: 
tary  affairs. 

Pay  close  attention  to  Solomon's  I 
by-blow  account  of  Paul  A.  Vole' 
daring,  seat-of-the-pants  experir 
with  "practical  monetarism"  in  1979 
stopped  runaway  inflation  and  a  cr 
ing  dollar  By  r-esolutely  targeting 
ey  gr'owth  and  sticking  to  his  guns, 
as  U.  S.  interest  rates  soared  anc 
economy  sank,  Volcker  set  an  exa\ 
of  independence  that  other  central 
er's  ar'e  still  trying  to  follow. 

In  keeping  with  the  thriller 
even  the  significance  of  Solomon's  | 
remains  a  mysterj'  for  more  thar 
pages.  That's  a  long  way  to  travel  f(| 
answer,  but  the  mystery  is  worth 
eling.  It  seems  that,  down  deep  in 
hearts,  central  bankers  have  to  ha  H'^^ 
bit  of  the  classic  con  man  within  t 
To  illustrate  the  point,  Solomon  recc 
the  tale  of  how  the  worid's  money 
had  to  scramble  when  the  1974  coll  W'' 
of  Frankfurt's  Herstatt  Bank  nt 
sparked  a  panic  on  Wall  Street 
thr'eatened  to  shut  down  much  ofi™se 
global  financial  system 

Dumbfounded,  the  central  ban 
converged  on  Basel,  the  Swiss  hon 
theii'  unofficial  club — ^the  Bank  for  I:  5™ 
national  Settlements — and  cobblec 
gether  an  enigmatic  statement  that 
hoped  would  restor'e  or'der  Their  t  roiic) 
declar-ation  indicated  merely  that  ce;  ?tS(fl 
banks  would  supply  cash  to  the  E 
bond  market  "if  and  when  necess; 

Truth  be  told,  notes  jfcNen 
mon,  the  bankers  ha(|te<iri 


it  I 


ill 


idea  what  they  migh 
able  to  come  up  wi 
push  came  to  shove, 
just  saying  they  migh 
wilhng  to  act  immedit 
calmed  traders  worldv 
It  was  "  'a  real  central- 
confidence  trick,'"  Solo 
quotes  a  satisfied  Ban 
England  official  saying 

With  Volcker  leadingtaiT 
way,  centr'al  bankers  paiTi 
forts  to  maintain  the  mariiets' 
dence  in  their  powers  have  intens 
over  the  year's.  One  way  to  gain 
faith  is  to  make  sure  a  centr-al  bar 
independent  of  politicians'  contro 
are  the  Fed  and  Ger-many's  Bun 
bank.  This  quest  for  autonomy 
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AMONG  THE  BIG  CHALLENGES:  $1  TRILLION  A  DAI 
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WASHING  AROUND  FOREIGN  EXCHANGE  MARKET 
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me  that  Mai j  one  Deane,  former  cen- 
l-bank  watcher  at  The  Economist, 
Robert  Pringle,  former  editor-in- 
jf  of  Britain's  The  Banker  magazine, 
ilore  in  detail  as  they  trace  the  roots 
•entral  banking  back  to  17th  centuiy 
land. 

'heir  dry  prose  and  intense  detail, 
/ever,  become  overwhelming  at  times. 

Few  readers,  I  sus- 
pect, will  spend 
much  time  on 
Deane  and  Pringle's 
dissertation  on  the 
fledgling  central 
bank  of  Estonia  and 
those  of  other  for- 
mer Soviet  states. 
And  while  Central 
Banks  serves  as  a 
useful  text  for  stu- 
dents of  monetary 
affairs,  it  gives 
Ft  shrift  to  the  one  force  already 
ding  central  bankers'  authority:  the 
m  in  trading. 

dy  appetite  wheited  for  more  on  this 
ject,  I  turned  eagerly  to  freelancer 
igory  J.  Millman's  Vayidals'  Crown 

title  refers  to  the  ancient  barbarians 
D  laid  waste  to  Western  Europe), 
[man  sees  today's  highly  paid  traders 

rocket  scientists  as  modem-day  van- 
3,  bringing  monetary  chaos  wherever 
y  tread. 

yCllman  writes  with  a  light  touch  and 
;s  his  volume  with  such  familiar  sto- 
1  as  the  ascent  of  Philadelphia's  man- 
urrency  traders  and  the  triumph  of 
)rge  Soros  over  the  European  Mone- 
f  System.  But  he  saves  the  best  for 
,:  the  little-known  tale  of  how  one 
ue  New  York  currency  trader  nearly 
ceeded  in  hiding  $70  milKon  in  losses 
Ti  his  employer,  Holland's  abn  Amro 
ik. 

I'hat  disturbing  episode  points  out 
huge  risks  that  may  be  lurking  in 
global  economy  as  ban-iers  to  trade 
1  finance  fall  and  trading  explodes. 
-  all  their  moves  toward  indepen- 
ice  and  victories  over  inflation,  the 
fid's  central  bankers  are  still  strug- 
ig  to  get  a  handle  on  the  increasing- 
icary  force  of  the  market.  In  the  new 
letary  order,  acknowledge  Deane  and 
ngle,  "the  cost  to  the  financial  system 
a  major  meltdown] . . .  gets  ever  larg- 
is  different  markets  are  linked."  Per- 
)s  the  central  bankers  were  just 
Ky  when  they  saved  the  day  after 
Herstatt  collapse  21  years  ago. 
lether  they  can  continue  to  con  the 
rkets — or  whether  the  markets  break 
central  banks — will  be  the  story  of 
t  century  finance. 

WILLIAM  GLASGALL 
-ienior  Writer  Glasgall  writes  about 
bal  finance. 
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NATIONAL     CENTER      for      F  A  M  I  L  -v      L  I  1  h  R  A  c:  \- 


One  in  five  American  adulrs 
cannot  read  well  cnoujjh  to 
understand  this  ac"l. 

That's  why  the  National 
Center  for  Family  Literacy 
is  currently  behind  literacy 
programs    lor   families  in 


Suite  200-B.  325  West 
Main  Street,  Louisville, 
Kentucky  40202-4251,  tor 
information  on  how  to  sup- 
port family  literacy.  Or  call 
(502)  584-1133  ext.  33. 
If  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1,000  communities 
across  America.  But  there  is 
much  more  we  need  to  do. 


Wc  urge  you  to  write  the 
National  Center  for  F  imily 
Literacy,  Waterfront  Plaza, 


achieve  full  literacy, 
then  we  can 
achieve  anythine 


Wl:  AKI.  CiRATrPT'L  TO  THIS  PLIHIJCATION  l-OR  SUPPORI   IN  PRINTING  THIS  All 
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You've  decided  to  meet  your 
foreign  competitors  head  on. 

What  computer  system 
do  you  have? 

As  the  world's  leading  UNIX"  vendor, 
we've  helped  provide  solutions  to 
thousands  of  companies  around  the  globe. 
If  the  business  decisions  are  yours, 
the   computer  system   should   be  ours. 


HEWLETT^ 
PACKARD 


Computer  Systems 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

TIPS  ON  TAPPING  IN 
FROM  AFAR 


Personal  computers 
make  it  possible  for 
you  to  work  wherever 
you  are — at  home,  in  a  hotel 
room,  even  on  an  airplane. 
But  no  matter  how  carefully 
you  plan,  there  always  seems 
to  be  some  cincial  bit  of  data 
that  you've  forgotten  to  take 
with  you  and  that  you  can 
get  only  by  connecting  to 
your  office  machine  or  net- 
work. This  is  where  remote- 
access  programs,  a  fast-evolv- 
ing area  of  software,  can  be 
lifesavers.  ^ 
Remote-access  soft-  ^ 
ware  comes  in  three 
flavors — and  to 
make  things  more 
confusing,  two 
and  sometimes  all 
thi'ee  of  the  pieces 
ai"e  combined  into 
single  products. 
Remote  file  trans- 
fer lets  you  send 
files  to  and  fetch  files 
ft'om  another  computet 
over  a  phone  line.  Typical 
programs  for  Windows  or  the 
Macintosh  show  the  files  on 
the  local  and  remote  comput- 
ers in  separate  windows  and 
allow  you  to  initiate  a  trans- 
fer by  dragging  the  file  from 
one  window  to  the  other. 
SPECIAL  HARDWARE.  Kemote- 
control  progi'ams  let  you  use 
a  distant  machine  as  though 
you  were  sitting  at  its  key- 
board and  looking  at  its 
screen.  Of  course,  working 
over  phone  lines  means  it  will 
always  take  a  few  seconds 
for  the  screen  to  refresh  it- 
self, though  faster  modems 
and  better  software  technolo- 
gies are  making  the  delays 
t  ilerable.  You  can  hook  into 
yi  'ir  company's  network  with 
remote-control  software  by 
using  it  to  log  your  office  ma- 


chine onto  the  network,  but 
for  security  reasons,  this  is 
not  a  good  idea. 

Remote-node  software,  on 
the  other  hand,  allows  your 
home  computer  or  laptop  to 
function  as  though  it  were 
connected  directly  to  the  of- 
fice local-area  network.  The 
only  real  difference  is  that 
you  are  linked  by  a  modem, 
probably  with  a  maximum 
speed  of  28,800  bits  per  sec- 
ond, rather  than  a  network 


with  speeds  of  up  to  10  mil- 
lion bits  per  second.  But  a 
remote  node,  unlike  the  other 
types  of  remote  access,  gen- 
erally recjuires  special  hard- 
wai"e  on  the  network  and  will 
only  be  usable  if  a  network 
administrator  has  set  it  up 
for  you. 

If  remote  network  access 
has  been  set  up  for  you, 
you'll  have  to  use  the  soft- 
ware your  administrator  has 
chosen.  But  if,  like  most  us- 
ers, you  want  do-it-yourself 
file  transfer  and  remote  con- 
trol, you  have  lots  of  soft- 
ware choices.  My  current  fa- 
vorite is  Ti'aveling  Software's 
$99  LapLink  for  Windows, 
which  combines  sophisticated 
technology  with  simple  setup 


and  an  interface  that  makes 
it  easy  to  switch  between  re- 
mote-control and  file-transfer 
modes.  ReachOut  from  Stac 
Electronics  is  somewhat  more 
difficult  to  use  because  it  re- 
quii'es  nanning  a  program  be- 
fore you  start  Windows. 
However,  an  upcoming  ver- 
sion, expected  to  cost  around 
$100,  eliminates  the  problem 
and  adds  a  number  of  new 
features.  Symantec  Corp.'s 
$129  PcAnywhere  is  also  a 
popular  choice.  In  the  Mac 
world,  probably  the  most 
widely  used  package  is  Far- 
allon's  $139  Timbuktu. 
HEADACHES.  Anyone  setting 
up  remote  access  of  any  sort 
should  be  aware  of  security 
issues.  As  soon  as  your  com- 
puter can  take  calls  from  the 
outside  world,  it  is  at  risk. 
You  may  find  your  ability  to 
set  up  a  corporate  computer 
for  remote  access  is  limit- 
ed by  company  secur- 
ity policies.  Micro- 
soft Corp.  had 
planned  to  give 
yy  all  Windows  95 
f/  users  the  ability 
to  set  up  dial-in 
access  to  office 
networks  but  re- 
moved the  feature 
after  corporate  net- 
work managers  com- 
plained about  security 
headaches. 

Fortunately,  off-the-shelf 
remote-access  packages  in- 
coi-porate  a  range  of  security 
features.  At  a  minimum,  you 
should  tell  the  program  to 
accept  calls  only  from  speci- 
fied users — probably  just 
yourself — and  to  require  a 
password  for  all  access.  If 
you  will  always  be  calling 
from  the  same  location,  per- 
haps ft-om  home,  you  can  set 
up  the  software  so  that  it 
automatically  calls  you  back 
at  a  predetermined  phone 
number. 

Once  it's  possible  for  you 
to  reach  your  computer, 
there's  a  chance  someone  else 
can,  too.  But  if  you  take  rea- 
sonable precautions,  the  ad- 
vantages of  remote  access  fai- 
outweigh  the  risks. 
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ONLINE  SERVICES 
TRAVELER'S  AID 

Upheaval  in  the  airline  busi 
ness  has  made  a  good  trave 
agent  hard  to  find.  But  the 
clunkiness  of  online  alterna 
tives,  such  as  American  Air- 
lines' Eaasy  Sabre,  is  discoui 
aging.  If  you're  looking  for  a 
better  way  to  book  travel,  cor 
sider  traveiOGix  online  from 
traveiOGix  (800  815-6449). 


Fi 


$15  per  month  plus  150  per 
minute  after  two  hours,  you 
get  an  easy-to-use  Windows 
interface  that  lets  you  build 
travel  itinerary  and  check 
fares.  You  can  then  forward 
the  itinerary  to  your  travel 
agent,  or  you  can  book  the 
tickets  through  traveiOGix.  Uf 
grades  scheduled  for  release 
this  summer  will  add  the 
ability  to  book  hotel  rooms 
and  rental  cars. 

WEB  SIGHTINGS 
AN  ONLINE  SEARCHLIGHT 

Thousands  of  new  Internet  u; 
ers  flooding  onto  the  World 
Wide  Web  through  commercii 
online  services  may  soon  get 
some  help  in  the  daunting 
task  of  finding  material.  Intf 
first  deal  of  its  sort,  Carnegie 
Mellon  University  has  license 
its  Lycos  Catalog  of  Web  re 
sources  to  Microsoft  Corp.  foi 
use  on  the  forthcoming  Micro 
soft  Network.  Current  Web  us 
ers  can  check  out  thecataloj 
at  http://lycos.cs.cmu.edu, 
though  heavy  demand  some 
times  overwhelms  the  sys- 
tem's ability  to  handle  searcf 
requests. 


QUESTIONS?  COMMENTS?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 


DO 
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In  the  new  world  of  communications  networ 
one  word  stands  for  change. 


I'W5  Norlhcrn  Telecom 
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matic  changes  are  reshaping  the  communications 
jstry.  One  company  is  at  the  forefront  of  change, 
thern  Telecom. 

und  the  globe,  customers  rely  on  us  to  design, 
d,  and  integrate  the  world's  most  advanced 
tal  communications  networks  for  information, 
;rtainment,  and  communications. 

the  57,000  employees  of  Northern  Telecom, 
)  is  an  historic  year. 


It  s  our  100th  anniversary.  For  a  century  we  have 
been  helping  our  customers  bring  people  together 
through  communications. 

To  mark  the  occasion  we  are  introducing  this 
new  logo-a  graphic  expression  of  our  worldwide 
presence  and  commitment  to  innovation. 

To  discover  more  about  NORTHERN  TELECOM 

and  how  communications  networks  will  change  our 
world,  call  for  our  annual  report  at  1-800-4  NORTEL. 


NORTEL 

A  World  of  Networks 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


WHY  IS  JAPAN 

SHOOTING  ITSELF  IN  THE  FOOT? 


i 


INSTABILITY: 

The  rising  yen 
is  crippling 
Japan  Inc. 
Unless  Tokyo 
policymakers 
face  the  crisis, 
companies 
may  flee,  and 
the  economy 
could  atrophy 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Tecfinology 


A decade  ago,  Japan  seemed  all-power- 
ful— and  all  set  to  play  a  dominant 
role  in  world  trade  and  finance.  To- 
day, the  yen  is  as  almighty  as  the  dollar  was 
at  the  peak  of  its  overvaluation  in  1985,  but 
its  strength  is  illusory.  The  truth  is  that 
overly  hard  currencies  cut  first  into  profits 
and  then  into  jobs,  financial  stability,  and  so- 
cial cohesion. 

The  U.  S.  went  down  this  road  in  the  '80s. 
It  has  taken  a  decade  to  repair  the  damage 
from  high  real  interest  rates,  bad  balance 
sheets,  overvaluation,  and  premature  and  ex- 
cessive deindustriahzation.  Japan,  for  its  pai*t, 
has  had  deep  pockets:  Losses  were  covered  in 
liome  markets  by  shareholders  and  bankers 
who  did  not  ask  questions.  Now,  after  many 
years  of  financial  distress  and  no  growth,  the 
pockets  are  empty,  and  a  serious  battle  is 
under  way.  Japanese  companies  know  what  to 
do — flee  offshore  and  away  fi'om  the  strong 
yen,  leaving  behind  broken  lifetime  contracts, 
broken  banks,  and  broken  public  finance. 

While  the  yen  is  going  through  the  roof, 
Japan's  economy  is  going  through  the  floor 
Companies  are  on  the  treadmill  of  cuirency 
appreciation  and  cost-cutting,  banks  are  in 
trouble,  and  the  government  stands  by  wring- 
ing its  hands.  Japan  is  in  a  deadly  spiral  of 
overvaluation  that  is  entirely  self-inflicted:  It 
madly  pushes  out  goods  and  sucks  in  money. 
The  Japanese  save  famously,  but  with  profit- 
ability depressed,  they  invest  little,  and  hence 
flood  the  world  with  goods.  But  as  asset-hold- 
ers, the  Japanese  insist  on  hard  yen  in  their 
balance  sheets  and  earnings  flows,  dumping 
sur])lus  dollars  around  the  world.  The  result, 
pei^vei-sely,  is  a  yen  so  hai'd  that  they  can't  af- 
ford to  live  on  it. 

TIRED  MODEL.  In  the  past,  there  was  Japan 
Inc. — a  tight  partnership  of  govemment  and 
business  that  assui-ed  stabihty  and  growth. 
The  goods  and  asset  markets  were  kept  re- 
pressed so  companies  could  enjoy  cheap  fi- 
nance from  forced  savings  and  high  domestic 
prices  to  support  battles  for  foreign  market 
share.  A  rising  yen  was  the  rule — but  never 
so  fast  that  productivity  growth  couldn't  pay 
for  the  strengthening  of  the  currency.  Today, 
the  model  is  weaiing  thin:  Companies  want  to 
sm-vive,  and  that  means  going  offshore.  Finan- 
cial markets  cannot  cover  up  de  facto  bank- 
i-uptcy  forever,  and  that  means  credit  is  get- 
ting rationed.  Govemment  is  straddling  the 
fence  between  international  commitments  and 


the  domestic  conspiracy  to  keep  markets  si 
tered.  In  policy  and  politics,  the  country 
faring  no  better:  Old-timers  are  running 
Ministi-y  of  International  Trade  &  Indust 
the  Bank  of  Japan,  and  the  Ministiy  of 
nance  as  if  nothing  had  happened.  But  w 
one-party  rale  shattered,  politics  is  turn: 
into  a  fi-ee  for-all. 

For  once,  U.  S.  policies  are  not  the  reaf 
for  the  strong  yen.  In  comparison  with  Jaj 
and  Germany,  the  U.  S.  looks  far  sounc 
than  it  did  in  1985,  at  the  dollar's  peaks.  1 
budget  deficit  is  smaller  than  Germany's 
Japan's,  and  the  inflation  rate  has  been  mi 
erate  for  a  decade.  True,  budget-cutting  wo 
be  desirable,  and  it  would  be  a  good  idea 
have  a  more  concrete  commitment  from 
Federal  Reserve  to  moderate  inflation,  1 
even  that  would  not  make  much  difference 
the  yen. 

TREADMILL.  Hot  money  funds  might  magr 
the  problem,  but  don't  blame  them — this  i 
problem  of  Japan  Inc.  malfunctioning.  0 
the  past  few  years,  Japanese  monetaiy  pol 
has  been  consistently  supertight.  'Due,  interj 
rates  were  low,  but  prices  were  falling, 
that  meant  real  interest  rates  were  high,  esi 
cially  considering  the  strained  balance  she 
and  the  absence  of  growth.  Fiscal  policy  v 
also  misaligned:  There  was  stimulus,  but 
was  always  too  little,  too  late.  The  righteoi 
ness  of  wr'ongheaded  policymakers  is  remiij 
cent  of  the  U.  S.  in  1928-32,  when  insistence 
balanced  budgets  and  tight  monetary  contj 
precipitated  the  Great  Depression.  Japan  n 
prosperity  policies,  not  more  deflation. 

Japan  must  also  deal  with  its  perenr| 
trade  problem.  Until  Japan  offers  an  hon: 
program  of  market  opening  instead  of 
empty  promises  of  the  past  decade,  finam 
markets  will  view  Japan's  trade  surplus 
yen  shortage  as  reasons  to  push  up  the  ji 
even  more. 

So  far,  the  problem  has  mostly  been  one 
Japan  and  for  yen  debtors.  The  trouble  nj 
not  stay  there,  though:  Increasing  fragili 
in  Japan  could  cause  worldwide  instabilj 
Until  Tokyo  grasps  its  own  interests,  the  r\ 
of  us  can  do  little  to  help  Japan  along.  i 

To  get  off  the  treadmill,  Japan  must  ab! 
don  the  insularity  of  its  trade  and  finance  jI 
come  to  grips  with  the  incompetence  of  i 
poUcymakei-s.  On  the  present  coui-se,  the  eci 
omy  will  hollow  out  at  a  rapid  pace,  and  a  1 
ciety  reared  on  consensus  will  become  divid! 
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ol  United  Airlines  want  to  get  vou  to 
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HELP  WANTED 
FOR  LESS  PAY 

Hard  hats  and  truckers  are  scarce 

In  congressional  testimony  last  sum- 
mer, Federal  Reserve  Chairman  Alan 
Greenspan  cited  shortages  of  construc- 
tion workers  and  truck  drivers  as  a  sign 
of  impending  M^age  inflation.  Since  then, 
the  lack  has  gotten  worse.  Trucking 
companies  are  complaining,  while  build- 
ers in  go-go  cities  such  as  Houston  and 
Phoenix  report  a  lack  of  carpenters  and 
electricians.  "We  have  people  crying  for 
workers,"  says  Daniel  J.  Bennet  of  the 
Associated  Builders  &  Contractors. 

With  talk  of  shortages,  pay  for  hard 
hats  and  truckers  should  be  going  up, 
right?  Wrong.  In  fact,  real  wages  (ad- 
justed for  inflation)  are  falling  faster 
than  in  almost  any  other  industry.  In 
the  past  year,  average  pay  in  construc- 
tion has  dropped  0.6%,  while  the  de- 
cHne  in  truckers'  pay  was  twice  that. 
Meanwhile,  wages  for  all  private-sector 
production  workers  fell  by  by  0.2%. 
Over  the  past  five  years,  the  decUne  in 

WHERE  WAGES  ARE  FAUiNCI- 
AND  RISING 
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relative  wages  is  even  greater  (chart). 

Falling  wages  may  help  create  short- 
ages— by  making  construction  and 
trucking  less  appealing.  These  jobs  have 
always  involved  hazards  and  irregular 
hours.  Now  they've  lost  their  wage  ad- 
vantage as  well.  "Young  people  ask: 
"Why  am  I  going  to  do  all  that  for  little 
or  no  extra  pay  or  benefits?' "  says  John 
Heffner,  executive  director  of  training 
for  Associated  General  Contractors,  an 
industry  group.  With  tmcking  "wages 
dropping  like  a  stone,  it  has  become  a 
la^it-ditch  occupation,"  says  Michael  Belz- 
er  of  Cornell  University. 

What's  driving  wages  down  in  these 
jobs?  Intense  competition,  deregulation, 
and  the  decline  of  collective  bargain- 


ing— things  that  are  not  about  to 
change.  Despite  the  cries  of  inflation 
pessimists,  these  labor  shortages  are 
evidence  of  the  strength  of  the  disinfla- 
tionary forces  in  the  U.  S.  economy. 


ACADEMIA 
GOES  ONLINE 

It  aims  to  sell  scholarly  papers 

More  than  two  decades  ago,  econo- 
mists developed  portfoho  theory 
and  spavmed  a  revolution.  Now,  three  fi- 
nance economists,  Eugene  F.  Fama  of 
the  University  of  Chicago,  Michael  C. 
Jensen  of  Harvard  business  school,  and 
M.  Wayne  Marr  of  Clemson  University, 
have  formed  a  company  to  transform 
how  academic  information  is  distributed. 

Social  Science  Electronic  PubUshing 
Inc.  pubHshes  an  economics  "journal" 
on  the  Internet,  which  it  hopes  wiU  wid- 
en the  market  for  academic  work — and 
make  money  in  the  process. 

SSEP  maintains  a  Ust  of  subscribers 
who  receive  abstracts  of  academic  pa- 
pers by  E-mail.  Then,  the  subscribers — 
investment  bankers,  treasurers,  and  con- 
sultants— can  use  E-mail  to  request  a 
copy  of  the  paper  Says  Mark  N.  Broa- 
die,  professor  at  Columbia  business 
school,  who  got  hundreds  of  inquiries 
after  his  papers  were  disseminated  by 
ssep:  "It's  amazing  the  amount  of  inter- 
est out  there  that  was  imtapped.  And 
not  just  in  the  U.  S.  People  in  Australia, 
Europe,  and  elsewhere  can  now  get  ac- 
cess to  information  this  way." 

SSEP  is  about  to  launch  a  product  on 
accounting  and  maybe  later  all  the  social 
sciences.  As  more  and  more  papers  are 
distributed  over  the  Internet,  some  jour- 
nals may  abandon  print,  as  the  papers 
get  wader  distribution.  And  that  may 
be  good  news.  "We  are  changing  the 
academic  landscape.  People  used  to  pub- 
Ush  to  get  tenure.  Now  there  wiU  be 
less  junk  because  they  will  be  writing 
for  public  consumption.  People  have  to 
focus  on  good  topics,"  says  Marr. 

By  Christopher  Farrell 


THE  TEMP  BOOM 
IS  HERE  TO  STAY 

Low  joblessness  doesn't  faze  it 

Even  with  5.5%  unemployment  and  a 
recovering  labor  market,  many  com- 
panies depend  heavily  on  temporary 
help.  Temp  outfits  have  added  more 


than  1  million  workers  over  the  p 
three  years,  and  their  employment 
rising  at  17%  annually.  They  are  me 
ing  the  strong  demand  for  temps 
telecommunications,  computers,  hea 
manufacturing,  and  banking. 

The  strength  and  longevity  of  1 
temporary-help  boom  has  surprised  e^ 
Mitchell  S.  Fromstein,  ceo  at  Manpc 
er  Inc.,  one  of  the  world's  largest  te 
agencies.  Fromstein  says  businesi 
such  as  his  may  have  become  an  in 
gral  part  of  the  hiring  process.  "Com 
nies  don't  want  to  make  a  hiring  n 
take,"  says  Fromstein,  so  instead 
advertising  permanent  positions,  thej 
choosing  their  full-time  workers  out 
the  temporary  pool. 


INFUTION'S 
UNEVEN  SPREAD 

Developing  lands  take  bigger  hit; 


Inflation  may  be  dormant  in  the  U.  s 
but  it  stiU  poses  a  threat  in  other  L 
tions.  Global  consumer  prices  rose  a  i 
blistering  23.3%  pace  last  year,  acco 
ing  to  the  International  Monetary  Fu 
But  this  masks  a  striking  diverge; 
Disinflation  is  taking  deep  root  in  the 
dustrial  nations,  but  prices  are  risj 
sharply  in  much  of  the  developing  w^ 
(chart).  For  instance,  from  1991  thro; 
1994,     consumer  — iWi«H»i 


iNFUTKNfeniiir 

INTHEHiiRDl 


price  inflation  fell 
from  4.2%  a  year 
to  2.6%  in  the 
U.  S.,  and  from 
5.6%  to  0.2%  in 
Canada.  Mean- 
while, among 
those  regions  re- 
porting complete 
1994  data,  inflation 
rates  in  both  Lat- 
in America  and 
Africa  doubled 
during  the  past 
four  years. 

This  dichotomy 
is  a  testimony  to 
the  power  of  mon- 
etary policy.  Money  growth  is  lowl 
the  industrial  world,  as  central  hai 
use  constraint  to  dampen  inflation, 
central  banks  in  fast-growing  develop! 
coimtries  are  more  worried  about  fil 
ing  fast  growrth  or  propping  up  ci\ 
poor  state-nm  companies.  Govemmett 
in  some  stagnant  Third  World  natil^ 
are  running  the  printing  presses  to 
off  bureaucrats. 

By  Christopher  Fari 


^'^%  In  our  mind  there's  no  question.  Planning  for  the  future,  and  building  the  team  to  get  us  there, 
^ir^  has  made  W()RI.DP()RT  lA,  the  Port  of  Los  Angeles,  the  premier  port  for  moving  commerce 
around  the  Pacific  Rim  and  throughout  the  Americas. 
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All  Idea  Witliout  A  Customer  Goes  Nowliere  Fast. 

At  Advanced  Micro  Devices,  we  champion  ideas  tliat  make  a  dilierence 
to  our  customers.  Ideas  we  translorm  into  microcliips  that  make 
personal  computer  and  communications  systems  perlorm  better.  As  a 
resvilt,  AMD  is  NvimLer  1  or  2  in  tke  world  in  every  market  wliere  we 
compete— microprocessors,  communications  circuits,  llasli  memories  and 
programmaLle  logic.  Wliicli  is  not  to  savj  we've  crossed  tke  linisli  line. 
Tlie  truth  is,  we  win  when  our  customers  win.  That's  why  our  12,000 
people  worldwide  are  racing  into  the  luture  with  a  singu  lar  vision: 

U  it'  s  a  good  idea.  If  it  makes  a  difference.  Rmi  witli  it. 

AMDS 

R  mi  wi  th  it. 

1-800-222-9323  Internet:  littp:/'7w ww.amcl.com 
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INTRODUCING  THE  GALANT  LS 
WITH  THE  EXCLUSIVE 

MITSUBISHI 
HOMELINK  SYSTEM.* 


Because  nobody  likes  coming  home  to  a  dark  house,  we  design-': 


the  Galant  LS  with  Mitsubishi  HomeLink '.'  An  exclusive  system  th" 


lets  you  turn  on  house  lights,  and  open  garage  doors  and  securil 


gates,  all  without  ever  leaving  the  driver's  seat,'  (This  is  what  we 


'Mit^iilii'.lii  hHrjiiiMLink'"  System  exclusive  \o  Galdnt  LS  if^  tnidsi^-e  sedan  segment  fHoirv 


ean  when  we  say  the  Galant  has  meaningful  luxury.)  You  just  to  innagine  yourself  in  a  Galant  Surprisingly,  the  Galant  S 

)uch  a  button  on  the  driver's  sun  visor,  without  fumbling  with  starts  at  $14,349,  while  the  Galant  LS  with  Luxury  Package 

lultiple  remotes.  You  can  also  program  the  system  to  operate  is  $23,164.**  For  even  more  details,  simply  turn  the  page. 

r 

ther  devices.  It's  easy  to  imagine  the  possibilities.  And  easy  You  know  how  we  hate  to  keep  people  in  the  dark. 

Jerable  with  Mitsubishi  HomeLink's'"  optional  Lighting  System  "MitSLilji^,hii  H.jmeLink .available  on  LS  model  only  Prices  e.,  luiie  t,-1^es,  title,  license,  fegistration  fee.  freight.  .Je.iler  options,  and  charges 
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I  JAMES  C.  COOPER  &  KATHLEEN  MADiGAN 


m\  INFLATION  ISN'T  SPROUTING 
V  MR.  GREENSPAN'S  NEIGHBORHOOD 
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Economic  gi'owth  keeps  roll- 
ing along  despite  the  Federal 
verve's  efforts  to  restrain  it.  Labor  markets  are  at 
ir  tightest  in  five  years.  And  consumer  confidence  is 
iping.  Right  about  now,  signs  of  rising  prices  should 
popping  up  like  dandelions  on  a  spring  lawn, 
nstead,  the  inflationary  landscape  remains  a  well- 
ded  vista.  Hai'dly  a  weed  is  in  sight,  and  price  pres- 
es  should  stay  tame  for  the  rest  of  the  year.  What 
iports  this  sanguine  outlook?  Certainly,  the  Fed's 
en  hikes  in  short-term  interest  rates  play  a  big 
t.  Call  them  monetary  preemergent — a  stiike  against 
ation  before  it  could  take  root. 

More  important,  labor  costs 
are  growing  at  the  slowest 
pace  on  record,  while  rising 
ordei"^  for  durable  goods  show 
that  businesses  are  still  invest- 
ing in  more  productive  ma- 
chinery. This  commitment  to 
productivity  combined  with 
small  gains  in  compensation 
will  hold  down  the  gi-owth  in 
unit  labor  costs — the  major 
deteiTninant  of  inflation, 
•"ed  Chairman  Alan  Greenspan  has  emphasized  the 
id  to  remain  vigilant  against  even  the  slightest  hint 
Drice  pressures  this  year-.  To  that  end,  one  of  the  cen- 
1  bank's  greatest  concerns  will  be  any  pickup  in 
:sumer  demand.  Consumers  are  clearly  feeling  more 
-imistic  (chart).  But  reports  on  April  retail  sales 
I't  show  an  overwhelming  urge  to  splurge. 
Phis  shopping  ennui  is  important  to  Fed  poHcy.  As 
g  as  demand  grows  only  modestly,  price  pressures 
mot  build  up  any  momentum. 

UE.  INFLATION  FEARS  remain.  One  reason  is 
her  commodity  prices.  Prices  for  raw  materials  in- 
ased  rapidly  in  1994.  But  since  January,  they  have 
-tened  out.  Higher  input  costs  have  not  been  passed 
■ough  into  the  prices  of  finished  goods. 
)ne  area  worth  watching  is  oil — still  an  inflation 
•e  spot  in  the  U.  S.  Ciude-oil  prices  neared  $21  per 
Tel  in  mid-April  on  news  of  a  pipeline  closing  in 
!  North  Sea  and  low  gasoline  inventories  in  the  U.  S. 
t  the  repairs  to  the  pipeline  were  completed  sooner 
in  expected,  and  American  refineries  have  boosted 
)duction.  So  oil  prices  are  back  to  near  $20,  pulling 
5oline  and  heating-oil  prices  down  with  them. 
Higher  materials  costs  alone  will  not  boost  the  infla- 


WHERE  LABOR  COSTS 
ARE  HARDLY  GROWING 


tion  rate  by  very  much,  though.  Nor  will  the  weaker 
dollar.  The  most  important  element  in  the  inflation  out- 
look is  the  cost  of  labor.  That's  because  compensation  is 
a  fai'  greater  expense  for  businesses  than  is  the  cost  of 
raw  materials.  And  unless  an  economy  is  growing  fast 
enough  to  bid  up  wages,  price  hikes  for  input  materials 
generally  do  not  stick. 

THAT  SAID,  the  recent  data  on  employment  costs 
underscore  the  view  that  any  rise  in  inflation  this  year 
will  be  modest.  The  cost  of  wages  and  benefits  for  aO 
private-sector  workers  rose  0.6%  in  the  first  quarter. 
For  the  year  ended  last  quarter,  compensation  was  up 
2.9%,  the  lowest  growth  rate  in  16  years  of  data. 

Benefits  have  led  the  slowdown.  These  costs  edged 
up  just  0.1%  for  the  quarter  and  have  risen  only  2.9% 
for  the  year.  Wages  actually  gi-ew  a  bit  faster,  rising 
0.8%  in  the  first  quarter.  The  Labor  Dept.  said  that 
slower  growth  in  health-care  costs,  state  unemploy- 
ment insurance,  workmen's  compensation,  and  em- 
ployer contributions  to  retirement  funds  have  con- 
tributed to  the  moderate  increase  in  benefits. 

Labor  bills  in  the  Midwest 
region  are  growing  at  the 
slowest  rate  in  the  nation. 
Wages  and  benefits  there  rose 
2.4%  over  the  past  year — the 
lowest  pace  ever  for  the  Mid- 
west. The  region's  paltry  in- 
crease pulled  down  the 
growth  in  labor  costs  for  the 
entire  U.S.  (chart).  The 
growth  rates  for  the  three 
other  regions  are  still  at  least 
a  bit  above  their  lows,  hit  back  in  1986. 

The  Midwest  phenomenon  says  more  about  the  ero- 
sion of  unions  than  about  the  tightness  of  labor  mar- 
kets. In  fact,  jobless  rates  in  the  Midwest  states  aver- 
aged less  than  5%  last  quaiter — ^well  below  the  national 
rate.  But  while  unions  still  have  a  big  presence  in  the 
manufacturing  belt,  their  clout  is  i-usting. 

That's  evident  in  the  fii-st-quaiter  report  on  collective 
bargaining  settlements.  The  Labor  Dept.  said  that  un- 
ion contracts  settled  in  the  fii'st  quarter  call  for  annual 
pay  raises  of  only  1.9%  over  the  life  of  the  contracts. 
These  agreements  replace  settlements  that  won  more 
generous  pay  raises  of  3%. 

Puny  pay  gains  among  union  members  make  it  hard 
to  see  how  any  upward  push  on  wages  will  gel  among 
workers  generally.  That's  especially  true  if  the  economy 
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slows.  The  Fed  is  betting  that  the  economy  will  grow 
below  its  potential,  creating  slack  in  the  labor  mar- 
kets. That  will  chill  any  wage  pressures. 

CRUCIAL  TO  THE  FED'S  BET  will  be  consumers.  In 
Apiil,  they  felt  pretty  chipper.  The  Conference  Board's 
index  of  consumer  confidence  jumped  to  105.5  from 

100.2  in  March.  It  was  the  highest  reading  in  five 
yeai's.  Households  ai'e  upbeat  about  the  cuiTent  state  of 
the  economy.  The  present  situation  index  rose  fi-om 

115.3  to  117  in  April,  also  a  five-year  high. 
Consimiers  ai"e  pailiculai'ly  optimistic  about  job  pros- 
pects. The  Board  said  that  23.4%  of  respondents  think 
jobs  are  plentiful.  That's  better  than  the  21.1%  at  the 
end  of  1994,  and  it's  just  below  the  23.7%  who  feel 
jobs  are  hard  to  get.  What's  more,  changes  in  the  pre- 
sent situation  index  are  a  good  indicatoi"  of  changes  in 
employment.  So  nonfarm  payrolls  should  show  another 
gain  when  the  April  data  are  released  on  May  5. 

Consumers  remain  uncertain  about  the  future, 
though.  The  expectations  index  jumped  in  April,  to 
97.7  fi'om  90.1  in  March,  but  the  index  is  no  higher*  than 
it  was  a  year  ago  or  at  the  start  of  the  expansion. 

Higher  spirits  are  not  lifting  store  receipts.  Retail 
sales  for  the  fii'st  three  weeks  of  April  were  weaker 
than  in  March,  according  to  two  trackers  of  weekly 
sales  data,  the  Mitsubishi  Bank-Wertheim  Schroder  in- 
dex and  the  Johnson  Redbook  Repoii.  Households  have 
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less  extra  cash  because  higher  short-term  rates 
lifting  the  cost  of  existing  adjustable-rate  debt  such 
credit-card  balances  and  mortgages. 

Despite  slack  retail  demand,  the  factory  sector 
mains  vibrant  (chart).  New  orders  for  durable  got 
rose  0.6%  in  March,  after  a  0.7%  drop  in  February. 

The  biggest  gains  were  in  electrical  equipment  i 
industrial  machinery.  These  are  the  same  goods  d 
fined  for  commercial  use  and  exports.  Orders  for  c 
sumer  durables  have  been  falling  recently. 

What  this  means  is  that 
companies  remain  committed 
to  expanding  capacity  and  im- 
proving efficiency,  even  as  the 
cyclical  gains  in  productivity 
fall  away.  Smaller"  increases  in 
factory  output  have  eased  ca- 
pacity constraints  in  industry. 
High  operating  rates  are  usu- 
ally a  sign  of  production  bot- 
tlenecks and  shortages  of  sup- 
plies that  lead  to  price  hikes. 

So  far,  though,  the  economy  has  eluded  the  wee 
creep  of  rising  prices.  The  slow  pace  of  wages  1 
clearly  helped  to  plow  under  inflation.  And  for  the  r 
of  1995,  Greenspan  and  his  cohorts  stand  ready  w 
their  spades  and  pesticides,  intent  on  keeping  inflat; 
out  of  the  well-manicui"ed  economic  outlook. 
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THE  RITS  IN  THE  ROAD  TO  REFORM 


Just  when  newly  inaugwated 
President  Fernando  Enrique 
Cardoso  appeared  to  have  Brazil- 
ian inflation  on  the  ropes,  his  plan 
to  kill  it  so  strengthened  consum- 
er demand  and  the  country's  cur- 
rency that  it  caused 
another  problem:  a 
gaping  trade  deficit. 

The  plan  indexes 
prices  and  wages  to  a 
new  U.  S.  dollar-an- 
chored cuiTency — the 
real — whose  value  is 
backed  by  the  central 
bank's  foreign  exchange 
reserves.  Brazil  cut  in- 
flation from  45%  per 
month  in  1994  to  0.8%  in  January. 

However-,  increased  consumer 
spending  has  pushed  the  trade 
balance  into  deficit  (chart).  And 
remedies  such  as  a  devaluation  of 
the  real  and  a  Mar  29  hike  in  im- 
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por-t  tariffs  to  70%  on  car*s  and 
108  other  dui'able  goods  are  push- 
ing prices  higher.  Inflation  has 
quickened  to  2.5%  per  month  in 
Aprnl,  just  as  the  minimum  wage 
is  set  to  jump  43%  in  May.  Ana- 
lysts have  lifted  their 
inflation  forecasts  to 
30%  for  all  of  1995, 
while  cutting  this 
year's  gr'owth  projec- 
tions to  about  4%,  af- 
ter 5.7%  in  1994. 

Some  companies 
are  going  back  to  the 
old  way  of  linking 
prices  to  the  cost  of 
living,  which  could  kill 
the  real  plan.  Moreover,  because 
the  Mexican  crisis  has  caused  in- 
vestors to  shun  countries  with  big 
tr'ade  and  government  deficits, 
Brazil  has  had  to  use  a  chunk  of 
its  reserves  to  defend  the  real. 


To  cut  back  demand  and  save 
the  real,  the  central  bank  tight- 
ened monetary  policy  on  Apr.  24, 
and  the  goverTiment  is  making 
plans  to  put  forth  other  anticon- 
sumption  measm-es.  President 
Cardoso  himself  flew  to  New  Yor 
on  Apr",  17  to  reassm*e  Wall  Stree 
that  he  can  reform  the  Constitu 
tion,  over-haul  the  tax  system,  cut 
gover-nment  spending,  and  priva- 
tize state-run  companies. 

For  now,  analysts  are  optimis- 
tic, but  they  warn  that  reform 
will  come  slowly.  Cardoso  does 
not  yet  have  a  legislative  liaison 
to  deal  with  the  new  Congress. 
Fm-thermore,  more  than  60%  of 
the  public  debt  is  owed  by  local 
gover-nments  and  state-run  com- 
panies. With  the  real  plan  at  risk 
however,  the  need  for  strnactural 
refor-m  has  taken  on  a  heightened 
sense  of  urgency. 
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)Ove,  these  ready-to-go  notebooks  are  going 


faster  than  even  we  expected  The  details, 
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HEALTH  CARE 


SUDDEN 
ILLNESS 

Managed  care  faces  a  harsh  new  reaUty 


William  W.  McGuire  isn't  pleased. 
Just  two  weeks  ago,  the  chief 
executive  officer  of  United 
Healthcare  Coip.  was  basking 
in  praise  from  investors  impressed  with 
the  Minnetonka  (Minn.)  health-mainte- 
nance organization's  growing  member- 
ship rolls,  strong  earnings,  and  $1.8  bil- 
lion in  cash.  Then,  out  of  the  blue  came 
a  couple  of  gloomy  forecasts  from  his 
HMO  nvals.  In  one  day,  United's  stock 
price  plunged  9%,  to  39'/;.  "There's  al- 
ways an  event  that  causes  an  overreac- 
tion  in  the  market,"  McGuire  laments. 
"Someone  always  yells,  'The  sky  is  fall- 
ingl  The  sky  is  fallingi' " 

Well,  pei'haps  it  is.  The  days  of  unbri- 
dled gi'owth  in  managed  health  care  are 
coming  to  an  end.  Fueled  by  steady 
double-digit  increases  in  medical  costs, 
and  then  by  the  Clinton  Administra- 
tion's push  for  health  reform,  HMOs  and 
their  managed-care  brethren  enjoyed 
nearly  a  decade  of  heady  expansion  and 
robust  profits.  But  with  costs  stabilizing 
and  markets  beginning  to  mature,  com- 
petition suddenly  has  reached  a  boiling 
point.  Profit  margins  likely  will  drop  in- 
dustrywide. Says  Alan  R.  Hoops,  CEO  of 
PacifiCare  Health  Systems  Inc.,  an  HMO 
in  Cyi^ress,  Calif:  "The  liigh  double-dig- 
it gTowth  simply  can't  continue." 
COLLAPSE.  That  became  crystal  clear 
on  Apr.  24,  when  U.S.  Healthcare  Inc. 
reported  disappointing  first-(iuarter 
gains.  The  cause:  price  cuts  to  woo  moi'e 
members  and  higher-than-expected 
costs.  The  outfit's  net  profits  rose  just 
5.8%,  to  .$94.6  million,  even  while  its 
sales  juni])ed  l(i.5%,  to  $838.8  million. 
"The  competition  has  stepped  up  a 
notch,"  says  Da\id  F.  Simon,  senior  vice- 
president  of  U.  S.  Healthcare.  "Growth 
is  important  and  can't  be  neglected  just 
to  satisfy  profitability." 

U.  S.  Healthcare,  an  industry  bell- 
wethei;  saw  its  stock  collapse  by  nearly 
a  third  in  the  space  of  a  week.  Shai-es  of 
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such  rivals  as  Humana,  Oxford  Health 
Plans,  PacifiCare,  and  fhp  International 
suffered  similar  pummelings.  Helping 
to  drag  down  hmo  shares  was  word 
from  HMO  United  Wisconsin  Services 
Inc.  on  Apr.  19  of  an  expected  50%  to 
559c  decline  in  first-quarter  earnings.  "I 
don't  think  this  is  unitiue  to  a  couple 
of  companies,"  says  Kimberly  Purvis,  a 
health-cai'e  analyst  with  Donaldson,  Luf- 
kin  &  Jenrette  Securities  Corp.  "It's  an 
industr-y  trend." 


HMOS  are  being  forced  to  confi-ont 
sobering  reality  that  their  business 
getting  ci-owded.  Rather  than  compel 
against  stodgy  fee-for-service  pla 
HMOs  today  are  slugging  it  out  agai 
each  other  and  other  fomis  of  manaj 
care  in  increasingly  saturated  marki 
Wliile  enrollment  in  managed-cai-e  pi 
is  rising,  so  are  the  costs  of  secur  iijoi-^jj 
and  keeping  new  customers.  The  i?ei( 
shot:  "Eveiy  plan  won't  be  a  long-te 
sui'vivor,"  says  Alan  Peres,  managei 
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eiiis  planning  for  Ameiitech.  Earlier 
.  year,  WellPoint  Health  Networks 
a  Woodland  Hills  (Calif.)  hmo,  an- 
nced  that  it  would  merge  with 
ilth  Systems  International  Inc.  in  a 
1  billion  deal.  Last  year,  fhp  Intema- 
lal  Corp.  engineered  a  $1.1  biUion 
•ger  with  TakeCare  Inc. 
'orpoi'ate  America's  infatuation  with 
laged  care  is  hardly  ebbing.  Accord- 
to  the  Group  Health  Assn.,  nearly 
million  people  are  enrolled  in  HMOs 


in  the  U.  S.,  with  6  million  more  ex- 
pected by  yearend.  Although  66%  of 
c-mployees  at  companies  of  10  or  more 
workers  are  enrolled  in  some  form  of 
managed  care,  many  geogTaphical  mar- 
kets remain  untapped,  especially  in  the 
Northeast  and  Southeast.  "There's  still 
l  ilenty  of  capacity,"  says  David  Wilson, 
managing  director-  of  Apex  Management 
(  Iroup,  a  managed-care  consultant  and 
actuarial  firm. 

But  a  confluence  of  unexpected  forces 
is  pi-essuring  profit  margins.  For-  one, 
many  HMOs  appear  to  have  misjudged 
theii-  costs  this  year-,  dlj  analyst  Pui-vis 
says  most  hmo  managers  set  1995  premi- 
ums assuming  a  modest  medical  infla- 
tion rate  of  0%  to  2%.  But  in  the  fii-st 
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quarter  alone,  doctor-  char-ges  in  the  U.  S. 
ar-e  up  2.8%,  compared  with  3.9%-  for  all 
of  1994.  Similarly,  over-all  hospital  costs 
for-  HMOS  ar-e  up  1.5%.  for-  the  fir-st  cjuar- 
ter-,  compar-ed  wath  4%  thr-oughout  1994. 
In  addition,  analysts  speculate  that  as 
managed  cai-e  plans  expand,  they  ar-e 
being  for'ced  to  take  on  less  healthy  pa- 
tients. Some  plans  also  may  be  raising 
compensation  to  attr-act  the  physicians 
they  need  to  accommodate  new  era'ollees. 
Stiff  competition  in  saturated  mar- 


kets, mor-eover;  is  giving  corporate  pur-- 
chasers  clout  to  bargain  pr-ices  down. 
Last  year  in  Calif onria,  the  lar-gest  man- 
aged-car-e  market,  employers'  average 
HMO  pr-emiums  rose  just  2%.  One  big 
buyer,  the  California  Public  Employees' 
Retirement  System,  saved  $80  million 
this  year-  by  demanding  a  5.2%.  jir-emium 
r-ollback  fi'om  Kaiser-  Foundation  Health 
&  Hospitals  Gr-ouj)  and  other-  managed- 
care  providers.  "For  years,  the  hmo 
business  was  really  shooting  fish  in  a 
barr-el,"  says  Uwe  Reinhar-dt,  a  Prince- 
ton Univer-sity  economist.  "For  the  fir-st 
time,  [hmos]  are  actually  facing  a  tough 
buyer-s'  mar-ket." 

In  search  of  growth,  managed-car-e 
companies  are  scrambling  to  win  cus- 
tomers in  the  enor-mous,  virtually  un- 
tapped Medicar-e  and  Medicaid  mar-kets. 
Of  the  70  million  people  cover-ed  under 
Medicaid  and  Medicar-e,  fewer  than  10 
million  ar-e  enr-olled  in  managed  care, 
estimates  John  S.  Penshor-n,  a  senior 
r-esear-ch  analyst  with  Pii)er  Jaffray  Inc. 

Her-e,  the  industry  may  get  a  boost 
from  Washington.  Republicans,  scram- 
bling to  balance  the  budget,  hope  to  get 
major  savings  fr'om  the  $267  billion 
spent  on  Medicare  and  Medicaid.  A 
draft  budget  by  Senate  Budget  Com- 
mittee Chairman  Pete  V.  Domenici  (R- 
N.  M.)  pr-oposes  encouraging  Medicar-e 
recipients  to  sign  up  for  managed-care 
progTams.  The  GOP  ultimately  wants  to 
replace  Medicar-e  with  a  voucher  sys- 
tem that  would  allow  seniors  to  buy 
whatever  form  of  cover-age  they  like. 
ELDER  COSTS.  The  risk  is  that  hmos 
may  find  the  cost  of  elder-  car-e  higher 
than  anticipated.  "If  the  pr-emiums  don't 
cover  the  costs  of  pr-oviding  car-e  for 
the  elderly,  no  insur-er-  is  going  to  want 
to  play  ball,"  says  Alan  Hillman,  dir-ector 
of  the  Center  for  Health  Policy  at  the 
Univer-sity  of  Pennsylvania.  Indeed, 
Physician  Corp.  of  America  reported 
disappointing  ear-nings  in  late  Mar-ch, 
citing  higher-  than  expected  costs  asso- 
ciated with  its  Medicare  business. 

Some  investor-s  continue  to  be  bullish 
on  the  HMO  industr-y.  Steve  Enos,  a 
portfolio  manager-  for  Wells  Fargo  & 
Co.,  figur-es  hmo  em-oUment  will  gr-ow  to 
50%  of  the  U.  S.  population  over  the 
next  decade,  with  well-managed  hmos 
enjoying  gr-owth  of  20%  for  years.  "I 
see  this  as  a  gi-eat  opportunity  to  buy 
HMO  stocks,"  Enos  says.  But  the  skies 
certainly  do  look  ominous.  For  every 
HMO  gr-owth  stock  in  the  years  ahead, 
ther-e  likely  vvill  be  plenty  of  casualties. 

By  Ron  Stodghill  II  in  Chicago  and 
Eric  Schine  i)i  Los  Angeles,  with  Jo- 
seph Weber  in  Philadelphia,  and  bu- 
reau reports 
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iver  since  billionaire  Kirk  Kerko- 
rian  snapped  up  a  big  pile  of 
iChiysler  Corp.  stock  in  1990, 
Wall  Streeters  have  wondered:  How 
will  the  big-time  gambler  cash  out? 
That  question  looms  larger  than 
ever,  now  that  his  audacious  $20.5 
billion  buyout  gambit  seems  more 
like  a  pipe  dream  eveiy  day. 

Chrysler's  board  on  Api'.  24  round- 
ly rebuffed  the  bid.  The  company's 
directors  "do  not  have  any  interest 


er  the  idea.  Chrysler's  brass  is  dis- 
gTisted  with  the  meddling  by  Ker- 
korian  and  lacocca,  and  would  love 
nothing  better  than  to  be  rid  of 
them  for  good.  And  unlike  most 
folks,  Kerkorian  can't  just  call  up 
his  broker  and  say,  "sell."  If  he 
dumped  his  36  million  shares  now, 
Chrysler's  stock  would  tank  badly. 
Barring  an  unlikely  offer  from  an- 
other bidder,  Kerkorian  may  be 
stuck.  "They  will  do  something  to- 


in  gambhng  with 
Chrysler's  future," 
Chairman  Roberl  J. 
Eaton  wrote  to  Ker- 
korian and  partner  Lee 
A.  lacocca.  In  his  an- 
giy  I'eply  the  next  day, 
Kerkorian  complained 
that  "key  decisions  re- 
gai'ding  the  future  of 
Chiysler  are  being 
made  by  a  gi'oup  of 
people  who  own  less 
than  1%  of  the  stock," 
and  demanded  a  share- 
holder vote  on  the  $55- 
per-share  offer. 

But  the  Kerkorian 
forces  admit  they  still 
have  no  financing  lined 
up.  Without  that,  a 
vote — let  alone  a  hos- 
tile bid — seems  futile. 
Chrysler's  shares, 
which  had  jumped  to 
nearly  $49  on  the  news 
of  the  bid,  dropped  to 
under  $42  on  Api'.  26 
because  of  fears  that  the  offer  is  un- 
der water 

GREENMAiL  RAGE.  So  now  what? 
Think  compromise.  A  good  one  al- 
ready may  have  come  up  in  discus- 
sions between  the  two  sides.  A 
source  close  to  the  situation  contends 
that  before  Kerkorian  and  lacocca 
launched  their  bid  on  Apr.  12,  Chiys- 
lei'  offered  to  help  find  buyers  for 
the  duo's  shares.  Alex  Yemenidjian, 
an  executive  with  Kerkorian's  Ti'acin- 
da  Corp.  investment  company,  denies 
that  such  an  offer  by  Chrysler  was 
ever  made. 

Whatever  the  tr'uth  may  be,  the 
two  sides  now  may  be  ready — and 
would  be  well-advised — to  reconsid- 
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Chrysler  has  left  the  door  open  for  a 
stock  buyback.  Finding  a  white  knight  to 
take  Kerkorian's  stake  would  be  trickier 


gether,"  predicts  analyst  Maryann 
Keller  of  Fur'man  Selz  Inc. 

Gi'eenmail  won't  fly,  of  course. 
Other  big  shareholders,  such  as  Ted 
Shasta,  vice-president  of  Loomis, 
Sayles  &  Co.,  which  contr'ols  1%  of 
the  company's  stock,  say  they  would 
be  livid  if  Ker-korian  got  a  higher- 
than-market  rate  for  his  shares.  In 
addition,  a  1987  law  slapped  an  oner- 
ous 50%  federal  excise  tax  on  gTeen- 
mail  earnings.  But  a  deal  that  paid 
Ker-korian  the  mai'ket  r-ate  might  fly 
with  other  shareholder's,  says  Leh- 
man Brothers  Inc.  analyst  Joseph 
Phillippi. 

One  possible  scenario:  Chrysler 
could  agree  to  buy  back  a  chunk  of 


Woodruff  covers  the  auto  industry. 
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Kerkorian's  shares  as  part  of  an  on- 
going share-repurchase  program.  Th 
company's  boar-d  left  the  door  open 
to  such  an  arrangement,  saying  in  a 
statement  after  its  Apr.  24  meeting 
that  Chrysler  might  use  some  extra 
cash  to  supplement  an  ongoing  $1 
billion  stock  buyback.  Analysts  say 
Chrysler's  roughly  $2  billion  in  free 
cash  flow  this  year  would  allow  it  to 
buy  far-  more  stock  and  maintain  the 
$7.5  billion  cash  cushion  Eaton  says 
it  needs. 

Such  a  buyback  pro 
gram  would  keep 
Chrysler's  share  price 
from  skidding  much 
lower-,  say  analysts. 
Kerkorian's  remaining 
shares  then  could  be 
sold  to  the  pubHc  in  a 
Chr-ysler-sponsor-ed 
secondar-y  stock  offer- 
ing, complete  with  a 
r-oad  show  by  top  ex- 
ecutives and  help  from 
the  company's  invest 
ment  bankers. 

Another  option: 
Chrysler  could  help  lo-fmnc}' 
cate  a  friendly  buyer 
for  Kerkorian's  10% 
stake.  The  company 
would  need  to  find  an 
investor  with  a  longer 
view  than  Kerkorian 
or  with  strategic  rea- 
sons to  hook  up  with 
Chr-ysler.  That  might 
be  a  tough  job, 
though.  For  an  investment  of  about 
$1.5  billion,  a  white  knight  such  as  a 
foreign  car-maker  would  gain  httle 
say  in  Chrysler's  management. 

Ker-korian  clearly  thinks  the  com 
pany  is  wor-th  mor-e  than  its  current 
going  r-ate.  Still,  he  paid  only  an  av- 
er-age  of  $19.37  per  shar-e  for  his 
stock.  So  at  $42  per  share,  he  would 
pocket  more  than  $800  million  in 
profit,  before  taxes.  Of  course,  Ker- 
korian still  would  pr-efer  to  be 
tr-umped  by  a  higher-  offer-.  But  with 
his  bid  showing  signs  of  faltering, 
he  might  be  wise  to  settle  for  a 
Chrysler-aided,  face-saving  buyout. 
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08AL  ECONOMICS 


ROM  ALL-FOR-ONE 
)  FREE-FOR-ALL 

'  as  it  might,  the  G-7  can't  pull  together  to  fix  the  buck 


lor  G-7  aficionados,  it  seemed  like 
old  times:  Finance  ministers  and 
central  bankers  fi-om  the  Group  of 
en  industrial  nations  huddling  in  a 
is  atmosphere.  Japanese  and  Ger- 
i  officials  sniping  at  the  Americans, 
ising  the  Treasury  of  neglecting  the 
ar.  And  a  communique — the  first  in 
e  than  a  year — ^warning  traders  that 
G-7  would  cooperate  closely  to  "re- 
56"  the  dollar's  decline  and  return 
urrency  values  "justified  by  underly- 
economic  conditions." 
et  try  as  they  might,  the  G-7  lead- 
couldn't  recreate  at  their  Apr.  25 
iting  the  glory  days  of  the  world's 
;t  exclusive  economic  club.  In  the 
Ds,  the  "lords  of  money"  shared 
ng  incentives,  rich  opportunities,  and 
market  clout  to  drive  the  dollar 
'n.  But  when  Treasury  Secretary 
lert  E.  Rubin  convened  his  counter- 
;s  at  Washington's  Blair  House,  del- 
tes  representing  the  world's  major 
lomies  had  little  common  interest  in 
ing  one  another's  cuirency  problems. 
DERS'  TEST.  The  result:  None  of  the 
fest  players — the  U.  S.,  Japan,  and 
many — pledged  to  change  budget  or 
rest-rate  policies  to  support  the  dol- 
Currency  traders  are  hkely  to  test 
finance  ministers'  mettle  with  a  new 
lult  on  the  greenback,  which  has  al- 
ly fallen  18%  against  the  yen  and 
'  against  the  mark  this  year  In  re- 
ise,  the  G-7  is  more  likely  to  inter- 
e  by  buying  dollars.  But  that  won't 
luce  the  "orderly  reversal"  the 
up  seeks  in  exchange  i-ates. 
Lubin  trumpeted  the  communique  as 
significant"  declaration  that  "the  ma- 


jor currencies  are  out  of  sync  with  fun- 
damentals." And  Japanese  officials,  des- 
perate to  prove  that  they're  trying  to 
stem  the  super  yen's  ravages  on  the  do- 
mestic economy,  inflated  the  communique 
even  fuilher:  Finance  Minister  Masayo- 
shi  Takemura  described  it  as  "of  dra- 
matic significance . . .  unprecedented."  He 
went  so  far  as  to  compare  the  pact  to 
the  Plaza  Accord,  wliich  coordinated  the 
dollar's  slide  a  decade 
ago.  "Our  deteiTnination 
to  reverse  [the  yen's 
rise]  is  impressive." 

Tr-ouble  is,  few  ana- 
lysts believe  that  im- 
pressive action  is  forth- 
coming— or  necessary. 
In  the  mid-1980s,  the 
strong  doUar  caused  the 
U.  S.  trade  deficit  to 
soar,  triggeiing  congi'es- 
sional  calls  for  protec- 
tionism that  threatened 
the  woi'ld  trading  sys- 
tem. But  despite  global  support  for  a 
cheaper  dollar,  no  one  country  could 
rein  in  the  buck  without  damaging  its 
economy.  So  the  G-7  synchronized  bud- 
get and  monetary  policies. 

Today,  the  U.  S.,  Japan,  and  Germany 
face  homegi'ovim  problems  that  require 
individual,  not  collective,  solutions.  "The 
steps  that  are  in  those  countries'  indi- 
vidual interests  are  also  the  right  things 
to  do  globally,"  says  Stanford  University 
economist  Paul  R.  Ki-uginan. 

Japan  could  benefit  from  lower  inter- 
est rates,  more  government  spending, 
and  increased  imports  (page  52).  GeiTaa- 
ny,  recovering  slowly  from  recession. 


The  Dollar's  Nosedive 
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LORDS  OF  MONEY:  Little  common 
interest  in  solving  one  another's  woes 

needs  lower  rates  and  labor-market  re- 
forai  to  reduce  imemployment.  The  U.  S., 
despite  progi-ess  against  the  federal  bud- 
get deficit,  still  needs  to  cut  more  red  ink 
to  ease  a  savings  shortfall  that  once 
again  is  driving  up  the  ti-ade  deficit.  "For 
all  three  countries,  the  solutions  are  do- 
mestic— there's  not  much  their  G-7  part- 
ner can  do  to  help,"  says  John  P.  Lipsky, 
chief  economist  at  Salomon  Brothei-s  Inc. 
MUCH  TO  LOSE.  Each  countiy  faces  po- 
litical and  bureaucratic  baniers  to  re- 
form. So  leaders  turn  to  finger-point- 
ing. Bonn  and  Tokyo  called  on  Washing- 
ton to  raise  interest  rates.  But  with  the 
U.  S.  economy  already  slowing,  Federal 
Resei-ve  Chaiiman  Alan  Greenspan  sees 
danger  in  doing  so.  He  has  the  backing 

"  I  ■■  I     of  the  bond  market, 

which  figures  that  a 
weak  dollar  won't  boost 
inflation.  President  Clin- 
ton rebuffed  Germany 
and  Japan,  saying  on 
Apr  24  that  "we  aren't 
going  to  do  ourselves 
any  good  to  spark  a  re- 
cession here  at  home  by 
raising  interest  rates." 

The  tensions  papered 
over  in  Washington 
won't  ease  soon.  Japan 
and  the  U.  S.  face 
months  of  economic  uncertainty.  By  mid- 
summer, says  Kemper  Financial  Sei-vic- 
es  Inc.  economist  David  D.  Hale,  both 
countries  may  decide  they  need  to  ad- 
just interest  rates  further — the  Fed 
raising  them  if  the  economy  surges 
again,  the  Bank  of  Japan  cutting.  And 
the  dollar  will  be  under  pressure  until 
investors  see  whether  the  GOP-controUed 
Congress  will  pay  for  promised  tax  cuts 
with  spending  restraint.  G-7  or  no  G-7, 
"orderly"  currency  rates  will  have  to 
wait  until  such  fundamental  issues  sort 
themselves  out. 

By  Mike  McNamee,  with  Dean 
Foust,  in  Washington 


News:  Analysis  &  Commentary 


STRATEGIES 


CAN  JIM  MANZI  GET  OUT 
OF  THIS  LOTUS  POSITION? 

Profits  are  falling,  shareholders  are  itchy 


It  was  the  ace  in  the  hole.  After  ced- 
ing leadership  of  the  personal-com- 
puter software  industiy  to  Microsoft 
Corp.,  then  giving  up  the  top  spot  in  the 
spreadsheet  market  its  1-2-3  once  dom- 
inated, Lotus  Development  Corp.  at 
least  had  Notes.  A  technical  marvel 
years  ahead  of  any  serious  competition, 
the  "groupware"  communications  soft- 
ware promised  to  spark  a  revival  for 
Lotus  and  its  chaimian,  Jim  P.  Hanzi. 

In  mid-April,  though,  came  compelling 
evidence  that  Manzi's  softwai'e  ship  once 
again  has  lost  direction:  Lotus  an- 
nounced a  staggering  fti'st-quarter  loss 
of  $18  million  on  an  18%  revenue  de- 
cline. Most  troubhng  was  a  steep  reve- 
nue falloff  for  Notes,  which  had  dou- 
bled its  take  in  the  previous  year. 

The  results  confounded  Lotus  man- 
agement. "We  were  well  below  plan," 
says  Chief  Financial  Officer  Edwin  J. 
Gillis,  acknowledging  that  each  of  the 
company's  foui-  divisions  posted  operat- 
ing losses.  A  surprised  Wall  Sti-eet  took 
Manzi  to  task  for  a  misfired  strategy. 
"Lotus  top  management  is  not  execut- 
ing on  the  opportunity  as  well  as  they 
should  be,"  says  Paul  Johnson,  an  an- 
alyst at  Robertson  Stephens  &  Co. 
Manzi,  traveling  in  Japan,  couldn't  be 
I'eached  foi'  comment.  Says  his  spokes- 
man: "The  only  appropriate  response 
to  our  detractors  is  to  meet  our  finan- 
cial objectives.  That's  what  we're  fo- 
cused on  and  what  we're  intent  on 
achieving." 

POOR  EXECUTION.  The  fii'st-quaiter  de- 
bacle heightens  the  likelihood,  rumored 
for  months,  that  Lotus  investors  soon 
may  press  for  a  sale  at  all  or  ])ait  of  the 
company.  At  34,  Lotus'  stock  is  trading 
above  its  recent  lows — a  function,  in 
part,  of  takeover  speculation.  But  it  r"e- 
mains  less  than  half  the  80  it  reached  a 
year  ago  and,  at  1.5  times  trailing  j-eve- 
nues,  is  priced  well  below  the  4.5  in- 
dustry multiple.  Analysts  say  Lotus 
might  fetch  .$.50  a  share,  or  $2.4  billion, 
in  a  buyout. 

Manzi  may  not  be  completely  averse 
to  the  idea  of  a  sale.  Softwai-e  industry 
sources  say  that  earlier  this  year,  he 
discussed  a  possible  deal  with  Oracle 
Cor-p.  Chairman  Lawr-ence  J.  Ellison. 
But  Manzi  wanted  $85  a  share — a  steep 


price  that  Ellison, 
interested  only  in 
the  Notes  business, 
was  unwilling  to  pay, 
they  say.  Analysts 
say  other  potential 
buyers  include  IBM 
and  AT&T,  which 
have  sever'al  devel- 
opment projects  tied 
to  Notes.  Lotus,  Oi'- 
acle,  and  the  other 
companies  declined 
to  comment  on  any 
possible  deal. 

The  question:  Just 


how  good  a  business  A  bungled  price  cut  hurt  his  push  into 
IS  Notes?  Manzi  long  communlcations  programs.  Investors  coul(f^^ 

has  argued  that  Lo-  ^    "  itioL, 

tus  could  thrive  by  press  for  a  sale  of  all  or  part  of  the  companji  of  s 

creating  a  powerful 


fr-anchise  in  communications  software — 
funded  partly  by  the  steady  cash  flow 
being  generated  by  older  Lotus  applica- 
tions such  as  spreadsheets.  He  pr-om- 
ised  to  build  Notes'  installed  base  to  20 
million  customer's  by  1997  fr"om  1.4  mil- 
lion today,  exploiting  Micr'osoft's  weak- 
ness in  communications. 

The  str-ategy  soimds  good,  but  the  ex- 
ecution has  been  lacking.  On  Jan.  2.3,  at  a 
meeting  with  big  customers,  Lotus  an- 
nounced that  within  six  weeks,  it  would 
ship  a  new  ver-sion  of  Notes — priced  at 
50%  less  than  the  current  pr'oduct.  Antic- 
ipating the  potential  cost  savings,  cus- 
tomers simply  stopped  orxlering,  Lotus 
says.  The  result:  Notes  r-evenues  turn- 
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bled  40%  from  the  previous  quarjjii.  A 

Was  it  a  fluke?  Not  everyone  thi 
so.  "It  raises  the  question  again  of  ^| 
how  big  the  mar-ket  really  is  for  Noti 
says  Goldman,  Sachs  &  Co.  analllatei 
Richard  G.  Sherlund.  Others  wfjjtion 
amazed  that  Lotus  could  cut  prices 
lose  sales  at  the  same  time — even  w! 
demand  fr'oni  many  big  customers 
pear's  to  r'emain  str'ong. 
"QUIET  PERIOD."  Ther'e  ar'e  reasons  tolined 
concer-ned  that  Notes'  gr'owth  may 
rebound  the  way  Lotus  expects  dur 
the  second  quarter.  "We're  likely  to 
a  quiet  period"  in  Notes  sales  while 
tomers  wait  for  a  competitive  pr'od 
fr'om  Micr'osoft,  called  Exchange, 
David  Mar'shak,  a  consultant  with 
bold  Group.  Other  experts  say  so 
customer's  also  may  delay  buying  No  { fi 
until  Lotus  r'eleases  a  new  version  la 
this  year'. 

Meanwhile,  Lotus'  desktop  appli  u 
tions,  such  as  1-2-3  and  the  word 
cessing  pr'ogram  AmiPro,  are  in  troul 
Fii'st-quarter  revenues  for  that  bi 
ness  fell  35%.  That's  less  than  the 
many  on  Wall  Str'eet  expected  but  st 
tling  for  a  company  that  once  control 
70%  of  the  spreadsheet  mar'ket. 

Lotus  Senior  Vice-Pr-esident  Robert 
Weiler-  says  Wor'dPr-o,  an  enhanced 
I'epackaged  ver'sion  of  AmiPr'o  introdu 
on  Ai)r'.  24,  will  help  stop  the  decline 
sales  of  desktop  softwar-e.  But  analy 
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I  investors  doubt  the  new  program 
I  have  much  of  an  impact;  they  think 
us  should  sell  the  applications  busi- 
5  before  it  loses  too  much  value,  asing 
proceeds  to  support  Notes. 
jOtus  executives  say  Manzi  is  ada- 
it  about  pursuing  his  two-tiered 
itegy — as  soon  as  he  stops  the  flow 
ed  ink.  In  announcing  the  first-quar- 
results,  he  ordered  each  of  the  com- 


pany's fom-  units  to  become  profitable  by 
yearend,  dictating  $50  million  in  spend- 
ing cuts  that  will  come  in  part  from 
thinning  his  executive  ranks.  Indeed, 
Manzi  indicated  in  an  internal  memo 
that  he  would  fli'e  as  many  as  15  top 
executives. 

Even  with  such  cuts.  Wall  Street 
thinks  Lotus  will  be  lucky  to  make  a 
profit  this  year,  as  the  applications  busi- 


ness continues  to  decline  and  spending 
remains  high  on  Notes  development. 
Will  Notes  someday  pay  off,  or  was  Lo- 
tus' first  quarter  a  sign  of  deeper  prob- 
lems? Goldman's  Sherlund  says  inves- 
tors wanting  to  find  out  had  better  have 
"thick  skin."  Thick  skin  and,  perhaps, 
deep  pockets. 

By  Geoffrey  Smith  in  Boston,  with 
Amy  Cortese  in  New  York 
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$50  MILLION  SHORTFALL? 

0  PROBLEM! 

1  Graziano,  Apple's  financial  whiz,  has  things  under  control 


lor  18  months,  Apple 
Computer  Inc.  has 
been  on  a  mission  to 
■  up  earnings  and  coti 
;e  skeptics  it's  still  ;i 
e  to  be  reckoned  with. 
1  on  Apr.  20,  quarterly 
its  jumped  fourfold  over 
year-ago  period.  Still, 
;  was  far  short  of  ex- 
;ations:  $73  million  on 
;s  of  $2.7  billion,  vs. 
;et  predictions  of  $114 
ion.  And  the  stock? 
Hy,  given  the  bad  news, 
amped  three  points  in 
days,  to  just  over  $39. 
/hat  gives?  Credit  the 
sanation — or  the  ex]Dlain- 
lamely  Joseph  A.  Graz- 
I,  Apple's  chief  financial 
■er.  He  says  much  of  the 
rter's  shortfall  can  be 
lained  by  losses  in  for- 
1  currency  hedging — 
nly  resulting  fi'om  the 
ar's  big  drop  in  late 
•ch.  The  result:  interest 
other  expenses  consti- 
d  a  $50  million  loss,  vs. 
7  million  loss  in  the 
e  quarter  a  year  ago. 
FE  PLACE."  Graziano 
5  the  decline  a  "paper" 
rtfall  on  forward  and 
on  currency  contracts 
,  run  beyond  the  quar- 
If  the  dollar  stays  level 
"ises,  he  says,  the  loss 
d  be  partially  reversed  as  the  con- 
•ts  expire.  "We're  in  a  safe  place 
.  i,"  he  says. 

Vail  Street  seems  to  agi'ee.  Analysts 
s  that  Compaq  Computer  Corp.'s 
ging  program  suffered  a  $23  million 
in  the  quarter,  too.  Michael  Muiphy, 
or  of  California  Technology  Stock 
;er,  figures  if  the  hedges  unwind  in 
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its  favor,  Apple  could 
gain  back  some  $13 
million  this  quarter 
and  another  $17  mil- 
lion in  the  following 
two  quarters.  Apple's  shipments  also 
were  up  20% — a  bellwether  of  better 
health.  Analysts  generaDy  laud  Graziano 
for  consen'ative  fiscal  management. 


He  does  have  moments  of  flashiness, 
though.  In  1989,  he  earned  the  moniker 
"The  Million  Dollar  Man"  after  Apple 
ponied  up  a  $1.5  million  bonus  to  lure 
him  away  from  Sun  Microsystems  Inc., 
where  he  had  been  CFO  for  two  years. 
He  had  ah'eady  done  a  stint  as  Apple's 
CFO  from  1981  through  1985,  when  he 
quit  to  spend  time  with  his  brother  An- 
thony, who  was  dying  of  cancer. 

Graziano  returned  at  a  cincial  time. 
Apple's  fat  51%  gi'oss  profit  mai'gin  was 
about  to  get  hit  by  commodity  pricing  of 
PCS.  And  Microsoft  Coip.  would  soon  un- 
leash the  first  versions  of  Windows,  nar- 
rovvong  Apple's  lead  in  the  ease  of  use  of 
its  computers.  Says  Graziano:  "I  knew 
Apple  had  some  real  challenges  ahead 
of  it — well,  maybe  not  to  the  magnitude 
that  occiured." 

Graziano  has  been  key  in  steeling  Ap- 
ple foi-ward.  Daniel  Eilere,  an  Apple  sen- 
ior vice-president,  says  he  was  "instru- 
mental" to  the  negotiations  with  IBM  that 
led  to  the  buth  of  the  speedy  new  Pow- 
erPC chip.  Plus,  he  has  slashed  costs:  Op- 
erating expenses  ai'e  down  to  19.9%  of 
sales,  vs.  levels  of  about  36%.  when  he  re- 
turned. Says  Robert  Saltmarsh,  a  for- 
mer Apple  vice-president  who  now  is 
CFO  of  Radius  Inc.,  a  maker  of  Macintosh 
gear:  "He  has  had  a  lot  to  do  vnth  mak- 
ing Apple  a  more  competitive  company." 

Pinching  pennies  comes  naturally  to 
Graziano,  51.  He  gi'ew  up  in  Boston,  the 
son  of  working-class  parents  of  modest 
means.  He  did  everything  ft-om  deliver- 
ing potatoes  to  hauling  meat  to  pay  his 
way  through  Massachusetts'  Memmack 
College,  where  he 
gi'aduated  in  19<j5  with 
an  accounting  degree. 

Today,  his  lifestyle 
is  less  austere.  He  rac- 
es vintage  sports  cars, 
and  has  a  collection 
that  includes  two  Lo- 
tuses, a  Lola,  five  Fer- 
raris, a  Mercedes,  a 
BMW,  a  Suburban,  and 
a  pickup.  "He  certauily 
brightens  up  the  pai"k- 
ing  lot,"  says  Eilers. 
And  if  his  hedging 
strategy  works  out,  it  could  yet  bright- 
en Apple's  profits  a  bit.  Otherwise,  there 
will  be  more  explaining  to  do. 

By  Kathy  Rebello  in  San  Francisco 
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MARKETING 


THE  SPIRIT  OF  ST.  LOUIS. 
BROUGHT  TO  YOU  BY  FORD 

The  Smithsonian's  fund-raising  methods  are  raising  eyebrows 


These  are  anxious  days  for  those  de- 
pendent on  government  largesse, 
even  a  national  treasure  like  the 
Smithsonian  Institution.  With  federal 
budget  cuts  as  inevitable  as  the  muggy 
Washington  summer,  the  venerable 
group  of  museums  is  quietly  holding  out 
a  tin  cup  to  Corporate  America. 

The  cup  isn't  coming  back  empty: 
Companies  as  diverse  as  Orkin,  the  bug- 
control  outfit,  Marvel  Entertainment, 
publisher  of  Spiderman  comic  books, 
and  Ford  are  anteing  up  big  bucks  to 
underwrite  everything  from  an  insect 
zoo  to  a  birthday  party  for  the 
Smithsonian.  And  more  such  ar- 


markup  and  a  5%  royalty,  plus  a  50% 
royalty  on  T-shiits  and  other  souvenirs. 

Times  Mirror  isn't  the  only  company 
trying  to  leverage  its  Ocean  Planet 
sponsorship.  Ford  Motor  Co.  figures  the 
exhibit  will  attract  environmentally  con- 
scious people — the  sort  who  like  to 
drive  Explorer  sport-utility  vehicles.  To 
be  sure  attendees  get  the  point.  Ford, 
which  invested  $5  million  in  Ocean  Plan- 
et, parked  a  shiny  new  Explorer  at  the 
show's  door  "The  Smithsonian  has  to 
make  sure  it  isn't  too  commercial,"  says 
Ford  ad  manager  Randy  C.  Stewart. 


THE  CORPORATE  CONNECTION 


INSTITUTIONAL  INVESTING:  Sponsor\ 

are  diving  into  Ocean  Planet 

"But  I  had  to  make  it  commerl 
enough  to  sell  more  of  our  vehicles.] 
The  bottom  line  for  the  Smithsonl 
publicity  and  cash  to  augment  its  $1 
million  in  annual  government  fundi] 
But  at  what  cost?  Critics  fear  compan 
will  try  to  influence  the  content  off 
hibits,  that  the  Smithsonian  name 
be  cheapened,  or  that  new  exhibits 
veer  toward  the  low-brow  to  meet  bl 
ness'  need  to  reach  a  mass  audiencel 
Smithsonian  officials  admit  thej 
walking  a  fine  line.  T.  C.  Benson,  de^ 
opment  director  of  the  National 
seum  of  Natural  History,  concedes  t| 
the  plan  to  name  the  bug  displayai— 
Orkin,  which  came  up  with  $500,000  W  ' 
the  exhibit,  "cui'led  some  toes  and  i-ai 
some  eyebrows"  at  the  museum.  To 
lay  concerns,  she  says,  sponsors  m  ■> 
sign  contracts  guaranteeing  that  tl 
won't  meddle  with  exhibits. 

The  Smithsonian,  nonetheless,  lat 
has  been  widely  criticized  for  modify 
or  canceling  controversial  exhibits 
dumped  the  Enola  Gay  display  on  J 
30,  after  protests  by  veterans'  groi 
And  Smithsonian  Secretary  I.  Mic? 
Heyman  agi'eed  to  change  a  Scienct 
American  Life  exhibit  after  scienti 
including  some  at  a  sponsor,  the  Ami 
can  Chemical  Society,  protested  thai 
gave  too  much  attention  to  probk 
such  as  radioactive  waste  and  acid  n 
"EGG  ON  THEIR  FACE."  Nonetheless, 
Smithsonian  is  forging  ahead  with  pi 
to  reciTjit  corporate  sponsors  to  unc 
wi'ite  its  1996  anniversary  bash,  wl^ 
will  include  a  12-city  tour  of  such  i 
seum  treasures  as  George  Washingt( 
sword  and  Abi'aham  Lincoln's  top  1 
In  a  deal  similar  to  Olympic  sp 
sorships,  10  companies  vdll  sp( 
$10  million  each  for  the  right 


rangements  are  in  the  works. 

CASHING  IN.  This  isn't  just  old-  use  Smithsonian  treasures  in  tl 

ORKIN  INSECT  ZOO  (Opened  September, 
1993)  Permanent  educational  exhibit  on  insects, 
sponsored  by  Orkin  Pest  Control. 


fashioned  corporate  philanthi'opy, 
either.  The  Smithsonian  has  added 
a  new  twist  to  its  sponsorships: 
The  possibility  that  participating 


companies  can  turn  a  profit  on    PJ^^^l^JflX^^TI^^^Tj-^^^??!???   deals  is  for  companies  to  use  " 


advertising.  The  first  taker: 
Discover         Card.  Smi 
sonian  development  director 
r-ie  Mattson  says  the  goal  of  s' 


their  good  will.  Times  Mirror-,  for 
example,  made  a  $750,000  direct 
investment  in  a  new  multimedia 
exhibit  called  Ocean  Planet.  As  a 


SPIDERS!  (Opened  June,  1994)  Traveling  ex- 
hibit on  spiders  sponsored  by  Marvel  Entertain- 
ment, which  owns  Spiderman. 


integrity  of  the  Smithsonian" 
enhance  their  own  images. 

Purists  may  have  to  get  usee 
such  commercialism.  The  musei; 


tie-in,  the  premiere  issue  of  its    I^^^X^A  J'^X^^^™^'^'*':  .^A'^.l^'l-L'^^^^   clear-ly  need  mor-e  private-sec 


Pop  Sci  for  Kids  focuses  on  the 
exhibit.  It  also  hopes  to  cash  in 
by  selling  an  exhibition  catalog 
($89.95),  souvenir  magazine 
($5.95),  and  cd-rom  game  car- 
tridge ($39.95).  The  company  gets 
the  profits  from  pr-oducing  the 
items;  the  Smithsonian  gets  a 


OCEAN  PLANET  (Opened  Apr.  22,  1995)  De- 
signed to  detail  ocean  ecology,  the  eight-month 
exhibit  is  sponsored  by  Times  Mirror,  Ford  Motor, 
Motorola,  and  The  Discovery  Channel.  In  Janu- 
ary, it  will  begin  an  11-city  tour  ending  in  1999. 
CORP.  INVESTMENT:  ABOUT  $11  MILLION 


money.  "The  tr-ick  is  to  pull  off 
event  in  which  both  parties  muti 
ly  benefit,"  says  For-d's  Stew; 
"We  don't  want  anyone  to  come 
with  egg  on  their  face."  Just  c; 
in  their  pockets. 

By  Richard  S.  DunU 
in  Washing 
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ITiny  had  the  hard  partj 
Scanning  it  was  easy. 


Introducing 
HP  ScanJet  Scanners 

They're  simple  to  set  up.  Even  simpler 
to  operate.  And  with  software  that 
makes  scanning  more  automatic, 
using  HP  ScanJet  scanners  has  never 
been  easier  The  new  HP  ScanJet  3c 
now  offers  internal  30-bit  color  at 
2400-dpi  enhanced  resolution  (600- 
dpi  optical),  and  also  includes  free 
Corel  PHOTO-PAINT  for  PCs!  The 
HP  ScanJet  3p  delivers  1200-dpi 
enhanced  resolution  (300-dpi  optical). 
Both  come  with  OCR  software.  For 
more  information,  call  1-800-SCANJET 
Ext.  9232.' 


Grayscale  -  $599 


Color- $1,179 


The  easiest  thing 
you'll  do  all  day. 


*For  Macs,  free  Adobe  Photoshop  LE.'"  Suggested  U  S  hst  | 


id, 1,  rail  i-,SOO-:iS7-:iK67,  Ext  9:Wy  cjUmr.  Hi-wlelt-Packaid  Company  PKl^fa^lj 
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BASEBALL 


THE  PIRATES'  FATE? 

TAKE  A  LOOK  AT  THE  STEEL  MILLS 

The  money-losing  franchise  could  be  moving  south 

Back  when  clubby  hometown  boys 
ran  Pittsburgh's  local  banks  and 
metals  industries,  many  were  blind 
to  global  trends  and  got  pummeled  in 
world  markets.  The  result  was  a  melt- 
down of  jobs  in  the  '70s  and  '80s.  Now 
more  cosmopolitan  types  nm  the  likes  of 
Alcoa,  Mellon,  and  Westinghouse.  They 
understand  numbers,  trends,  and  world 
markets.  But  some  of  them  don't  much 
care  if  their  local  ball  club,  the  Pitts- 
burgh Pirates,  leaves  town. 

As  the  Pii"ates  opened  theii'  season  on 
Apr.  26,  a  full-blown  spat  over  the  team's 
future  was  splitting  the  city's  coi-porate 
chieftains  and  its  government.  At  issue  is 
whether  the  money-losing  Pirates  should 
be  shuttered  and  sliipi^ed  south,  as  ineffi- 
cient mill  operations  were  a  decade  ago. 
The  alternatives;  for  the  cmrent  owners 
to  poui'  more  money  into  the  112-yeai'-old 
franchise  or  find  a  Isuyer  who  will  keep  it 
on  the  banks  of  the  Allegheny. 
LOW  VOLTAGE.  The  curi'ent  crisis  goes 
back  to  1985,  when  the  city  and  a  con- 
sortium of  Pittsburgh-based  companies 
bought  the  Pirates  for  $25  million.  It 
was  a  magnanimous  gestui'e  at  a  time  of 
gi'eat  pain  in  the  area.  The  U.  S.  Steel 
unit  of  USX  Corp.  was  shutting  down 
mammoth  mills.  Westinghouse  Electric 
was  dowTisizing,  Gulf  Oil  had  itself  on 
the  block,  Alcoa  and  Mellon  Bank  were 
axing  headquarters  jobs.  But  even  as 
they  laid  off  fans,  these  companies,  in 
addition  to  ppg  Industries,  pnc  Corp., 
Carnegie  Mellon  University,  and  three 
private  investors,  kept  the  team  going. 

Trouble  is,  the  companies  viewed  run- 
ning the  Pirates  as  a  duty,  not  an  op- 
portunity. The  owTiers  were  slow  to  re- 
spond to  changes  in  baseball,  from 
negotiating  costly  stadium  lease  deals 
to  fi'ee  agency.  The  team's  stains — among 
them  Barry  Bonds  and  Bobby  Bonilla — 
have  long  since  jumped  to  richer  mar- 
kets. The  recent  strike  added  to  the 
owmers'  woes  by  failing  to  bring,  at  least 
for  now,  the  salary  cap,  revenue  sharing, 
and  other  relief  small-market  owners 
wanted.  The  Pirates,  division  winners 
three  years  ago,  now  are  a  low-budget, 
low-voltage  assortment  of  rookies  and 
journeymen. 

Having  lost  some  $60  miUion  so  far, 
the  team's  corporate  backers  want  out. 


Enough  with  grand  civic 
gestures:  The  corporate 
owners  are  ready  to  walk 


But  the  city  and  the  companies  can't 
agree  on  a  buyer.  Sources  close  to  city 
government  say  the  problem  grows 
from  a  flap  between  Pittsbiu'gh's  mayor, 
Tom  Murphy,  and  the  chaimian  of  the 
Pirates,  former  PPG  Industries  Chair- 
man Vincent  A.  Sami.  Murphy  wants 
the  owners  to  sell  the  club  to  John  J. 
Rigas,  chairman  of  cable  operator  Adel- 
phia  Communications  Coi-p.  in  Couder- 
sport,  Pa.  Rigas,  70,  has  offered  $85 
million,  enough  to  pay  back  the  consor- 
tium its  initial  investment  plus  debt — 
though  barely  half  the  going  rate  for 
expansion  franchises  elsewhere.  A  pas- 
sionate Pirate  fan,  he  promises  to  keep 
the  club  in  Pittsburgh.  "He's  made  the 
best  offer,"  says  Mayor  Mui^phy. 

But  Sam  and  the  other  owners  are 


soliciting  offers  from  far-flung  enl 
preneurs  who  want  to  move  the 
south.  For  one,  Orlando  property 
veloper  Norton  Herrick  has  said 
would  pay  $125  million  for  the  tean; 

The  Orlando  Pirates?  "Ten  years  aj 
says  City  Councilman  Daniel  S.  Col 
"it  would  have  been  unthinkable  for 
owners  to  consider  moving  the  Pir; 
from  Pittsburgh."  Not  all  owners  wc 
support  an  out-of-town 
now:  PNC  Bank  Chairr 
Thomas  H.  O'Brien  vows 
bank  will  do  "whatevei 
takes"  to  keep  the  tean 
Pittsburgh.  He  has  allies 
Carnegie  Mellon  Univeri 
and  Mellon  Bank. 
FALSE  MOVES?  But  USX 
PPG  are  open  to  outside  I 
dei-s,  say  sources  close  to 
gotiations.  This  may  b( 
ruse  to  stall  a  sale  in  ho 
that  the  Pirates  will  fe 
more  in  '96.  But  there  sec 
to  be  a  strong  antipathy 
tween  Sarni  and  Murp 
says   one    observer,  ^ 
thinks  the  best  thing  for 
Pirates  would  be  for  Sa 
to  get  the  top  job  at  W 
Grace  &  Co.,  a  post  he's 
ing  considered  for,  and  le; 
the  baseball  negotiatio 
Muq^hy  insists  his  relati^ 
with  SaiTii  ai'e  "cordial."  S 
ni  did  not  retiuTi  phone  c£ 
Originally,  it  seemed 
-r-  owners  were  flirting  w 

other  buyers  mainly  to  pi 
Rigas  to  sweeten  his  ofi 
But  with  the  strike's 
the  value  of  small-marl 
teams  such  as  the  Pira 
plummeted.  Following  t 
strike,  Rigas  threatened 
lower  his  offer,  but  he  enc 
up  leaving  it  intact.  Now,  says  Murp 
the  owners  not  only  must  negotiat( 
sale  price  but  divvy  up  losses  this  y» 
that  are  expected  to  hit  $20  miUion. 

Eventually,  Murphy  hopes  to  builc 
new  stadium  in  a  rejuvenated  dov 
town,  leaving  the  25-yeai-old  Thi"ee  R 
ers,  an  Astroturfed  doughnut  suitoui 
ed  by  parking  lots,  to  the  nfl's  Steek 
His  models  ai'e  the  successful  new  pai 
in  Baltimore  and  Cleveland,  two  smi 
market  teams  that  are  now  profitak 
But  unless  he  can  coax  one  more  ci 
gesture  from  Pittsburgh's  corpor 
elite,  the  Pirates,  like  so  many  oti 
Rust  Belt  natives,  may  well  be  sh< 
cUng  their  industrial-black  outfits  for  1 
pastel  tones  of  the  Sunbelt. 

By  Stephen  Baker  in  Pittsbur 


40  BUSINESS  WEEK  /  MAY  8  1995 


"This  new  Lexus  is  a  high-water  mark  of  automotive  engineering! 

-  (iar  and  l)i  i\ci'.  H'hniary  1995 


"Engineers  were  meticulous  in  their  search  for  improvements^ 

-  AuloWeek.  (hioliPr  I'i  1994 

"It  employs  some  innovative  thinking  that  will  likely 
send  its  competitors  back  to  their  drawing  boards^ 

-  Motor  Trend,  November  1994 

"Lexus  deserves  credit  for  making  almost  everything  about  the  new 
LS  400  better.  It  is  as  refined  as  silk  and  deliciously  well  built.  ' 

-  Automobile  Magazine,  November  1994 

"At  top  speed  the  Lexus  was  more  comfortable,  ivith 
a  sprightly  feel  that  was  lacking  in  the  S-class!' 

-  Road  &  Track,  November  1994 


Clearlv,  the  writers  ul  the  leading  enthiisiasl  magazines  were  impressed  by  the  engineering  advancements 
j;'  of  the  1995  LS4()().  Manv  niav  have  l)een  templed  to  make  an  indulgent  foray  intu  their  iieisonal  savings.  Of  course, 
I         due  to  the  princi|)les  of  objectiv(>  jonrnalisni.  they  were  pievented  from  doing  so.  |    ^^"^^^  l^l^^-m 

fortunately,  you  suffer  no  such  ideological  constraints.  In(|uiries,  800-USA-LEXUS.  V,^ — ^  Thi-Menilesi  Pursuit  Of  I'erjecnm. 

V 

'  'Ssmi,  Lnm.  4  Ointum  IIJ  l„i,il„  ;)/,./../  VS.  1  .  In.,  /.fius  n'milu/.  \m  l,i  umr  ^nillirlt^  and  ol„;  all  >/«■.•,(  /on.,  lb:  llu-  ilralrr  imirrM  \ni,.  ,  nil  HII(l-H72-.>:m. 
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BUSINESS  SCHOOLS 

MBA  MADNESS 
IS  BACK 

B-school  applications  hit 
levels  unseen  since  the  '80s 

It  was  crunch  time.  On  Apr.  10,  a  pa- 
rade of  overnight  dehvery  trucks 
carted  700-odd  last-minute  apphca- 
tions  to  the  mba  admissions  office  at 
the  University  of  Pennsylvania's  Wliar- 
ton  School.  "We  see  FedEx  here  eveiy 
day  during  the  admissions  season,"  says 
Samuel  Lundquist,  director  of  mba  ad- 
missions. "But  on  our  deadline,  we  got 
three  different  FedE.x  deliveries  alone." 

It  has  been  a  great  year  for  B- 
schools — and  for  the  ovemight  dehveiy 
folks  who  serve  them.  Applications  to 
BUSINESS  week's  Top  20  business  schools 
jumped  a  remarkable  19%  this  year, 
creating  what  likely  will  become  the 
most  competitive  admissions  year  since 
the  roaring  '80s.  The  B-schools  at  Stan- 
ford, Massachusetts  Institute  of  Tech- 
nology, and  Columbia  all  reported  record 
numbers  of  applications.  Wharton  also 


STANFORD:  Only  1 
applicants  is  likel 


hit  an  all-time  high — 
6,137  people  were 
vying  for  750  seats. 

Admissions  offi- 
cers welcome  the 
surge,  but  say  they 
are  slightly  mysti- 
fied about  why  it's 
happening.  Somi- 
speculate  that  wit 
job  placement  for 
grads  of  major 
schools  booming, 
potential  students 
are  more  willing  to  leave  stable  jobs  in 
pursuit  of  the  golden  passport.  Consult- 
ing firms  are  hiring  more  mbas  than 
ever  before,  and  mainstream  companies 
have  revived  on-campus  recruiting  ef- 
forts. Some  deans  also  believe  business 
schools  ai'e  picking  up  would-be  law  stu- 
dents discouraged  by  cai'eer  prospects  in 
the  legal  field.  Indeed,  law  school  ap- 
plications are  down  8.2%  from  1994,  ac- 
cording to  the  Law  School  Admissions 
Council. 

COMFORTING  WORDS.  More  than  any- 
tliing,  though,  the  startling  numbers  ap- 
pear to  reflect  a  stratification  among  B- 
schools.  Overall,  the  number  of  people 
taking  the  Graduate  Management  Ad- 
mission Test  (GM.AT)  dropped  6%  this 


out  of  every  16 
y  to  get  accepted 


yeai".  Applications 

BUSINESS  week's 

second-tier  schoo 
moreover,  were 
just  11% — still  i] 
pressive,  but  wi 
below  higher-rank 
rivals.  The  applic 
tion  rush  at  the  t 
20  could  indicate 
flight  to  perceiv 
quality.  "I  sen 
that  our  applicar 
are  saying:  'If  I 
going  to  go  for  it,  then  I'm  going  to 
to  the  best  school  I  can  get  into.' "  sa 
Ethan  Hanabuiy,  associate  dean  for  £ 
missions  at  Columbia  Business  Schoc 
Wliatever  the  explanation,  many  t 
schools  are  finding  themselves  forced 
turn  away  candidates  they  would  ha 
admitted  in  past  years.  Stanford,  whi 
historically  has  tm-ned  down  10  of  eve 
11  applicants,  expects  to  reject  15 
every  16  this  year.  To  soothe  the  disi 
pointed,  Stanford  Dean  A.  Micha 
Spence  ex})ects  to  spend  more  time  th 
usual  on  the  phone  comforting  can( 
dates  who  didn't  get  in.  Tiy  again  ne 
year,  he  might  well  advise,  after  t 
FedEx  boom  is  over. 

By  Lori  Bongiomo  in  New  Yo 


PERU 


THE  POT  IS 
BOILING  IN  PERU 

Its  booming  economy  has  Wall 
Street  excited.  Too  excited? 

If  Peioi  should  ever  revise  its  coat  of 
arms,  Wall  Street  has  a  suggestion: 
Replace  the  vieuiia  in  the  upper-left- 
hand  comer  with  a  bull.  Even  after  the 
Peravian  stock  market's  rebound  from  a 
severe  drop  sj^arked  by  tunnoil  in  Mex- 
ico and  hostilities  with  Ecuador,  fund 
managers  and  analysts  say  the  Peru- 
vian stock  market  is  the  place  to  be. 
"At  15%.,  it's  my  fund's  largest  weight- 
ing," says  Joyce  Cornell,  portfolio  man- 
ager tor  Scudder,  Stevens  &  Clai'k  Inc.'s 
Global  Emerging  Markets  Fund,  an  off- 
shore fund  foi-  institutional  investors. 

Cornell's  enthusiasm  for  Peni  stems 
fi'om  its  booming  economy.  In  1994,  real 
gross  domestic  product  gi-ew  by  about 
12%,  and  inflation  fell  fi-om  39%  "to  15%. 
"You'll  see  real  profit  growth  of  50%, 
and  the  market  is  trading  at  15  times 
earnings,"  says  Comell.  "That  combina- 
tion is  a  steal  in  any  countiy."  The  re- 


election of  President  Alberto  Fujimoii  is 
another  plus,  creating  more  political 
stability.  Cornell  expects  10%.  GDP 
gi'owth  in  1995  and  inflation  of  about 
10%.  Other  analysts  peg  gdp  growth 
closer  to  5%  and  inflation  at  15%.. 
STURDY.  Of  course,  investors  once  rhap- 
sodized about  Mexico,  too.  Observe 
Peru's  share  of  problems:  continued, 
though  reduced,  teiTorism;  tensions  with 
Ecuador;  and  a  growing  trade  deficit. 
But  the  catalyst  for  Mexico's  melt- 
down— a  balance-of-payments  crisis — 
shouldn't  shake  Pein.  "Peru  has  some 
foreign  exchange  stability,  with  its  re- 
serves continually  increasing,"  says  Ste- 
fano  Natella,  dii'ector  of  Latin  American 
research  at  CS  First 
Boston. 

Natella  says  Peru's 
main  restriction  is  a 
thin  market.  Some  200 
stocks  are  on  the  ex- 
change, and  the  top  15 
to  20  stocks  make  up 
about  90%.  of  its  .$10  bil- 
lion-plus market  capital- 
ization. But  Peru  has 
some  sizable  companies 
that  Cornell  and  others 
describe  as  blue  chips. 

Investors  ready  to 
take  the  plunge  might 
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consider  Minsur,  a  low-cost  tin  mir 
Southern  Peru  Copper,  and  Banco 
Credito,  says  Miguel  Palomino,  genei 
manager  of  Smith  New  Court's  Pe 
office.  A  popular  pick:  Cerveceria  Bac 
us  &  Johnston.  It  has  about  85%  of  t 
beer  market  in  Pein. 

Right  now,  only  one  Pemvian  Am« 
ican  Depositary  Receipt  is  available 
the  New  York  Stock  Exchange — Ban 
Wiese.  For  price  quotes  on  any  oth 
PeiTivian  stock,  investors  are  depende 
on  the  quotes  obtained  by  brokers  frc 
market  makers  in  the  stocks.  But 
number  of  mutual  funds  have  positio 
in  Peru.  As  of  Mar.  81,  the  Merr 
Lynch  Latin  America  Fund  had  4.2 
in  Peru,  up  from 
in  the  previous  quarti 
and  the  Scudder  Lat 
America  Fund  and  t 
Montgomeiy  Emergii 
Markets  Fund  both  h; 
about  2%  holdings.  I 
ter  the  crisis  in  Me: 
CO,  taking  such  sm; 
steps  into  Peru  may 
a  more  comfortab 
pace  for  investoi-s. 

By  Suzanne  Wooll 
in  New  York,  with  A 
riana   von  Hagen 
Lima 
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Now  available 
in  a  notebook. 


/J^jS.   Power  and  portability  are  no  longer  mutually  exclusive.  Now  you  can  have  both  with  an  Intel 
Pentium*  processor-based  notebook.  In  fact,  all  of  today's  most  demanding  desktop  software 
Pentium-  including  office  suites  multimedia  and  3-D  graphics,  now  runs  just  as  great  on  your  notebook. 


inlel 


®  1995  Intel  Corporation.  For  more  infonuation  on  the  Intel  Pentium  processor  family  contact  Intel  on  the  Internet  at  http://www.lntel.com/procs/pentium/ 


News:  Analysis  &  Commentary 


THE  INTERNET 

LAUGHER 
CURVE 

Did  you  hear  the  one  about 
the  stand-up  economist? 


r 


practitioners  of  the 
'dismal  science  are 
not  generally  known 
for  humor. 

Enter  laughing  Pasi 
Kuoppamaki,  a  mild- 
mannered  Helsinki  econ- 
omist whose  specialty  is 
delving  into  the  effects 
of  global  warming  on 
Finland's  industries.  Not 
a  lot  of  chuckles,  right? 
But  Kuoppamaki,  25,  is 
earning  a  reputation  in 
cyberspace  as  the  king 
of  economics  comedy — 
admittedly  not  a  title  for 
which  there  is  intense 
competition.  He  hasn't 
made  it  to  the  Letter- 
man  show  yet,  but  his 
Jokes  about  Economists 
and  Economics  page, 
available  on  the  Inter- 
net's World  Wide  Web, 
is  rapidly  gaining  a 
worldwide  following. 

Kuopi^amaki  launched 
his  project  last  fall, 
shortly  after  signing  on 
to  the  Web  for  the  fu'st 
time  and  watching  the 
lawyer  jokes  go  by.  That 
prompted  him  to  carve 
out  a  niche  for  econo- 
mists. (Based  at  the  Re- 
search Institute  of  the 
Finnish  Economy,  its 
Web  address  is  htt}):// 
www.etla.fi/pkm/joke 
.html.)  To  make  its  point 
I^eifectly  clear,  the  page 
is  topped  by  a  pictui'e  of 
Adam  Smith.  Even  the 
original  free-marketei",  says  Kuoppama- 
ki "would  enjoy  these  jokes." 
BRIGHT  BULB.  Every  week,  the  page  is 
read  by  some  1,000  people,  who  are 
drawn  to  a  collection  of  60  or  so  en- 
tries ranging  from  shaggy  PhD  stories 
to  Henny  Yoangman-esque  one-liners. 
Sample:  "If  an  economist  and  an  IRS 
agent  were  both  drowning  and  you 
could  save  only  one  of  them,  would  you 
go  to  lunch  or  I'ead  the  paper?"  Many  of 


?Mis^lf?t|9|L:lk:i?'lii.'!Nl^i . 

Keynes 
Meets  Youngman 

Some  yucks  from  the  World 
Wide  Web  economist-jokes 
page 

Q.  What  do  you  get 
when  you  cross  the 
Godfather  with  an 
econonnist? 

A.  An  offer  you  can't 
understand. 

Q.  How  many  conserva- 
tive economists  does  it 
take  to  screw  in  a  light- 
bulb? 

A.  None.  If  ttie  govern- 
ment would  just  leave  It 
alone,  it  would  screw 
itself  in. 

Q.  What's  the  best 
way  to  describe  an 
economist? 

A,  Someone  wfio  doesn 't 
have  the  personality  to 
be  an  accountant. 


Kuoppamaki's  best  offerings,  however, 
are  variants  on  the  familiar  lightbulb 
theme:  "How  many  Chicago  School 
economists  does  it  take  to  change  a 
lightbulb?  None.  If  the  bulb  needed 
changing,  the  market  would  have  air 
ready  done  it." 

Most  of  Kuoppamaki's  material  comes 
from  contributors  who  send  in  their 
stuff  by  E-mail  to  the  address  listed  at 
the  bottom  of  his  page  (pkm@etla.fi). 

Other  gags  come  from 
economist  friends  and 
fi'om  Kuoppamaki  him- 
self, who  sifts  through 
the  dozens  of  other 
compendiums  of  humor 
on  the  Internet.  These 
include  lawyer  jokes, 
Pentium  jokes,  O.J. 
Simpson  jokes,  and  sev- 
eral collections  of  the 
gTOSs  and  tasteless. 

But  no  one  else  ap- 
pears to  have  singled 
out  economists  to  pick 
on.  "I  really  enjoyed  it," 
chuckles  Anthony  Chan, 
chief  economist  at  Banc 
One  Investment  Advi- 
sors Corp.  "We're  all 
humble  enough  to  real- 
ize that  because  exoge- 
nous forces  are  con- 
stantly changing  and  we 
work  with  incomplete 
information,  our  fore- 
casts are  almost  always 
going  to  be  off  the 
mark." 

Kuoppamaki  doesn't 
devote  all  of  his  online 
time  to  laughs,  though. 
With  Web-surfing  now 
"one  of  my  major  hob- 
bies," the  economist  also 
maintains  several  pages 
that  seek  to  explain  his 
studies  of  global  warm- 
ing. (He  thinks  that 
Finland's  thriving  for- 
est-i.)roducts  industry  is 
benefiting  from  climatic 
moderation.)  With  a 
click  of  the  mouse,  how- 
ever, you  can  jump  fi'om  these  pages 
to  others  at  Web  sites  around  the  woi'ld 
providing  more  information  on  global 
wanning.  Or  you  can  simply  switch  back 
to  putdowns  of  Kuojjpamaki  and  his  col- 
leagues in  the  dismal  science.  Asks  one 
entry:  "WTiy  did  God  cr-eate  economists? 
Answer"  In  orxler  to  make  weather-  for-e- 
casters  look  good." 

By  William  Glasgall 
011  the  Internet 


EXECUTIVE  SUITE 

MELLON-CHOLY 
BANKER 

Resignations-and  an  outflo 
of  funds-rock  Boston  Co. 


Fir-st,  i-enegade  money  managers  : 
out  the  exits  at  MeOon  Bank  Co: 
Boston  Co.  subsidiary.  Now, 
money  is  heading  for  the  door-s. 

In  one  week  in  late  Apr-il,  19 
manager-s  quit  Boston  Co.'s  high-p 
ered  Asset  Management  Inc.  unit, 
lowing  Motion's  r'efusal  to  consider  t 
management  buyout  offer-.  In  the  af 
math,  investors  are  pulling  some  S 
lion  of  the  $26  billion  under  man£ 
ment  at  the  unit.  Arizona's  St 
Retir-ement  System  already  has  w 
dr-awn  .$1  biUion;  the  CaliforTiia  Pu 
Employees'  Retir-ement  System  (( 
PERS),  the  nation's  largest  pension  ft 
says  it  wall  take  out  $800  million, 
fir-m  has  been  gutted"  by  the  defecti^ 
says  a  CalPERS  spokesman. 
"DE  MINIMUS."  Mellon  Vice-Chairr 
Cluistopher  Condr-on  says  the  impac 
the  departur-es  has  been  "de  minim 
declining  to  comment  on  specific  a; 
withdr-awals.  "Our  investment  pr-oc 
continues  to  function  well,"  he  says. 

But  the  episode  already  has  becc 
an  expensive  enibarr-assment  for 
Pittsbm-gh  bank,  wMch  paid  $1.45  bU 
for  Boston  Co.  in  1993.  Mellon  m 
ager-s  have  been  tr-aveling  acr-oss 
U.  S.  to  soothe  wor-ried  customers,  : 
er-al  of  whom  have  agreed  to  stay 
But  "pension  investing  is  a  people  b 
ness,  and  key  people  have  left," 
pension  consultant  John  M.  Dicksor 
William  M.  Mercer  Inc.  "My  expe 
tion  is  that  a  lot  of  clients  will  leavt 
Among  the  departing  executives 
the  heads  of  four-  of  the  six  princ 
Asset  Management  operating  gro 
and  seven  of  the  firm's  14  top  st 
pickers.  Insider-s  say  the  r-esignati 
capped  two  years  of  stor-my  relati 
between  the  unit  and  Mellon  executi 
centering  lar-gely  on  control  and  d 
sion-making  authority.  Mellon  sayi 
has  signed  41  remaining  key  executi 
to  employment  contr-acts.  On  Apr. 
meanw'hile,  it  filed  suit  against  fon 
Asset  Management  Chair-man  Desm^ 
J.  Heathwood  to  block  him  ft-om  laui 
ing  a  rival  firm.  That  may  slow  He; 
wood's  plans — but  it  likely  won't  sta 
the  flow  of  assets  out  of  Boston  Co 
Btj  Geoffrey  Smith  in  Bos 
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Buy  a  Compaq 
Notebook 
And  Get  A 

Desktop  Free. 


Compoij  IJE  Elite  4/ /5CX 


Compaq  Smart  Sun  inn 


$700 

VALUE 


Just  h<nv  do  vou  m't  two  PCs  tor  llic  price 
of  one?  Buy  a  CoTiipaq  I  TE  Elite  4/50E, 
4/50C'X  or  4/75CX  In  May  ^Ist,  an<l  we'll 
give  you  a  Compaq  SmartStation  with  it — Irec. 

And  what's  so  smart  about  a  Conipac]  SmartStation?  h's 
loaded  with  unique  leaturt-s  like "VCR-stvle" motorized 
docking,  plug-ancl-|ilav  capabilities  and  integrated  Ethernt-t 
support.  And,  w  hen  combined  \\  ith  our  top  ot  the  line 
LTE  Elite,  it's  like  getting  a  network-readv,  cxjjandable 
desktop.  What's  even  more  lemarkable  is  that  it's  bee  — 
still  another  reason  why  you  w  ill  find  this  combination 


to  be  the  perfect  solution  tor  your  needs  in  the  otticc. 

There's  nothing  lost  when  you're  on  the  road,  either. 
Becairse  the  LTE  Elite  is  our  most  powertul  notebook. 
And  w  ith  its  built-in  AC  adapter,  you  won't  tind  yourselt 
lugging  around  any  extra  baggage. 

Simply  put,  buving  an  LTE  Elite  right  now  and  getting 
a  Iree  SmartStation  is  a  great  deal.  .And  this  terrific  offer 
is  only  a\  ailable  trom  Compaq.  So,  il  you  w  ant  to  tind 
out  w  here  you  can  buy  one  great  computer  for  the  road 
and  get  another  tor  the  office 
free,  you  should  call  us  now. 


COMPAa 


CALL 
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3   9  2 
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The  Choice 


84% 

of  Fortune  Magazine's 
Top  100  rely  on 
The  Corporate  Card 
Program  from 
American  Express. 


The  Reason. 


When  It  comes  to  choosing  who  to  work  with,  the  Top  100  look  for  companies  who  share 
their  commitment  to  being  the  best.  And  for  Travel  and  Expense  Management,  84%  have 
chosen  The  Corporate  Card  Program  from  American  Express.  They  know  that  we  partner 
with  our  customers  to  find  solutions  to  their  toughest  T&E  challenges.  And  we  offer  a  level 
of  expertise  that  comes  with  over  20  years  of  experience  and  commitment  to  the  T&E 
business.  Of  course,  more  inexperienced  corporate  cards  would  have  you  think  that  they 
can  offer  the  same.  But  for  those  committed  to  the  best,  the  choice  is  clear. 


>aui("p'.  the  fortune  500  d'.,  hited  by  Fortune  Magazine  tor  1994  Percentage  based  on  American  Exprt 
31995  American  Express  Travel  Related  Services  Company,  Inc 
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Business  This  Week 
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CROSOFT:  THERE 
ES  THE  JUDGE? 

;  DISTRICT  COURT  JUDGE 

nley  Sporkin  out  of  line? 

refusal  in  February  to 
rove  the  government's 
tiiist  consent  decree  with 
rosoft  shocked  the  Justice 
)t.  and  the  softwai'e  indus- 
alike.  On  Apr.  24,  though, 
U.  S.  Court  of  Appeals  in 
jhington  gave  a  sympa- 
;ic  healing  to  the  litigants, 
)  argued  that  Sporkin  ex- 
ded  his  authority.  The 
rt  is  Kkely  to  decide  with- 
the  next  two  months 
jther  to  overturn  Spor- 
5  decision.  Meanwhile,  Mi- 
;0it  is  awaiting  word  from 
tice  on  its  proposed  mer- 

with  Intuit.  Because  of 
rkin's  criticisms,  the  agen- 
has  been  under  pressure 


CLOSING  BELL 


LOU'S  PAYDAY 

is  is  when  the  real  money 
:ks  in  for  Lou  Gerstner.  For 
0  years,  ibm's  ceo  has  had 
make  do  on  his  guaranteed 
million  salary  and  $1.5 
llion  annual  bonus.  Since 
bruary,  though,  ibm's  stock 
s  soared  24%,  lifted  by 
;ord  earnings  and  a  flurry 
analyst  upgrades.  Action 
e  that  does  wonders  for  a 
y's  stock  options:  Gerst- 
r's  options  on  725,000 
ares  now  are  worth  some 
0  million.  The  57,956 
ares  he  owns  outright  are 
lued  at  $5.4  million. 


IBM  STOCK  PRICE 


MAR  '93  APR,  25,  '95 

DOLLARS 
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to  block  the  deal.  Justice  as 
early  as  May  1. 

KMARrS  DIVIDEND 
DISCOUNT  

KMART,     STRUGGLING  WITH 

tightening  margins  and  fac- 
ing a  first-quarter  loss, 
chopped  its  dividend  for  the 
first  time  in  three  decades. 
The  cut,  to  12(2  a  quarter, 
from  24(2,  will  produce  annual 
savings  of  $220  million.  That's 
the  sort  of  move  investors 
had  wanted  from  former 
Chairman  Joseph  Antonini. 
Now,  though,  the  cut  may  not 
be  aggressive  enough,  say  an- 
alysts. They  want  the  retailei' 
to  quickly  renovate  older, 
frumpy  stores.  Donald  Per- 
kins, who  replaced  Antonini 
on  Jan.  17,  left  open  the  pos- 
sibility of  another  dividend 
cut  if  results  don't  improve. 
First-quarter  earnings,  due 
out  on  May  15,  likely  wiii  suf- 
fer fi'om  an  accounting 
change  and  from  aggi'essive 
markdowns. 


LABOWWINSA 
TELEDYNE  SEAT 

SHAREHOLDER  RONALD  LABOW 

won  a  partial  victory  at  Tele- 
dyne's  annual  meeting  on 
Apr.  26,  garnering  one  seat 
on  the  company's  board  of 
seven  directors.  LaBow, 
whose  WHX  has  offered  $1.2 
billion  to  buy  Teledyne,  told 
shareholders,  "we  continue  to 
believe  that  a  combination 
with  WHX  is  in  the  best  inter- 
ests of  the  company,"  and 
promised  to  press  for  a  mer- 
ger as  a  director.  Some  in- 
vestors speculate  that  WHX, 
saddled  with  an  undeifunded 
pension  fund,  is  eyeing  Tele- 
dyne  for  its  $928  million  pen- 
sion smplus.  "LaBow  is  inter- 
ested in  solving  his  own 
pension  problems,"  says  Je- 
rome Scritsimier,  principle  of 
Camei'on  Properties,  a  small 
shareholder.  Teledyne  says 
WHX's  cuirent  offer  is  a  "non- 
starter." 


HEADLINER:  HOWARD  FULLER 


A  SCHOOL  REFORMER  DROPS  OUT 


He  had  become  a  leading 
campaigner  for  root-and- 
branch  school  reform,  and 
had  begun  tui-ning  around 
a  chronically  under- 
performing  urban 
district — efforts 
that  landed  him  a 
prominent  place 

in  BUSINESS 

week's  Apr.  17 
cover  story  on  edu- 
cation. But  on  Apr. 
18,  Howard  Fuller 
abruptly  resigned  as  Mil- 
waukee's school  superin- 
tendent, angrily  blaming 
"powerful  forces  of  the 
status  quo"  for  impeding 
further  progress. 

Fullei''s  departure  biings 
to  at  least  a  half  dozen  the 
number  of  big  cities  vdthout 
a  superintendent,  striking 
evidence  of  the  challenges 


facing  reform.  Fuller  won 
plaudits  for  implementing 
accountability  measures  and 
recraiting  businesses  to 
help  redesign  Mil- 
waukee's curric- 
ulum. But  un- 
ions chafed 
over  propo- 
sals to  close 
failing  schools 
and  start  chai"- 
ter  schools  free 
of  district  control. 
Most  educators  beheve 
Milwaukee's  reforms  will 
continue.  But  the  dustup 
suggests  that  such  efforts 
need  to  be  built  on  broader 
coalitions  that  include  un- 
ions. As  for  Fuller,  he  says 
he  prefers  to  stay  in  Mil- 
waukee "to  fight  for  families 
and  kids." 

By  Ricliard  A.  Meldier 


FADAL 

AHRACTION 


FADAL  ENGINEERING  HAS  BEEN 

a  symbol  of  U.S.  manufactur- 
ing's renaissance,  blasting 
away  foreign  rivals  to  become 
a  dominant  maker  of  small 
verticle  machining  centers. 
Now,  Fadal  is  selling  out  to 
Giddings  &  Lewis,  the  giant 
of  the  machine  tool  industiy, 
for  $180  million  in  cash.  The 
sale  could  help  cut  estate  and 
gift  taxes  for  co-owners  Da- 
vid and  Lany  DeCaussin,  who 
want  to  retii-e,  and  will  pro- 
vide the  company  with  capital 
to  launch  a  new  product  line. 


UPS  DELIVERS  A 
MESSAGE  TO  MEXICO 

AS  IF  THE  PESO  CRISIS  WEREN'T 

enough  to  keep  Mexican  offi- 
cials up  at  night,  here  comes 
United  Parcel  Service.  UPS  is 
steamed  that  Mexico  hasn't 
granted  its  subsidiary  rights 


to  operate  the  same-size  vehi- 
cles as  native  competitors.  It 
has  convinced  the  U.  S.  Trade 
Representative  to  file  a  for- 
mal complaint  against  Mexico 
under  the  North  American 
Free  Trade  Agi'eement.  Filed 
on  Apr  25,  the  complaint  is 
the  first  of  its  kind.  Under 
NAFTA  rules,  the  two  sides 
have  30  days  to  try  to  resolve 
the  dispute.  After  that,  trade 
experts  will  adjudicate.  UPS 
contends  Mexico's  actions 
threaten  its  $120  million  in- 
vestment in  the  countiy. 

ETCETERA.  ■■ 

■  Pratt  &  Whitney  was 
charged  with  diverting  U.  S. 
aid  to  a  secret  Israeli  fund. 
B  Vencor  will  buy  far  larger 
Hillhaven,  a  nursing  home 
company,  for  $1.4  billion. 

m  Metropolitan  Life  and  New 
England  Mutual  Life  are 
weighing  a  possible  merger. 

■  Baseball's  Florida  Marlins 
opened  the  season  with  a  sa- 
lute to  fans.  The  fans  booed. 


)r  a  Globalyst  PC&C? 

With  an  AT&T  Globalyst,  people  are  free  to  work  together: 
Any  time.  Any  place.  Any  way  they  want. 
(That's  what  Personal  Computing  and 
Communications-PC&C-is  all  about.) 


AI&T  Globalyst  features  at  no  extra  cost: 

□  MessageFlash'VMailFlash":  send  key 
messages,  e-mails  to  alphanumeric  pagers. 

□  AW  Vistium''  Share  Software:  allows 
real-time  collaboration  with  others  on  live 


AT&T  Virtual  Workplace'"  features:  hardware^ 
software,  communications  and  24 
hour  support  for  mobile  users. 

□  Call  1  800  447-1124  ext.  1082 
for  more  info,  or  e-mail  us  on  the 


Windows'"  files-  even  if  you're  miles  apart.    Internet:  pcc.info@daytonoh.attgis.com 


Intel  Pentium""  or  486  •  Clock  speeds  from  50MHz-100MHz 
i  PCMCIA  Slots  •  4MB-192MB  Memor  y  •  540MB-2GB  Hard  Disk 


ag  compiitmg  and  o  mimunicatioiis  tugetlvr 
help  vuu  liet.  inoiviiiid  use  iiifoiiiintidii 


AT&T 

Global  Information 
Solutions 


The  Chevrolet  Emblem  and  Blazer  are  registered 
trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp. 
I  @1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


WE  LAID  IT  ON  l/iicA. 

Due  all  new  blazer  slows  the  aging  process  considerably.  It  sports  a  thick, 
lustrous,  new-generation  clear-coat  paint  finish  that  resists  the  ravages  of  time. 

It  s  ENOUGH  TO  MAKE  YOU  WANT  TO  RISE  EARLY  AND  WATCH  THE  MORNING  DEW  GLISTEN 
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ON  THE  HOOD.  VISIT  YOUR  CHEVY  DEALER  AND  LOOK  INTO  THE  DEEP  GLOSS  OF  THE  BLAZER  ^'^^ 


FOR  YOURSELF.  FOR  A  FREE  BROCHURE  OR  VIDEO  CALL  1-800-950-0540. 
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LIKE  A  ROCK 
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HTED  BY  OWEN  ULLMANN 


N  THE  WAKE  OF  OKLAHOMA  CITY, 
INE  NATION-MORE  INDIVISIBLE 

>^all  it  a  hopeful  consequence  of  the  horror  in  Oklahoma 
—  City.  The  explosion  that  killed  and  maimed  hundreds  in 
Wthe  Alfred  P.  Murrah  Federal  Building  could  actually 
ve  a  cooling  effect  on  the  white-hot  rhetoric  that  has  en- 
Ifed  U.  S.  political  life.  Indeed,  the  tragedy  is  shaping  up  as 
'arity:  an  act  of  violence  that  draws  people  together. 
Not  since  the  gulf  war  has  an  event  instilled  Americans 
th  such  a  sense  of  communal  identity.  And  any  rush  towai'd 
3  political  center  provides  President  CUnton  with  an  oppor- 
nity  to  reassert  leadership  over  a  more  sober  public  dia- 
rue  about  the  future.  "The  countiy  wants  something  other 
in  the  hai"d  Right  and  the  discredited 
!ft,"  says  Al  From,  president  of  the 
ntrist  Democratic  Leadersliip  Council, 
his  bombing  wih  reinforce  that." 
I  THE  DEFENSIVE.  That's  a  switch, 
ice  last  fall,  congressional  Republi- 
ns  have  been  setting  the  agenda  with 
lotional  anti-government  appeals  and 
iues  that  polarize  voters — curbs  in 
verty  progi-ams,  challenges  to  af&rma- 
'e  action,  calls  for  immigi'ation  con- 
)ls,  and  an  overhaul  of  welfare. 
Now,  the  bombing  has  thrown  right- 
ng  radio  talk-show  hosts  and  their 
nservative  allies  in  Congress  on  the  defensive.  House 
leaker  Newt  Gingrich  (R-Ga.)  was  stunned  by  suggestions 
at  the  GOP's  government-bashing  may  have  fanned  the 
mes  of  extremists  like  those  who  are  beheved  to  have  at- 
2ked  the  federal  building.  And  hard-edge  gop  Presidential 
pii-ants  such  as  Representative  Robert  K.  Doman  of  Califor- 
1  and  Senator  Phil  Gramm  of  Texas  may  feel  pressure  to 
ae  down  theu-  strident  attacks  on  government.  "The  core  of 
e  electorate  has  decided  this  isn't  the  way  the  nation 
ould  go,"  says  former  Democratic  Presidential  contender 
lul  E.  Tsongas. 

That  shift  is  working  to  Clinton's  advantage.  Though  the 


HALF  MAST  at  the  Washington  Monument 


President  has  been  a  polarizing  figure  himself,  his  recent 
deft  perfonnance  as  national  healer  has  boosted  his  popular- 
ity. For  the  first  time  in  11  months,  Clinton's  approval  ratings 
have  topped  50%— reaching  52%,  according  to  an  Apr.  21-23 
USA  Today/CNN  poll.  "CUnton  has  been  touching  on  the  moral 
high  notes  in  a  powerful  way,"  explains  Rutgei's  University 
political  scientist  Benjamin  R.  Barber.  "He's  acting  as  execu- 
tive pastor  to  the  American  flock  in  a  time  of  crisis." 

Another  possible  beneficiary:  gop  moderates,  who  now  can 
cool  the  gover-nment-is-the-pr'oblem  rhetoric  of  the  party's 
populist  and  religious  right  wings.  Figia-es  one  Clintonite: 
"Some  of  the  most  conser-vative  Repub- 
lican member's  of  the  House,  especially 
the  fi'eshmen  class,  could  be  marginal- 
ized, opening  up  space  for  gop  moderates 
calling  for  civility  and  lowered  voices." 

Still,  many  Republicans  believe  pub- 
he  r*evulsion  with  anti-gover-nment  ter- 
rorism won't  alter  voters'  br'oad  sup- 
port for  lower  taxes,  less  spending,  and 
fewer  federal  regulations.  "It  may 
c  hange  the  tone  of  the  political  debate, 
ljut  not  the  substance,"  says  Republican 
strategist  WilUam  Kr-istol.  "The  Repub- 
licans  will  bend  over  backward  to  be 
civil,  but  aside  from  a  repeal  of  the  assault-weapon  ban,  I 
don't  see  any  backing  off." 

Perhaps.  But  U.S.  acts  of  terrorism,  r-ar-e  as  they  are,  can 
shake  up  political  dynamics.  Bombings  by  student  r-adicals 
helped  galvanize  the  elector-ate  behind  Richard  M.  Nixon's 
1972  reelection  landslide.  And  r'ecent  violence  at  abortion 
chnics  has  dampened  moves  to  ban  abortion.  So  while  it's  a 
Hber-al  fantasy  to  tliinl<  that  the  tr-agedy  in  Oklahoma  City  wiU 
stop  the  Republican  juggernaut,  for  the  moment  at  least, 
the  grisly  bombing  has  succeeded  in  doing  something  that  nei- 
ther Clinton  nor  the  gop  has  done — tone  down  the  rhetoric. 

By  Susan  B.  Garland  and  Douglas  Harbrecht 


CAPITAL  WRAPUP 


;ODE  IN  CONFLICT 

►A  bipartisan  bill  creating  a  code  of 
:onduct  for  U.S.  companies  in  China 
s  emerging  as  tougher  than  expected, 
t  would  bar  plant  visits  by  China's 
nilitary  and  block  political  indoctrina- 
ion  on  pi^emises.  Businesses  that 
ion't  comply  would  lose  financial 
guarantees  from  the  Overseas  Private 
investment  Corp.  Representative 
Tom  Lantos  (D-Calif.),  a  human-rights 
ictivist,  and  powerful  House  Rules 
Committee  Chairman  Gerald  B.  Solo- 
non  (R-N.Y.)  are  behind  the  bill. 


SENIOR  DOLE 

►Democrats  who  think  Bob  Dole  is 
too  old  to  be  elected  President  better 
think  again,  epic-mra  and  Mitchell 
Communications,  independent  Michi- 
gan-based pollsters,  pitted  President 
Clinton  against  the  Senate  Republi- 
can Leader  in  a  1996  preference  con- 
test. The  1,000  respondents  nation- 
wide favored  Dole  by  50%-44%.  in  the 
Apr.  19-23  poll.  Then  the  registered 
voters  were  told  that  Dole  is  71  and 
would  be  older  than  Ronald  Reagan 
was  when  elected  President.  Dole  still 


won,  49%'-45%.  Seven  out  of  10  said 
his  age  didn't  matter. 

FOR  YOUR  EYES  BARELY 

►Senate  Banking  Committee  Chair- 
man Alfonse  D'Amato  (R-N.Y.) 
slammed  Tr-easury  for  stonewalling  a 
request  last  winter  for  internal  docii- 
ments  on  the  handling  of  the  Mexican 
peso  crisis.  But  Treasury  claims  it 
couldn't  comply  quickly:  None  of 
D'Amato's  committee  staffers  had  s< 
curity  clearances.  A  few  weeks  lat*" 
the  staffers  got  clearances — and  han- 
dreds  of  pages  of  sensitive  material. 


International  Business 


THAT  SINKING 
FEELING  IN  JAPAN 

A  painful  wave  of  deflation  is  restructuring  the  economy 


With  Japanese  real  estate  prices 
falling.  Toru  Takano  recently 
snagged  a  gi-eat  bargain:  For 
$330,000— a  third  of  what  it 
would  have  cost  during  the  booming 
1980s — Takano,  33.  and  his  wife,  Kaori, 
30,  bought  a  thi-ee-room  house  in  the 
Tokyo  subui'b  of  Tokorozawa.  a  (lO-min- 
ute  commute  fi'om  his  job  as  a  salesman 
at  a  maker  of  electronic  pails.  But  is 
Takano  celebrating  his  good  fortune? 
Anything  but. 

As  the  yen  spirals  and  competition 
fi'om  cheaper  offshore  manufacturers  in- 
tensifies. Takano's  company  is  being 
forced  to  slash  prices  to  keep  from  los- 
ing sales  altogether,  and  he  sees  no  re- 
lief in  sight.  "I  don't  think  the  economy 
is  going  to  get  much  better,"  he  says. 

Takano  isn't  the  only  one  fretting. 
Just  eight  months  ago,  the  Tokyo  stock 
market  was  rebounding,  and  it  apijeared 
that  Japan  had  emerged  fi-om  its  longest 
slump  since  the  end  of  World  War  II. 
Tlien  came  the  Kobe  earthquake,  fol- 
lowed by  the  financial  shock  of  the  run- 
away yen  (chart,  page  54).  Now,  hopes 
for  an  economic  ujjswing  apj^ear  to  be 
nmning  out  desi^te  $54<)  billion  in  emer- 
gency government  spending  since  1992. 

It's  not  just  land  and  stocks  that  are 
falling.  From  machine  tools  to  beer, 
goods  prices  across  the  economy  are 
declining.  Profits  are  plummeting.  Even 
the  cost  of  a  golf-club  membership  is 
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IT  LOWERS  PRICES  FOR  CONSUMERS  . 


►  NEC  has  slashed  prices  on 
its  PC-9800  series  by  up  to 
26%,  to  defend  its  50%  share 
of  the  personal-computer 
market  against  U.S.  rivals 
such  as  Compaq,  Apple, 
and  Dell. 


►  Chain  stores  are  selling 
furniture  imported  from 
American  retailers — and 
downsized  for  Japanese 
household.s — at  a  big 
discount  over  domestic 
brands. 


►  Beer  distributors  sto( 
Kirin  beer  produced  in 
Hong  Kong  and  other 
countries.  The  reexport 
beer  costs  about  $46  a 
vs.  $61  for  most  Japam 
brews. 
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y  down.  Joining  tlie  exclusive  Koga- 
Countiy  Club  inns  about  100  million 
1  ($1.2  million) — less  than  a  ([uaiter 
much  as  in  1989,  the  height  of  the 
3ble  economy. 

The  key  question  now  is  whether 
A-erful  bureaucrats  at  the  Ministi';^'  of 
lance  and  the  Bank  of  Japan  really 
nt  to  pump  more  money  into  the 
inomy  to  halt  deflation.  To  be  sure, 
reaucrats  bear  some  of  the  blame  for 
1  shock,  or  endaka,  by  balking  at 
5hing  tlu'ough  wide-ranging  progTams 
deregulate  and  open  the  Japanese 
inomy.  But  given  this  reluctance,  as 
1!  as  their  distaste  for  spending  huge 
,v  amounts  on  pump-priming,  it  may 
that  a  sti'ong  yen  and  declining  piic- 


es  will  be  the  bureaucrats'  only  choice 
to  trigger  the  kind  of  radical  coi'porate 
restructuring  Japan  needs. 

Deflation  is  forcing  Japanese  manufac- 
turing and  the  inefficient  distribution 
system  to  streamline,  a  goal  most  bu- 
reaucrats endorse  even  though  it  could 
exacerbate  unemployment.  Deflation  will 
make  homes  more  affordable  and  capital 
sijending  cheaper.  It  will  also  help  bring 
domestic  prices  more  in  line  with  those 
in  other  countries — an  important  plus 
as  the  current  price  gap  becomes  a  po- 
tent political  issue.  Perhaps  this  explains 
why  decision-makers  don't  seem  rattled 
by  the  Dan\inian  shakeout  in  corporate 
Jajjan  that  deflation  is  causing.  "The 
strong  yen  is  ceitainly  strong  medicine," 

APPLE,  ANYONE? 

With  iiHpoilec!  PCs  cheap  at  Tukj-o's 
electronics  bazaar,  U.  S.  computer 
makers  have  captured  some  30%  of 
Japan's  $9  billion  market 


WATCH  THE  BIRDIE 

These  days,  golfers  can  pick  up 
iiem!)crships  at  Japan's  exclusive 
•ouiiiry  clubs  for  less  than  25% 
lieii'  cost  in  the  torrid  '80s 


...  BUT  SOUEEZES  MANUFACTURERS  AND  BANKS 


iny  retailers  are 
\g  color  TVs,  VCRs, 
stereos  for  10%  to 
below  their  "sug- 
;d  manufacturer's 
— and  swallowing 
lifference. 


►  The  rampaging  yen 
and  falling  land  prices 
are  forcing  companies 
to  sell  off  land  holdings 
at  bargain  prices  to 
shore  up  their  earnings 
and  balance  sheets. 


►  Falling  share  prices 
are  forcing  Japanese 
brokerages  and  banks 
to  take  big  write-offs 
on  their  portfolios, 
crimping  their  ability 
to  pay  off  bad  debts. 


says  economist  William  Sterling  of  Mer- 
rill Lynch  &  Co.  But  after  the  excesses 
of  the  19<S0s,  he  adds,  perhaps  "what 
Jajjan  really  needs  is  a  good  crisis"  to 
shock  it  back  onto  the  path  of  long- 
term,  stable  growth. 

In  a  system  that  was  always  rigged  to 
favor  producei's  over  consumers,  Japa- 
nese industiial  giants  wei-e  rai-ely  threat- 
ened by  such  shocks.  They  would  simply 
deploy  cash  garnered  fi-om  high  prices  at 
home  to  keep  prices  low  and  expand 
theu"  reach  abroad.  That's  one  big  reason 
the  cost  of  living  in  Japan  is  i-oughly 
twice  that  of  the  U.  S. 

But  now  that  Mgh  domestic  jjrices  and 
profits  are  waning,  companies  are  (hiving 
down  costs  by  consolidating  at  home,  flee- 
ing offshore,  and  sliiinking  bloated  prod- 
uct Unes.  As  a  result  of  these  biutal  pres- 
sui'es,  private  economists  believe  Japan 
will  be  lucky  to  see  the  gi-oss  domestic 
product  gTow  even  a  half  of  a  percentage 
point  in  1995 — the  nation's  fomlh  straight 
year  of  stagiiation. 

DICEY  OUTLOOK.  After  OOP  actually 
slii'ank  at  a  -'1.47^  annual  rate  in  the  fiscal 
fourth  quarter  that  ended  Mar.  31,  even 
the  Bank  of  Japan,  which  earlier  had 
been  sanguine  about  the  economic  out- 
look, was  forced  to  suggest  that  the  re- 
coveiy  looked  dicey.  That  came  as  bad 
news  to  Ministry  of  Finance  officials, 
who  need  more  revenues  to  pay  for  stim- 
ulus i^rogTams  and  to  finance  the  needs 
of  a  gTa>ing  jjopulace.  It's  also  won-^ing 
Asian  allies  that  aiv  cmi-ently  tluiving  on 
rising  sales  to  Japan. 

Indeed,  fears  are  rising  that  Japan's 
appetite  for  foreign  goods  will  diminish 
just  as  the  U.S.  economy  is  beginning 
to  cool  and  Europe's  recovery  reaches 
its  peak  (page  35).  That  could  spell 
tougher  times  for  the  global  economy. 
World  growth  is  already  expected  to 
slow  to  2.4%  next  year,  after  reaching 
2.7%  in  1995,  estimates  Deutsche  Bank 
Research.  But  a  steep  Japanese  slump 
could  worsen  the  global  slow(^Avn. 

Economist  Jennifer  Feldlvunp  Decker 
of  DRi/McGraw-Hill  thinks  that  in  the 
absence  of  bold  action  to  dei-egiilate  the 
economy,  open  t'  •  country  to  more  im- 
ports, cut  its  .*'-7  billion  trade  .surplus, 
and  revitaliz  -  growth,  Japan  could  face 
an  even  higher  yen  and  more  stagna- 
tion. In  that  case,  she  estimates  the 
economy  could  expand  as  little  as  1.3% 
annually  for  the  next  five  years.  Adds 
one  high-ranking  Western  official:  "The 
last  thing  the  world  needs  is  one  of  the 
major  economies  looking  like  it's  going 
into  deflation." 

Yet  deflation  is  what's  happening. 
There's  even  a  special  tenn  for  it:  kaka- 
ku  kakai,  or  "price  destruction."  You 


certainly  see  that  in  computers. 
Once  unchallenged  at  home,  the 
Japanese  industry's  clout  is  be- 
ing undercut  by  cheap  imports. 
In  Tokyo's  sprawling  electronics 
bazaai'  at  Akihabara,  Compaq  and 
Apple  PCS  can  be  had  for  20%  to 
40%  less  than  comparable  Japa- 
nese brands.  And  with  U.  S.  ri- 
vals gi-abbing  30%-  of  Japan's  $9 
billion  market  last  year,  NEC 
Corp.  was  forced  to  slash  prices 
by  20%  on  one  line  of  PCs. 

It's  much  the  same  story  for 
more  mundane  consumer  items 
Sumitomo  Coi-p.  is  importing  liv 
ing-  and  dining-room  sets  from 
such  U.  S.  companies  as  Thomas- 
ville  Furniture  and  Hickoiy  Hill  Furni- 
ture and  selling  them  through  Japan's 
biggest  fiuTiitui-e  retailer,  Otsuka  Kagii. 
This  year,  Sumitomo  expects  to  import 
$18  million  worth,  20%>  more  than  in 
1994.  On  top  of  that,  the  company  is 
bringing  in  $60  million  worth  of  cut-rate 
sports  equipment,  glasswai'e,  and  leather 
goods.  And  some  independent  distrib- 
utors have  started  buying  Kirin  beer 
made  in  Hong  Kong  and  shipping  it  back 
to  Japan.  The  imported  stuff  undercuts 
domestically  brewed  Kirin  by  one-third. 

Deflation  has  acquired  such  momen- 
tum that  Salomon  Brothers  Inc.  econo- 
mist Robert  A.  Feldman  expects  consu- 
mer prices  will  fall  0.5%  annually  over 
the  next  two  years.  That  would  be 
something  Japan  hasn't  seen  since  the 
years  following  World  War  II.  In  fact, 
price  destniction  represents  "a  stmctu- 
ral  change  that  will  continue  through 
the  end  of  the  century,"  says  Sanwa 
Research  Institute  economist  Ke'suke 
Iwasaki.  Although  lower  prices  ai-e  good 
for  consumers,  such  a  lengthy  drop  in 
prices  could  spawn  a  vicious  cycle  of 
lower  domestic  consumer  spending,  a 
higher  yen,  and  even  gi'eater  pressure 
on  prices,  j^i-ofits,  and  the  battered  finan- 
cial system,  '.Vestern  economists  warn. 
UNCONCERNED.  Despite  such  gloomy 
forecasts,  the  coalition  government  of 
Prime  Minister  Toiniichi  Murayama  has 
so  far  mounted  a  relativcl"  modest  re- 
sponse. On  Apr.  14,  the  government  un- 
veiled its  latest  emergency  spending 
package.  Urging  companies  to  buy  back 
stock  to  support  share  prices  and  giving 
special  attention  to  helping  smaller  com- 
panies hit  by  endaka,  the  plan  niay 
come  up  with  $12  biUion  in  aid. 

Most  eonomists  have  scorned  the 
proposal  as  inadequate.  And  while  mar- 
ket watchers  say  that  some  Bank  of  Ja- 
pan researchers  fear  deflation  will  spin 
out  of  control,  hammer  down  land  pric- 
es even  further,  and  wreak  havoc  with 
ailing  banks,  the  prevailing  view  is  still 
that  deflation  is  not  yet  a  big  concern. 
That's  one  reason  why  the  central  bank 


.  "^QF  THE  ^EH  ^  ^ 

SEEING  RED 

Organized  labor  in  Japan  is  fuming 
over  tlie  yen's  continued  ascent, 
whicli  has  led  to  job  losses  and 
company  relocations 

waited  months  before  cutting  its  dis- 
count rate  by  75  basis  points,  to  1%, 
on  the  day  Murayama  announced  his 
economic  progi'am.  Some  critics  believe 
this  cautious  pohcy  is  only  heightening 
deflationary  pressures.  To  keep  inter- 
est rates  from  falling  below  its  target, 
for  example,  the  bank  has  been  siphon- 
ing massive  amounts  of  Hquidity  from 
the  Japanese  banking  system.  With 
money  growth  barely 
budging,  real  long-temi 
interest  r-ates  now  may 
be  a  punishingiy  high 
5%' — sigTiificantly  above 
those  in  the  U.  S. 

The  Bank  of  Japan 
seems  blithely  uncon- 
cerned about  what  its 
strategy  is  doing  to  fi- 
nancial markets.  For 
example,  the  slumping 
Nikl^ei  stock  average — 
off  56%  from  its  1989 
peak — is  pummeling 
banks'  and  insurers' 
portfolios.  On  Apr.  24 
alone,  11  Japanese  com- 
mercial banks  disclosed 
they  face  $7.4  billion  in 
write-offs  because  the 
value  of  their  stock 
holdings  has  fallen  be- 
low what's  stated  on 
their  books.  With  com- 
mercial pi'operty  pric- 
es down  more  than 
50%  since  1991,  Japa- 
nese companies  last 
year  sold  an  astound- 
ing 23.7  million  square 
feet  of  property  to 
raise  cash.  The  amount 
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of  land  sold  was  up  19.3%  frc 
1993,  according  to  real  estate  d£ 
service  Tokyo  Shoko  Resear( 
The  sales  netted  only  $7.7  billic 
down  9.7%  ft'om  the  year  befor 

While  financiers  are  selling 
sets,  manufacturers  are  hunkf 
ing  down  for  sui-vival.  Take  Maz 
Motor  Coip.,  which  derives  6C 
of  its  sales  from  exports.  Stu 
by  the  strong  yen  and  langu 
U.  S.  car  and  minivan  sales,  it  a 
nounced  on  Apr  26  that  it  woi; 
slash  output  at  its  Japanese  plar 
!  by  22%  this  quarter  and  take  m 
steps  to  reduce  costs.  Even  mo 
sweeping  r-eductions  are  hitti; 
metals  producer's.  Mitsubishi  Ma1 
rials  Corp.,  harxl  hit  by  cheap  zinc  ir 
ports,  plans  to  close  a  smelter  in  Aki 
Pr-efectm'e  that  has  been  losing  $1.2  m 
lion  a  year;  Sumitomo  Metal  Industri 
Ltd.,  meanwhile,  is  accelerating  job  cu 
at  several  steel  plants  to  save  $700  m 
lion  a  year.  Both  companies  will  assij 
idled  workers  to  other  compairies. 
TAKING  THE  PLUNGE.  Such  actions  are 
clear  sign  that  the  Japanese  are  allc 
ing  change  to  cr'eep  into  their*  systei 
How  far"  and  how  fast  it  will  go  is  t' 
key  question.  Critics  argue  that  Jap; 
must  undertake  sweeping  and  immec 
ate  steps  to  open  its  treading  systei 
deregulate  systematically — or  face 
deep  crisis.  But  so  far,  the  governme 
is  r-esisting  sudden  moves  and  seems 
be  acceding  to  tl 
power  of  yen-bred  d 
flation  to  gradually  r 
shape  Japan. 

In  the  absence 
wide-ranging  macroe 
onomic-poUcy  moves 
huge  der-egulati( 
schemes,  r-egulato 
will  rely  on  Japanei 
corpor'ations  and  fina 
cial  institutions  to  fo 
tify  themselves  again 
deflation  and  yen  sho 
as  quickly  as  they  ca 
For  now,  Japan  is  d 
ciding  to  put  up  wi 
yen  strength.  Whi 
that  leaves  the  cou 
try  staring  at  the  Ilk 
lihood  of  a  continu< 
high  yen,  falling  pri 
es,  and  even  recessioj 
it's  a  risk  policymake 
seem  willing  to  tak| 
If  that  means  slow 
gr'owth  for  the  r*est 
the  world,  so  be  it.  ' 

By  Brian  Bremni 
with  Robert  Neff,  : 
Tokyo  and  Willia 
Glasgall  and  Joo 
Warner  in  New  York 
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How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 


'he  Company  Wanted  Its  Worker  Back. 


Our  solution  was  a  comprehensive  Liberty  Mutual  program 


that  included  treadmills,  weights,  walking  exercises 


d  on-site  work  hardening.  The  mjured  worker  had 


added  benefit  of  a  team  focused  on  his  needs. 


X^e  Said  Take  A  Hike. 


So  he  quickly  came  back  to  full  duty. 


If  you'd  like  an  insurance  company  that  knows 


how  to  build  a  strong  busmess, 


talk  to  Liberty  Mutual. 


'turn'  Jf 


LIBERTY 
MUTUAL 


1  Lib<rlv  Mutual  Group 


International  Business 


FRANCE 


CAN  ANYONE 

FIX  THIS  COUNTRY? 

The  next  President  must  overhaul  France's  "mixed"  system 


As  an  aimless  teenager,  Lionel  Bas- 
set was  shunted  into  a  French 
metalwor-king  school.  He  found  it 
monumentally  boring  and  dropped 
out  at  age  17.  Now  21,  he  has  worked 
just  a  few  weeks  at  odd  jobs  since  then. 
Most  days.  Basset  hangs  out  in  cafes 
with  unemployed  friends  or  roams  the 
streets  of  Sai:  it-Denis,  a  giimy  Palis  sub- 
urb. He  Ls  an)ji-y.  "I  was  veiy  badly  guid- 
ed in  school,"  he  says,  leaning  against  a 
gi-affiti-covered  wail.  "Nobody  in  France 
cares  about  the  young." 

On  Apr.  28,  Basset  voted  in  the  first 
round  of  Fi-ance's  presidential  elections. 
His  candidate:  SociaHst'  Li(jnel  Jospin — 
"the  only  one  who  tnight  change  tilings," 
he  says.  Jospin  stunned  pollster's  1a  com- 
ing in  first  among  nine  candidates,  ahead 
of  the  favored  Gaullist  conservatixi', 
Jacques  Chirac.  Yet  four  conservative 
candidates  jnintly  won  60%  of  the  vote. 
So  baiTing  an  uijset — always  possible  in 
this  sui-prising  campaign — second-place 
Chirac  should  vrin  a  May  7  runoff  to  suc- 
ceed Socialist  President  Fran^-ois  Mit- 
tei-rand. 

Ciiirac— or  Jospin — will  be  taking  the 
reins  at  a  critical  moment  for  France 


and  for  Europe.  After  14  years  under 
Mitteirand,  France  has  lost  its  way.  It  is 
tonnented  by  political  and  business  scan- 
dals. State  deficits  have  soared.  The 
French  can't  decide  what  shape  they 
want  for  a  united  Eui'ojje.  Worst  of  all, 
the  economy,  despite  some  impressive 
strengths,  cannot  create  enough  jobs. 
Unemployment  of  12.3% — an  alarming 
25%  for  those  under  age  25 — is  a  time 
bomb.  It  seems  the  old  economic  and 
political  ideologies  from  both  left  and 
right  no  longer  have  the  answers. 

Many  economists  and  business  lead- 
ers know  what  France  needs:  a  drastic 
overhaul  of  inflexible  labor  laws,  an  end 
to  government  control  of  large  corpora- 


NEW  ERA? 


Inflexible 
labor  laws,  state-run 
companies,  a  cushy 
pension  system — all 
should  go,  and  soon 


RUNOFF: ,/  /, ./  the  first  round,  ] 
but  Chirac  will  probably  beat  him 

tions,  a  vibrant  private  pension  systej 
and  a  taming  of  a  fi-ee-spending  staj 
sector  that,  in  the  words  of  economil 
Christian  Saint-Etienne,  has  becomej 
"monstei;  a  national  catastrophe."  Yet 
Fi-ance's  new  leader  can't  implement  ra 
ical  measures,  his  seven-year  term  m; 
mark  a  dramatic  decline  in  the  proi 
country's  economic  status  and  in  its  i| 
fluence  in  the  world. 
SHORTER  WORKWEEK?  Investors  fe 
that  Chirac  and  Jospin  are  proposi 
remedies  that  could  sink  France  iliithi 
into  a  financial  hole.  To  encoui"age  hirin] 
Chit"ac  proposes  a  cut  in  employers'  om 
ous  payroll  ta.xes.  Most  think  this  is 
good  idea.  But  it  would  cost  the  go' 
ernment  badly  needed  revenue,  ar 
Chirac  has  not  proposed  any  spendir 
cuts  to  compensate.  Jospin,  a  tradition 
Socialist,  envisions  a  massive  publi 
works  progi'am  and  a  two-hour  cut  : 
the  wcjrkweek,  to  87  hoiu's,  that  he  sa;; 
would  create  400,000  jobs. 

Either  approach  may  lead  to  hight 
deficits  and  a  weaker  franc.  That  wou 
be  a  huge  setback  after  eight  years  ^ 
hard-won  monetaiy  stability  that  hav 
lowered  inflation  to  under  2%.  France 
deflcit  still  reached  5.6%-  of  gr-oss  dome; 
tic  product  last  year,  far  above  the  3' 
limit  required  for  European  monetar 
union  by  decade's  end.  A  French  failur 
to  qualify  for  monetaiy  union  could  kill 
single  Eui'opean  cuiTency  and  be  a  majc 
reversal  for  tighter  European  union. 

Such  concerns  led  traders  to  hamme 
down  the  franc  in  late  Apiil.  In  respons< 
Chirac  vowed  allegiance  to  le  fimw  fort- 
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Fidelity  Stock  Funds. 

No  Matter  What  Your  Goals  Are, 
We  Have  a  Fund  That  Can  Help  You  Reach  for  Them. 


Despite  Market  Ups  and  Downs,  Stocks  Have 
Provided  Consistent  Long  Term  Growth. 

If  you  have  long-lenii  financial  goals,  it  can  make  sense  to 
have  some  of  your  money  invested  in  stocks.  Historically 
the  greatest  returns  have  been  reahzed  by  investors  who 
have  invested  in  the  stock  market.'  The  potential  for  higher 
returns  in  the  stock  market  is  related  to  its  higher  risk. 

From  Conservative  To  More  Aggressive, 
Two  Impressive  Performers. 

Here  are  two  stock  huids  that  Fidehtv  offers  to  capitalize  on 
the  long-term  potential  of  the  market.'  Past  performance  is 
no  guarantee  of  future  results,  and  you  may  have  a  gain  or 
loss  when  you  sell  your  shares. 


Fidelity  Blue  Chip  Growth  Fund 

is  an  aggressive  stock  hnid  that  pur- 
sues investments  in  some  of  today's 
most  successful  "blue  cliip"  compa- 
nies, which  may  be  well-positioned 
for  future  growth.  The  fimd  invests  in 
securities  of  U.S.  and  foreign  issuers. 


Average  Annual 
Total  Returns* 

Fidelity  Blue  Chip 
Growth  Fund 


1  year 


6.55% 


5  year  17.68% 

Life  of     ^  „ 
Fund  18.35% 


Fidelity  Value  Fund  pursues 
capitid  appreciation  by  investing  in 
unrecognized  or  undei-vidued  com- 
panies. This  fund  concentrates  its 
investments  in  companies  that  may 
be  asset-rich  or  whose  securities 
management  believes  are  under- 
priced  in  the  cuirent  market. 


Average  Annual 
Total  Returns* 

Fidelity  Value  Fund 

1  year  7.63% 

5  year  12.02% 

lOyeai  13.61% 


Expertise  You  Can  Rely  On. 

Our  research  capabilities  and  investment  expertise  allow 
our  managers  to  search  for  opportunities  that  other  hind 
companies  may  lack  the  time  or  resources  to  find.  In  fact, 
we  have  more  than  200  researchers  and  analysts  who 
follow  more  than  6,000  companies  a  year. 

Call  Today. 

With  one  phone  call,  you  can  receive  the  information 
you  need  to  invest  in  a  Fidelity  stock  fund.  V(ni  can 
begin  investing  with  $2500,  or  $500  for  an  IRA.  Call 
for  details. 

Now  reach  Fidelity  via  the  Internet: 
http://www.fid-inv.coin 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3898 


Fidelity 


investments' 


For  a  free  prospectus  with  more  complete  iiitbniiation,  iiicliuling  cliar;;es  and  expenses,  please  c;ill.  Read  the  prospectus  carehiUy  before  you  invest  or  send  money.  'Source:  Stocks, 
Bonds,  Bills  and  Inflation        Vearbook'",  Ibbotson  Associates,  Chicago,  II.  (annually  updates  woi'k  by  Kosher  G,  Ibbotson  and  Rex  A,  Sin(|uefield) .  liscd  with  permission.  All  rights 
reserved.  'The  funds  are  arranged  based  on  Fidelity's  jtidgment  of  each  hnid's  current  investment  practices  based  on  historic;d  share  price  volatility,  flexibility  of  the  fund's  prospec- 
tus, and  Fidehty's  judgment  of  the  |ioilfolio  manager's  flexibilitN.  Risk  i-elationship  can  change  at  any  lime.  'Total  returns  for  the  period  ending  1 I  A)4  are  historical  and  include 
change  in  share  price,  rein\estment  of  dividends  and  capital  gains,  and  Blue  Chip's  3%  sales  chai-ge.  Share  price  and  return  will  vaiy  Life  of  huul  hgiire  for  Blue  Chip  Growth  Fund 
is  from  December  i  I ,  l'),S".  Fidelity  Distributors  Corporation 
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a  strong  franc.  Yet  there  are 
doubters.  A  weaker  franc  is 
inevitable,  says  Steven  H. 
Nagourney,  chief  global 
strategist  for  Leliman  Broth- 
ers Inc.  "If  the  new  Presi- 
dent doesn't  devalue,"  he 
says,  "the  market  will  do  it 
for  him." 

While  wonying  about  the 
markets'  reaction,  the  new 
President  faces  the  prospect 
of  social  um-est  if  he  makes 
major  cuts  in  pension  and 
health-care  benefits.  Likewise, 
France's  homeless  and  long- 
term  unemployed— dubbed 
les  excius — could  become  an 
explosive  force.  Like  Lionel 
Basset,  many  are  young  and  live  in 
working-class  ghettos,  and  they  may  soon 
vent  their  rage. 

FOOLISH  STAKES.  Plenty  of  French  in- 
dustrialists blame  excessive  state  regu- 
lation for  locking  the  unemployed  out  of 
the  job  market.  "There  are  too  many 
rules  in  France,"  complains  Peugeot 
ChaiiTnan  Jacques  Calvet  in  his  small, 
sober  office  near  the  Ai-c  de  Triomphe. 
Take  tiremakei'  Michelin.  It's  tiTidng  to 
boost  output  of  truck  tires,  but  it's 
stymied  by  a  ban  on  rxmning  French  fac- 
tories more  than  five  days  a  week.  After 


JOBLESS:  "Nobody .. .cares  about  the  young,"  says  Basset 


biggest  bank  almost  collapsed  after  tak- 
ing foolish  stakes  in  French  companies  at 
government  behest  and  making  risky 
loans  that  smacked  of  political  favoritism. 
Andre  Levy-Lang,  management  board 
chairman  of  CompagTiie  Financiere  de 
Paribas  says  tliis  debacle  has  knocked 
the  technocrats  off  theii"  pedestal:  "These 
eiTore  have  won  us  10  yeai"s  in  changing 
mind-sets." 

Tine,  but  other  state  practices  remain 
deeply  entrenched.  The  government  has 
poured  billions  in  state  funds  into  such 
sinkholes  as  computer  maker  Groupe 


FRANCE  IS  LAGGING 
IN  PERFORMANCE... 


..THE  GOVERNMENT 
SPENDS  TOO  MUCH... 


...AND  UNEMPLOYMENT 
IS  TOO  HIGH 


GERMANY 


9R0SS  OOMESTi:  PRODUCT  PER  CAPITA 

THOUSAND..  OF  U.S.  DOLLARS 
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DAfA:  CRE0I1 LYONNAIS,  ORGANIZATION  FOR  ECONOMIC  COOPERATION  S  DEVELOPMENT  DRI/MrGRAW-HILL,  BW  EST 


a  long  effort,  Michelin  has  won  govern- 
ment peiTnission  to  operate  an  automat- 
ed plant  nonstop — for  one  year.  But  its 
four  conventional  factories  must  cldse  on 
weekends,  to  protect  workers'  leisure. 

The  intrusive  state  power  that  hobbles 
Michelin  and  other  companies  is  wielded 
not  just  by  politicians  but  by  a  coi"jds  of 
elite  biu'eaucitits  who  run  many  top  com- 
panies. This  tradition  saddles  industiy 
with  inexperienced  managers,  yet  merci- 
fully for  France,  this  elitist  system  may 
be  cracking.  The  biggest  fissure  came 
from  the  recent  $27  billion  bailout  of 
state-owned  Credit  Lyonnais.  Europe's 


Bull  and  Air  France,  with  nothing  to 
show  for  the  effort  but  companies  that 
still  need  wrenching  restmcturing.  For- 
mer Prime  Minister  Raymond  Baire  says 
the  Fi'ench  penchant  for  postponing  the 
inevitable  reminds  him  of  a  famous 
countess  waiting  at  the  Revolutionaiy 
truillotine.  She  implored  her  execution- 
er: "Please,  monsieur,  just  one  more 
minute." 

Yet  beneath  its  problems,  the  world's 
fourth-largest  economy  has  a  lot  going 
for  it.  It  has  Europe's  lowest  inflation, 
good  productivity,  a  positive  trade  bal- 
ance after  15  yeai-s  in  the  red,  and  lower 


labor  costs  than  Germaii|  y 
Mercedes-Benz  recent 
l)icked  France  over  Germat 
for  its  newest  car  factory, 
believe  very  much  in  Freni 
productivity  and  reliabilitj 
says  Mercedes'  ceo.  Helm' 
Werner. 

Those  strengths  flow  fro 
a  massive  industrial  restru 
tming  in  the  1980s,  when  t] 
French  rightly  feared  th 
competition  in  Europe's  sing 
market  could  destroy  thei 
Companies  automated  fact 
ries,  and  the  government 
lowed  big  layoffs  for  the  fii 
time.  Renault's  biggest  pla 
now  makes  the  same  numb 
of  cars  with  8,302  employees  as  it  to( 
22,700  workers  to  build  20  years  ago, 
HIRING  AND  FIRING.  Yet  there's  a  fragi 
side  to  this  success.  France's  forte 
commodity  products — aluminum,  ste( 
cement,  glass — rather  than  high  valu 
added  items.  French  weakness  in  hij 
tech  is  another  worry.  It  flows  part 
from  a  shortage  of  entrepreneui's,  ai 
therefore  of  midsize  companies  along  tl 
lines  of  Gennany's  Mittelstmid.  Critii 
fault  cerebral  French  education  f( 
putting  Proust  above  profit.  Anoth( 
cause  is  the  lack  of  private  pension  ftinc 
which  in  the  U.  S.  have  pr 
vided  biUions  in  equity  capil 
for  established  companies  ai 
startups. 

The  biggest  French  failir 
however,  is  unemploymer 
Deregulating  the  process 
hiring  and  firing  could  ( 
wondei"S  to  create  jobs.  "Tl 
difficulty  eliminating  jol 
makes  you  hesitate  to  hirt 
says  Peugeot's  Calvet.  A  coi 
pany  that  wants  to  reduce  i 
workforce  usually  needs  go 
eiTiment  peiTnission  and  mu 
give  around  18  months'  se 
erance  pay.  Water  bottli 
Pemer  tried  to  cut  600  jol 
recently  to  boost  efficiency.  Bureaucra 
said  non. 

France  made  an  important  decision 
the  1980s:  to  open  its  economic  borde 
to  Europe  and  the  world.  So  far,  howe 
er,  the  French  can't  quite  accept  tl 
ramifications  of  that  move.  France's  ne 
leader  must  finish  the  overhaul  of  h 
counti-y's  outdated  economic  approac 
With  luck,  the  disillusioned  youths  at  tl 
gates  of  Paris  will  allow  him  time  to  ( 
that. 

By  Stewart  Thy,  with  Gail  Ednumdsc 
and  Mia  Ttinephi,  in  Paris  and  Joh 
Tenipleman  in  Bonn 
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Kiiurdgc  I  issiTfiintpin  Htxid 
NamcuiUdland.  Smilli  Africa 


IN  REMOTEST  NAMAQUALAND,  AN  OASIS  APPEARS  IN  THE  DESERT.  Jeffery  Tyatyaza's  rounds  lor  1'he  South  African  Breweries 
take  him  to  distant,  thirsty  parts  of  his  country.  He  relies  on  an  Onboard  At  Site  Invoicing  System  (OASIS)  to  track  inventory  and 
bill  customers.  OASIS  is  just  one  of  tho  ways  IBM  is  helping  streamline  SABs  operation.  Tod;iv.  a  sleek  computer  network  links  the 
outposts  of  the  southern  h(Mnisphcre's  largest  brewery,  and  data  flows  as  freely  as  Lion  Lager  on  a  summer  day.  How  can  IBM  services 
help  your  business?  Call  for  the  answer,  1  80U  IliM-.i.'iSS,  ext.  Gl()3,  or  visit  us  on  the  World  Wide  Web  at  http://www.ibm.com 
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IS  IT  TIME  FOR  CLINTON 

TO  GET  TOUGH  WITH  YELTSIN? 


ri 


On  Moscow's  Poklonnaya  Gora  (Victory  Hill),  workers 
have  labored  feveiishly  for  weeks,  planting  flowers  and 
erecting  reviewing  stands  for  the  May  9  festivities  com- 
memorating the  50th  anniversary  of  Germany's  defeat.  Late- 
model  tanks  will  clank  by,  as  Russian  troops  march  past 
President  Clinton  and  other  dignitaries  representing  the 
World  War  II  allies. 

Clinton  should  hai'dly  be  in  a  celebratory  mood,  though.  His 
embrace  of  embattled  Russian  President  Boris  Yeltsin  isn't 
wor-king  quite  the  way  the  Americans  want  it  to.  The  r-ela- 
tionsliip  hatched  during  the  feel-good  era  following  the  Soviet 
collapse  is  in  tr'ouble:  Many 
libei-als  in  Yeltsin's  for-eign-pol- 
icy  inner  cirxie  have  been  r"e- 
placed.  So  Russia  is  becoming 
moi'e  aggTessive  at  home  and 
abroad,  leading  to  a  gTowing 
list  of  U.  S.-Russian  disputes. 

Indeed,  the  martial  nature 
of  the  celebration  will  remind 
onlookers  of  Russia's  belligei'- 
ence,  especially  its  suppr-ession 
of  the  br-eakaway  repubhc  nf 
Chechnya.  An  estimated 
24,000  people  have  been  lolled 
ther-e — making  it  far  bloodier 
than  either  the  1956  cr-ack- 
down  on  Hungary  or  the  1968 
Czech  invasion.  Witnesses  and 
human-rights  activists  say 
Interior  Ministry  tr-oops  used 
dr-ugs  to  make  themselves 
fiercer  befor'e  attacking  the 
Chechen  village  of  Samashki  MaSS  graves  of  those 
in  mid-April.  They  ar-e  accused  j^jjig^j  ^^^.j^g  Russia's 
01  machrne-gunnmg  about  250  .  ,     ,  .  „ 

villagers,  including  women  and  DiOOCly  suppression  01 

children.  The  military  denies  breakaway  Chechnya 

the  atrocity  char'ges.  It's  un- 
clear whether  a  new  ceasefire  will  take  hold. 
NO  ON  NATO.  Chechnya  is  only  une  cause  for  concern.  Al- 
though the  Russians  have  allowed  th  '  rlestruction  of  many  nu- 
clear and  conventional  weapons,  treaties  that  wer-e  so  warrn- 
ly  hailed  when  the  cold  war  ended  ar-e  coming  undone.  For 
mstance,  Defense  Minister-  Pavel  S.  Gr-ache\  says  Russia  is  no 
longei-  liound  by  the  1990  Conventional  For-ces  in  Eur-ope 
treaty  that  limits  troop  deployment.  He  wants  to  shift  for-ces 
to  hot  spots  such  as  Tajikistan,  on  the  Ukrainian  bor-der-,  as 
well  as  Chechnya  and  Georgia.  Moscow's  opposition  to  xato 
entry  for  countries  such  as  Poland  and  the  Czech  Republic 
has  become  more  strident. 

What's  more,  taking  a  chapter  out  of  hard-liner  Vladimir 
V.  Zhirinovsky's  book,  the  Yeltsin  government  is  talking 
ab.'ut  military  inter-vention  wher-ever  it  sees  abuses  against 
ethiiic  Russians  in  for-mer  Soviet  republics.  That's  certain  to 
stir  up  tension  in  regions  such  as  the  Baltics  and  Crimea, 


AFTER  THE  FALL 


wher-e  a  Russian  majority  wants  to  secede  from  Ukrair 
The  Clinton  Administr-ation  has  stepped  up  its  criticism 
Yeltsin's  tough  moves  but  isn't  considering  punitive  measure 
A  senior  official  says  the  Russians  haven't  crossed  a  li: 
that  would  make  Clinton  want  to  jeopar-dize  r-elations.  W; 
ington  continues  to  believe  it's  better  to  maintain  the  r-elati 
ship — in  hopes  that  economic  reform  will  stay  on  coun 
Russia's  economy  is,  in  fact,  impr-oving  and  shovdng  signs 
responding  to  such  Western  pr-escriptions  as  gi-eater  mone 
discipline  and  privatization.  The  Americans  hope  they  ^aHI 
able  over-  time  to  affect  Russian  behavior  in  other  sectors 

well.  "We  simply  can't  dise 
gage.  The  stakes  are  t 
high,"  says  the  official. 

Even  the  Chechen  fiasc 
in  this  view,  har-bor-s  seeds 
hope.  "The  outpouring  of  erf 
icism  and  very  strong  r'evi| 
sion  to  it  inter-nally  and  ovi 
side    haven't    solved  tli 
Chechnya  problem  but  m; 
point  people  to  the  fact  thj 
that  is  not  an  acceptab] 
way"  to  resolve  tr-oubleso 
issues,  says  a  senior  Sta| 
Dept.  official. 

But  the  Russians'  extra: 
measures  in  Chechnya  a: 
the  scale  on  which  tough 
tions  are  threatened  el 
where  lead  many  Rus; 
watcher-s  to  conclude  that  VVaslungton's  str-ategy  of  patient  e 
gagement  is  about  to  under-go  its  most  sever-e  test.  Clint' 
will  pi-obably  get  nowher-e  even  on  such  core  issues  as  Ri;§r„i!ii 
sia's  pr-oposed  .$1  billion  sale  of  nuclear  reactors  to  Iran 

The  Russians  also  seem  to  have  convinced  themselv 
that  they  are  entitled  to  Westei-n  financial  aid  without  a  pel 
ical  price.  "Russia  will  never  ever  bow  to  ar-bitr-ary  politic 
pr-essur-e — not  even  to  please  the  U.  S.,"  says  Russian  Foreij 
Minister-  Andr-ei  V.  Kozyr-ev.  Critics  say  Clinton  may  have  e 
corn-aged  such  thinking  by  excusing  Russian  excesses  and  b 
ing  too  accommodating  on  key  issues.  "Too  often,  they  a, 
what  the  Russians  would  accept  r-ather  than  what  the  U 
really  needs  to  do,"  says  Dimitri  K.  Simes,  president  of  t\ 
Nixon  Center  for  Peace  &  Fr-eedom  in  Washington. 

Simes  points  out  that  Russia  is  much  weaker  than  t 
old  Soviet  Union  and  that  its  need  for-  Wester-n  aid  and  i 
vestment  should  give  the  U.  S.  "tr-emendous  lever-age."  T 
May  summit  ought  to  pr-ovide  an  opportunity  to  start  usii 
that  clout,  he  says.  But  getting  the  right  message  aero 
won't  be  easy.  If  Clinton  is  too  tough,  he'll  look  as  if  he's  spc 
ing  the  celebr-ation.  If  he  takes  a  Mr  Nice  Guy  appr-oa( 
however-,  he'll  seem  to  be  endor-sing  the  Kremlin's  tough  nt| 
tack.  And  that  has  the  whiff  of  appeasement. 

By  Peter  Galuszka  in  Moscow  and  Amy  Borrus 
Washington 
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>ILICON  VALLEY'S 
)THER  POWER  ELITE 

ilson  Sonsini's  coziness  with  the  cream  of  high  tech  is  its  strength-and  a  sore  point 


1  ■  ■  hen  Apple  Computer  Inc.  went 
ifl^V  public  back  in  1980,  they  were 

■  there.    When    Novell  Inc. 

■  ■  merged  with  WordPerfect 
3rp.,  they  were  at  the  bargaining  ta- 
e.  And  when  the  Justice  Dept.  and 
icrosol^  Coi-p.  battled  on  Apr  24  to 
ive  their  controversial  antitiust  deal 
'sun-ected,  they  were  at  the  center  of 
.e  storm.  The  lawyers  at  Wilson,  Son- 
p.i,  Goodrich  &  Rosati  have  been  so 
dllful  at  riding  the  wave  of  the  most 
.Tiamic  U.  S.  industry  that  they  are  as 
)t  as  their  cutting-edge  clientele.  "If 
^ilson  Sonsini  was  a  stock,  I'd  invest  in 
,"  says  Paul  Lippe,  legal  counsel  at 
)ftware  designer  Synopsys  Inc. 

That  a  law  firm  could  inspire  such 
ithusiasm  shows  that  Wilson  Sonsini 
is  little  in  common  with  the  legal  Es- 
iblishment.  MiiToring  the  entrepreneu- 
al,  risk-taking  persona  of  its  clients, 
le  Palo  Alto  (Calif.)  fii'm  plays  by  its 
m  rules.  Its  partnei-s  sit  on  the  boai'ds 
'  such  chents  as  Autodesk  Inc.  and 
attice  Semiconductor  Corp.,  flouting 
le  current  tide  against  such  conduct. 


They  dole  out  the  Idnd  of  financial  ad- 
vice usually  expected  of  bankers  or  ven- 
ture capitalists.  The  firm  invests  in 
startups  it  takes  public,  maintaining  a 
cmrent  poitfolio  of  some  500  client  com- 
panies, including  LSI  Logic  Corp.  and 
Synopsys.  Going  another  step,  Wilson 
Sonsini  does  what  would  be  unthink- 
able in  most  legal  circles:  It  represents 
promising  upstaits  for  fi'ee  until  they 
can  pay  legal  bills.  The  gamble  has  paid 
off  handsomely  with  such  success  stories 
as  Sun  Microsystems  Inc. 

The  result  is  a  275-lawyer  fii'm  intri- 
cately tied  to  the  fortunes  of  its  clients 
as  well  as  its  community.  It's  also  one  of 
the  most  profitable  finns  in  the  countiy, 
with  $100  million  in  annual  i-evenues. 
"We're  I'eaUy  pait  of  the  fabric  of  Silicon 
Valley,"  says  54-year-old  Lany  W.  Son- 
sini, the  firm's  driving  force.  No  kid- 
ding. Of  the  150  largest  public  compa- 
nies in  Silicon  Valley,  Wilson  Sonsini 
lists  at  least  36%  of  them  as  significant 
clients.  Since  1990,  the  fii"m  has  taken 
more  than  twice  as  many  liigh-tech  com- 
panies public  as  its  nearest  competitor. 


BOLD  EAGLES:  So)isini\s  partners 
forge  business  links  other 
firms  tend  to  shy  away  from. 

according   to    Securities    Data  Co. 

What's  more,  Wilson  Sonsini  repre- 
sents at  least  20  semiconductor  compa- 
nies and  the  top  three  independent  disk- 
drive  makers.  Its  vast  representation 
of  venture  capitalists  and  undei-writers 
makes  foi'  an  incompai-able  business  net- 
work. "The  firm  has  an  abihty  to  ac- 
cess people  all  over  the  place  at  the 
drop  of  a  hat,"  says  A.  Grant  Heidrich 
III,  a  general  partner  at  Mayfield  Fund, 
a  venture-capital  finn.  Founder  Sonsini 
recognizes  that  his  fii'm's  intricate  web 
could  raise  eyebrows.  "There  is  an  inces- 
tuousness  in  the  Valley,"  he  says.  "I  can 
see  where  it  would  look  strange  to  the 
outside  world." 

JUDGE  AND  JURY.  Particularly  strange, 
because  lawyers  elsewhere,  fearful  of 
liability  claims,  have  largely  cut  off  the 
kinds  of  ties  cultivated  by  Wilson  Sonsi- 
ni and  a  handful  of  other  Sihcon  Valley 
firms.  Clients  are  cracking  down  on  affil- 


Legal  Affairis 


iations  with  lawyers  that  shareholders 
say  raise  such  ethical  issues  as  lack  of 
independence.  "Increasingly,  firms  are 
realizing  [such  alliances  are]  risky  busi- 
ness," says  Charles  W.  Wolfram,  an  eth- 
ics professor  at  Cornell  Law  School. 
"The  potential  for  conflict  is  explosive." 

As  Silicon  Valley  matures,  Wilson 
Sonsini  is  beginning  to  pay  a  price  for 
its  devil-may-care  approach.  The  firm 
has  been  hit  with  a  malpractice  claim, 
has  been  kicked  off  a  case  by  an  ap- 
pellate court,  and  has  had  its  ethics 
questioned  by  Microsoft  in  its  antitrust 
brawl  with  the  government — all  because 
of  alleged  conflicts.  "It  appears  to  be 
Wilson  Sonsini's  policy  that  it  decides 
if  there's  a  conflict,  not  the  client,"  says 
James  T.  Given,  corporate  counsel  for 
Cadence  Design  Systems  Inc. 

In  a  recent  run-in.  Cadence  got  Wil- 
son Sonsini  disqualified  from  a  trade- 
secrets  dispute  brought  against  it  by 
Synopsys.  Softwai'e  maker  Cadence  con- 
tended that  since  partner  Gary  L.  Re- 
back  had  once  been  Cadence's  counsel 
before  joining  Wilson  Sonsini  and  was 
therefore  privy  to  its  sensitive  informa- 
tion, neither  he  nor  the  firm  should  be 
allowed  to  represent  Synopsys.  A  Cah- 
fornia  appeals  court  agreed  in  late 
March.  "It  takes  some  guts  to  stand  up 
to  Wilson  Sonsini,"  says  Given.  "Their 


a  There  is  an  incestuousness  in 
the  Valley.  I  can  see  where  it  wouh 
ji  look  strange  to  the  outside  world 


LARRY  W.  SONSINI,  Founder 


influence  is  ubiquitous."  Reback  says 
the  action  is  merely  the  litigation  tactic 
of  an  adversary  and  that  he  had  no  in- 
side information  about  Cadence. 

That  rare  challenge  to  Silicon  Val- 
ley's business  culture  could  be  a  sign 
of  more  to  come.  "There  is  pressure  on 
us,  and  it  has  a  chilling  effect,"  says 
partner  Tor  R.  Braham.  Adds  partner 
Alan  K.  Austin:  "We're  pretty  damn 
careful.  In  this  increasingly  litigious 
world,  we  have  to  be." 

Critics  say  not  careful  enough.  "The 
firm  is  so  totally  integrated  in  the  over- 
all ability  to  make  an  idea  into  a  lot  of 
money  that  it  has,  in  many  instances, 
crossed  the  hne,"  argues  securities  class- 
action  plaintiff  lawyer  Melvyn  I.  Weiss. 
Without  actually  suing  them,  Weiss  has 
blasted  lawyers  in  several  shareholder 
suits  for  owning  chent  stock — a  rela- 
tionship he  says  gives  them  a  personal 
stake  in  the  perfonnance  of  a  stock  of- 
fering. In  a  case  against  Quicktum  De- 


Wilson  Sonsini's  Lock  on  Silicon  Valley 

With  more  than  2,000  clients,  including  some  1,200  high-tech 
companies,  Wilson  Sonsini  is  a  powerful  force  in  Silicon  Valley.  The  firm 
wields  influence  through  its  extensive  business  network. 


SAMPLING  OF  CLIENTS 

•  Apple  Computer 

•  Broderbund  Software 

•  Cypress  Semiconductor 

•  Dell  Computer 

•  LSI  Logic 

•  Packard  Bell 

•  Seagate  Technology 

•  Silicon  Graphics 

•  Sun  Microsystems 

•  VLSI  Technology 

•  20  venture  capitalists 

•  19  investment  banks 


CLIENTS  WITH  WILSON  SONSINI 
PARTNERS  ON  THEIR  BOARDS 

•  Autodesk 

•  Cats  Software 

•  Diamond  Multimedia 

•  Genus 

•  Lattice  Semiconductor 

•  Novell 

•  OPTi 

•  Parallan  Computer 

•  Ross  Systems 

•  Silicon  Valley  Group 

•  Software  Publishing 


INVESTMENTS 

($5.5  miliiu  'nvested  in 
about  500  cL  i>  lanies) 

telecoivimun;cations  

7.5% 

SEMICONDUCTORS - 

7.5% 


OTHER 

10% 


LIFE  SCIENCES 

30% 


COMPUTER  SOFTWARE 

25% 


COMPUTER  HARDWARE 

25% 


DATA;  WILSON,  SONSINI.  GOODRICH  &  ROSATI 


sign  Systems  Inc.,  for  instance,  Wei^« 
firm  accuses  Wilson  Sonsini  of  helpingi. 
inflate  client  Quicktum's  financial  cor^ 
tion  in  order  to  attract  investors,  '"ife 
lawyers  who  helped  Quicktum  pura 
this  scheme  personally  stood  to  gain] 
nancially,"  the  complaint  states. 

Wilson  Sonsini  calls  such  charges 
olous.  Indeed,  managing  partner  Ms 
A.  Bertelsen  says  the  firm  minimis! 
any  potential  problems  related  to  its 
vestments  by  capping  them  at  $25,C 
per  company.  And  though  the  fund 
provided  a  stunning  3-to-l  average  ri 
of  return  since  it  was  created  in  19* 
no  individual  can  reap  a  windfall  1' 
cause  the  proceeds  are  spUt  among  t 
firm's  lawyers.  "WTiat's  the  incentive 
risk  anything  for  $5,000?"  asks  Beit 
sen.  "It's  just  crazy." 

Still,  alleged  conflicts  have  begun 
plague  the  firm  in  other  ways.  L; 
year,  Wilson  Sonsini  paid  an  entrepi 
neur  who  charged  it  with  a  confiicl 
interest  an  undisclosed  sum  to  set! 
his  malpractice  suit.  Larry  Sonsini,  w^ 
denies  any  wrongdoing,  says  the  fii 
settled  to  avoid  a  messy  trial. 
"POPPYCOCK."  Wilson  Sonsini  could 
duck  a  messy  fight  with  industry  gia 
Microsoft.  The  firm  infuriated  the  so: 
ware  maker  by  opposing  its  antitiTi 
deal  on  behalf  of  three  anonymous  c 
ents.  In  appeahng  a  federal  judge's  i 
jection  of  the  settlement,  Microsoft  toi 
the  unusual  step  of  railing  against  t. 
firm's  alleged  conflicting  relationship 
"The  law  firm . . .  has  never  explaini 
how  it  can  act  as  regular  outside  counj 
for  Novell  Inc.  while,  at  the  same  tim 
directly  attacking  Microsoft's  plann( 
acquisition  of  Intuit  Inc.  in  which  Nov( 
has  a  substantial  interest,"  wrote  IVI 
crosoft  in  its  appellate  brief. 

Sonsini,  who  is  on  Novell's  boar 
says  Microsoft's  conflict  allegations  a 
sour  grapes.  "That's  just  poppycock 
says  Sonsini,  adding  that  NoveO  us( 
other  counsel  to  negotiate  with  M 
crosoft  and  waived  any  potential  coi 
flicts  before  Wilson  Sonsini  took  on  tl 
antitiTJst  matter.  Novell  confirms  this 

Wilson  Sonsini  rehes  on  full  disci 
sure  to  its  clients  when  potential  coi 
flicts  arise.  On  average,  the  firm  asks  c 
ents  to  sign  conflict  waivers  15  times 
month,  says  Bertelsen.  It  took  five  wai 
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HE  CZECH  REPUBLIC  I'chek  ri'pablikl  •  Premier  Vaclav  Klaus; 
pulation  of  10,5  million;  stable  government;  parliamentary  democracy; 
lanced  budget;  GDP  2,5%;  stable  exchange  rate  1  USD  =  27.8  CZK;  low 
lation  10%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
ID  8,4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 
'00  CZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
vate  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
jatriation  of  profits;  tax  treaties;  U.SA,  Netherlands,  Cyprus  and  others 
listory:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  10th 
ntury  establishment  of  the  Czech  state.  1.355  Charles  IV,  Roman 
iperor  and  King  of  Bohemia;  1348  Charles  University  of  Prague  founded; 
18  proclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 
ition  of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
ginning  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
derative  Republic;  1990  establishment  of  HC&C.  The  Bill  of  Rights; 
92  first  wave  of  privatization;  1993  dissolution  of  tV.echoslovakia 
d  establishment  of  the  independent  Czech  Republic;  1994  signature 
Partnership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 
)n  of  second  wave  of  privatization;  municipal  elections  confirmed 
;ech  citizens  strong  support  for  market  economy  in  November  1994. 


HARVARD  FUNDS  |ha:ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic,  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Harvard  Funds,  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  I'SD  in  assets 
under  management;  23  investment  funds;  largest  funds:  Harvard  Dividend 
Investment  Fund  and  Harvard  Growth  Investment  Fund;  listings:  Prague 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker.  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  Stock 
Exchanges;  largest  holdings:  utilities  25%..  financial  institutions  22%, 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2,850% 
(from  May  1,  1992  to  December  16,  1994:  1.035  CZk!  i.e.  the  price  of 
a  voucher  bookl,  average  annual  return  three  hundred  and  fifty  percent, 
350%;  discount  to  Net  Asset  Value  62%  as  of  16  December,  1994  on  PSK  llast 
trading  day  for  the  year:  December  16.  19941;  dividend  per  share  132  CZK 


Harvard  Funds 

The      Czech  Republic 


arning:  Advertisement  appears  tor  intiirmation  only.  It  does  not  constilule  an  offer  to  buy  or  sell  securities.  None  of  these  securities  have  been  approved  for  purchase 
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Marketing 


ers  from  an  array  of  clients  for  the  firm 
to  represent  Wavefront  Technologies 
Inc.,  which  is  currently  being  bought 
by  another  cUent,  Silicon  Graphics  Inc. 
When  Novell  acquired  WordPerfect  in 
1994,  the  fiiTn  not  only  had  to  get  waiv- 
ers, but  Lany  Sonsini,  who  was  on  the 
board  of  directors  at  both  companies, 
i-esigned  from  WordPerfect. 

Wilson  Sonsini  says  it  has  turned 
away  business  even  from  the  likes  of 
Intel  because  of  conflicts  with  existing 
cUents.  "CUents  are  often  more  relaxed 
about  the  conflict  issue  than  the  law- 
yers are,"  says  Craig  W.  Johnson,  an 
ex-Wilson  Sonsini  partner. 

For  now,  most  clients  seem  more 
than  satisfied.  The  vast  majority  of 
those  interviewed  have  faced  thorny 
conflicts  using  Wilson  Sonsini  as  counsel. 
Yet  they  gladly  sign  waivers  in  ex- 
change for  access  to  the  firm's  industry 
knowhow,  legal  skills,  and  connections. 
"They  represent  all  the  successful  com- 
panies," says  Seagate  Technology  Inc. 
Chairman  and  ceo  Alan  F.  Shugart.  "I 
don't  woiTy  about  conflicts." 

Synopsys,  which  does  30%  of  its  busi- 
ness with  Wilson  Sonsini  clients,  says 
that  if  it  didn't  overlook  potential  con- 
flicts, business  would  suffer.  "If  eveiy- 
body  took  a  black-letter  view  of  the  law 
with  respect  to  conflicts,  nothing  would 
ever  get  done,"  says  Synopsys'  Lippe. 
SUPPORT.  Loyalty  and  trust  runs  so 
deep  that  companies  abdicate  control 
over  routine  matters  to  the  firm.  Re- 
cently, Wilson  Sonsini  intei-viewed  candi- 
dates for  general  counsel  of  client  Con- 
ner Peripherals  Inc. — in  essence  helping 
to  pick  the  person  who  will  eventually 
supei-vise  its  legal  work.  And  when  Bro- 
derbund  Software  Inc.  planned  a  merg- 
er with  Sien-a  On-Line  Inc.,  the  compa- 
nies jointly  hired  Sonsini,  rather  than 
investment  bankers,  to  value  the  deal. 

Even  those  who  question  the  wisdom 
of  such  practices  as  lawyers  sitting  on 
clients'  boai'ds  seem  to  di'op  then*  objec- 
tions when  it  comes  to  Wilson  Sonsini. 
"If  there's  an  exception  to  the  nile,  I'd 
say  it's  Larry  [Sonsini],"  says  Sanford  R. 
Robertson,  chairman  of  investment  bank 
Robertson,  Stephens  &  Co. 

As  long  as  clients  offer  such  unwaver- 
ing support,  Wilson  Sonsini  has  little 
incentive  to  back  away  from  its  chummy 
philosophy.  Change  will  only  come  as 
companies  grow  and  rely  more  heavily 
on  global  connections,  or  in  the  event  of 
more  lawsuits  and  financial  penalties. 
Until  then,  Wilson  Sonsini  plans  to  stay 
in  lockstep  with  its  clientele.  "I  always 
want  to  be  where  my  client  is  going," 
says  Sonsini.  And  for  the  moment,  that's 
full  speed  ahead  into  the  next  century. 

By  Luida  Himelstein  in  Palo  Alto, 
Calif.,  with  Russell  Mitchell  ami  Robed 
D.  Hof  in  ^-  m  Francisco 


BREAKFAST  CEREALS 


HAS  GENERAL  MILLS 
HAD  ITS  WHEATIES? 

The  luckless  cereal  maker  insists  it's  crackling  again 


All  he  wanted  to  do  was  slay  the 
dreaded  Bogos.  A  year  ago,  Ste- 
phen W.  Sanger,  the  No.  2  execu- 
tive at  General  Mills  Inc.,  tried  to  put 
an  end  to  a  breakfast-cereal  marketing 
war.  Sanger  cut  back  on  high-cost  cou- 
pons and  grocery-store  promotions — es- 
pecially the  buy-one-get-one-free  deals, 
known  as  Bogos,  that  rvm  up  sales  vol- 
ume at  the  expense  of  profits.  At  the 
same  time,  he  lowered  prices  on  many 
big  brands  so  consumers  and  retailers 
would  still  find  them  competitive.  Sang- 
er confidently  predicted  that  earnings 
would  rise  while  volume  and  market 
share  would  hold  steady. 

A  year  later.  Mills  has  learned  that  if 
getting  caught  in  a  price  war  can  be 
dangerous,  trying  to  end  one  can  be 
even  worse.  Its  market  share,  volume, 
and  profits  have  all  declined.  Tliat's  part- 
ly the  result  of  bad  luck:  A  crisis  involv- 
ing cereal  contaminated  by  a  contractor 
undermined  the  new  marketing  plan  in 
its  cmcial  eai'ly  stages  last  summer  But 
General  Mills'  woes  are  also  self-iniUcted. 
Its  vaunted  product-development  pro- 
gi"am  ran  agi'ound  with  a  string  of  em- 
barrassing flops.  And  one  competitor 
pointed  on  its  own  promotions  just  as 
Mills  was  shutting  the  spigot.  Now,  the 
Minneapolis-based  maker  of  Cheerios 
and    Wheaties  is 


closing  in  on  a  sec- 
ond straight  year  of 
disappointing  re- 
sults. So  is  Sanger 
retreating?  "Hell, 
no,"  he  declares. 
"We  took  the  medi- 
cine to  get  this  cat- 
egory back  on  the 
right  track.  The  last 
thing  we  want  is  a 
relapse." 

Instead,  he  in- 
sists, watch  for  a 
rebound.  On  May 
28,  the  end  of  the 
fiscal  year,  the  49- 
year-old  Cincinnati 
native  who  got  his 
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early  training  at  Procter  &  Gamble 
will  take  over  as  chief  executive, 
placing  H.  Brewster  Atwater  Jr.,  wh 
retiring  at  age  64.  At  the  same  ti 
General  Mills  will  spin  off  its  $3.5  bil 
Red  Lobster  and  Olive  Garden  resi 
rant  subsidiary,  allowing  Sanger  to  ft 
on  its  $5.5  bilUon  grocery  business.  ' 
"born  again"  packaged-food  comp 
will  enter  fiscal  1996  with  its  markei 
strategy  finally  clicking  and  product 
velopment  back  on  track,  says  Sani 
who  has  managed  most  of  the  bigj 
brands  in  his  21  years  with  Mills, 
cent  overhauls  of  manufacturing 
distribution  will  lower  costs  and  incn 
productivity.  And  with  most  of  its  ci 
tal  spending  behind  it,  the  company 
generate  some  $300  million  annually 
stock  buybacks,  dividend  payouts 
reduction,  and  acquisitions. 

If  Sanger  fails  to  deliver,  Gent 
Mills  stands  to  lose  more  than  a 
pennies  off  its  earnings  per  sh£ 
There's  buzz  in  the  industry  thai 
could  become  a  takeover  target, 
cash-rich  com.pany  has  attractive  bra 
besides  cereal,  including  Betty  Croci 
Hamburger  Helper,  and  Yoplait  yogi 
The  spin-off  of  its  erratic,  capital-int 
sive  restaurant  business  makes  M 
easier  to  digest.  And  it's  abeady  Yin. 

with  a  logical  par 
thi'ough  an  overs 
partnership  w 
Nestle,  which 
once  rumored  to 
stalking  Qua 
Oats.  "Either  it  p 
up  strong  earni] 
numbers,  or  it  si 
out,"  one  Indus 
expert  predi 
Sanger  says  he's 
womed,  because 
expects  "good  ea 
ings,  good  grov 
prospects,  and 
high  multiple." 

With  invest 
betting  that  a  m' 
focused  managem 
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I  concentrate  on  the  food 
iness,  the  stock  has  recov- 
d  lost  ground,  closing  at  60% 
Apr.  25,  up  from  50  in  late 
f.  In  the  first  three  quarters 
fiscal  1995,  sales  and  earn- 
3  from  continuing  food  oper- 
ms  dipped  slightly.  In  1994, 
leral  Mills  earned  $470  mil- 
on  sales  of  $8.5  billion.  Ana- 
ts  aren't  looking  for  more 
!  year  but  expect  a  jump  in 
6. 

rhat  depends  on  whether  the 
ce  holds.  Last  year.  General 
Is  and  Kellogg  Co.  were  both 
)loying  the  costly  Bogo 
aUng  business  from  their 
aller  rivals.  But  when 
ny  companies  offer 
f-price  deals,  no  one 
kes  up  in  volume 
at   they   lose  in 
ze.  So  in  April,  six 
nths  after  he  be- 
ne president,  Sang- 
eut  back.  Kellogg  mod- 
ted,  too.  Wall  Street  analysts 
)lauded,  taking  it  as  a  sign 
.t  cereal  makers  would  build 
)fits  instead  of  fighting  for 
ire  at  all  costs. 
3GED  OUT.  Not  so  fast.  Like 
unilateral  cease-fires,  Sanger's 
ice  declaration  carried  a  big  risk 
t  not  everyone  would  follow  along.  ^ 
aft  Foods'  Post  Div.,  maker  of  \ 
redded  Wheat  and  Grape  Nuts,  had  ^ 
;en  a  pounding  as  Mills  and  Kellogg 
)ded  the  market  vdth  Bogos.  When 
!  two  leaders  halted  the  costly  promo- 
ns,  Post  saw  a  chance  to  regain  lost 
)und.  It  unleashed  its  own  promo- 
is  last  fall,  recovering  its  lost  market- 
u-e — and  then  some  (chart). 
Most  of  Post's  gains  came  from  Gen- 
ii Mills — which  was  coincidentally 
ppled  by  a  bizarre  incident  involving 
g  spray.  Last  spring,  a  contractor 
ed  to  fumigate  the  company's  oats 
Dstituted  a  cheaper  pesticide  not  ap- 
)ved  for  use  on  food.  By  the  time 
neral  Mills  uncovered  the  problem, 
had  to  halt  shipments  to  retailers, 
•ap  50  million  boxes  of  cereal,  and 
1  16  million  bushels  of  oats  as  ani- 
il  feed.  For  nearly  two  months,  Cheer- 
and  its  other  oat-based  brands  were 
short  supply — ^just  as  promotions 
ised.  Although  General  Mills  had  cut 
ices  on  many  of  its  major  brands  by 
average  of  11%,  retailers  were  loath 
pass  along  the  savings  in  the  midst  of 
shortage.  So  General  Mills'  prices 
lyed  the  same  while  promotions  disap- 
ared,  making  the  brands  more  expen- 
se than  rivals.  The  disruption  made 
impossible  to  evaluate  the  new  mar- 
ting  strategy  for  nearly  six  months. 


The  buzz: 
If  Sanger  doesn't 
solidify  soggy  earnings, 
General  Mills  may  soon 
be  a  takeover  target 


On  top  of  those  woes  came  a  new- 
product  drought,  which  is  particulai'ly 
damaging  in  a  business  where  30%  of 
sales  typically  comes  from  products  less 
than  five  years  old.  For  years.  General 
Mills  had  led  its  peers,  expanding  its 
Cheerios  franchise  with  the  likes  of 
Honey  Nut,  Apple  Cinnamon,  and  Multi- 
Grain  Cheerios.  In  fiscal  1994,  the  com- 
pany thought  it  had  an  innovative  hit  in 
Fingos,  a  premium-priced  cereal  de- 
signed to  be  eaten  dry,  straight  from 
the  box.  But  consumers  stayed  away. 
Other  new  General  Mills  brands  also 
failed  to  measui'e  up. 

Sanger  wants  to  turn  that  aroimd.  In 
December,  he  named  Jef&'ey  J.  Rotsch, 


who  had  a  string  of  new-prod- 
uct successes  at  the  company's 
Betty  Crocker  unit,  to  head  the 
cereal  division — a  job  Sanger 
once  held.  Spending  on  TV  ad- 
vertising, already  beefed  up  in 
the  second  half  of  fiscal  1994, 
vrill  continue  at  higher  levels  as 
Sanger  uses  some  of  his  sav- 
ings from  reduced  promotions 
to  build  brands  and  support 
product  introductions. 
DISTRACTED.  Watch  for  big  sav- 
ings in  manufacturing  and  dis- 
tribution as  well.  Buried  in  the 
news  of  its  restaurant  spin-off 
last  month  was  $83  milhon  in 
charges  for  shutting  down  ob- 
solete production  lines.  That 
move  will  contribute  $20  mil- 
hon to  annual  profits,  and  may- 
be more.  "Everybody  is  dra- 
matically underestimating  the 
impact  of  the  cost  reductions," 
says  analyst  Michael  J.  Mau- 
boussin  of  cs  First  Boston. 
General  Mills  also  expanded  a 
management  program  that  in- 
creased productivity  some  20% 
at  plants  where  it  was  tried  by 
allowing  worker  teams  to  set 
theii'  own  production  schedules, 
hire  new  employees,  and  super- 
vise plant  operations.  Paring- 
promotions  should  yield  effi- 
ciencies, too:  Seasonal  discounts 
^fgjj^^  encourage  retailers  to 
stock  up,  creating  steep 
peaks  and  valleys  in  production. 
While  not  every  retailer  likes  the 
promotion  cutbacks,  they  generally  ap- 
plaud the  restaui'ant  spin-off.  General 
Mills  executives  have  been  too  distract- 
ed, says  Thomas  S.  Haggai,  CEO  of  iga 
Inc.,  a  chain  of  2,500  independent  gro- 
cers: "That  weakened  oui"  relationship 
with  them  in  the  cereal  business." 

The  mai-keting  battles  have  subsided 
over  the  past  five  months,  and  none  of 
the  major  players  was  running  the  fell 
Bogos  as  of  late  April.  Analysts  doubt 
any  of  the  players  will  risk  theii-  bottom 
lines  with  another  round  of  costly  give- 
aways in  the  near  future.  Even  at 
Kraft,  CEO  Robert  S.  Morrison  says, 
"Our  interest  is  in  building  long-term 
equity  of  oui*  brands,  not  in  seeing  who 
can  win  a  giveaway  contest."  But  it 
only  takes  one  competitive  move  to 
break  the  truce.  "That's  the  catch-22," 
says  William  Van  Amum,  analyst  at  the 
Regents  of  the  University  of  Cahfor- 
nia,  the  company's  No.  2  stockholder  as 
of  yearend  1994.  Sanger  has  already 
taken  some  hits  in  ending  the  Bogos 
war.  Now  he  needs  to  show  some  re- 
sults before  an  acquirer  eats  General 
Mills  for  breakfast. 

By  Greg  Bums  in  Chicago 
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news? 


Unilpad  Helps  Acer  Deliver  Fresh  Technology 


Acer  keeps  popping  up  in  the  news.  We're  the 
computer  giant  with  record  1994  revenues  of  $5.2  billion  and  climbing.  And  because  we've  been 
steadily  meeting  and  surpassing  projections  for  years  now,  we're  suddenly  a  hot  topic  of  discussion 
around  the  world.  The  big  news  is  that  every  day,  we  deliver  the  newest,  freshest  PC  technology'  to 
our  customcis  around  the  world. 

Today's  PC  market  is  so  fast-paced  that  users  are  sometimes  buying  yesterday's  technology 
today.  That's  old  news.  Acer's  novel  approach  is  a  process  called  Uniload,  which  enables  us  to 
build  fresh  PCs  daily  at  50  manufacturing  sites  worldwide;  close  to  market  and  close  to  you. 


Acet  and  the  Acer  logo  are  registered  trademarks  of  Acer  Inc  All  other  brands  or  product  names  are  trademarks  or  registered  trademarks  ol  then  respective  companies 
&1995  Acer  Inc  All  rights  reserved  Registered  under  the  laws  ol  the  United  States  of  America 


lis  revolutionary  and  liighly  original  global  approach  to  operations  and  management  is  one  of 
:er's  keys  to  success. 

While  some  PC  companies  routinely  carr}'  inventor}'  levels  of  well  over  100  days,  Acer  inventory 
'erages  less  than  half  the  industry  standard  level.  So  when  you  buy  Acer,  you're  getting  the  freshest 
chnology,  not  product  that's  been  sitting  in  a  warehouse  for  months. 

Uniload  is  another  example  of  how  Acer  technology  improves  your  quality  of  life.  To  our 
'mpetitors,  it's  another  challenge  to  keep  up  with  the  company  that's  setting  a  course  to  the 
p  of  the  PC  ranks. 

AceR  i4 

Fresh  Ideas.  New  Ways  of  Thinking. 


order  an  Acer  system  orjbr  a  recailer  ncaryou.  call  1-800-391-ACER.  Acer  Xpress  FaxBack  System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 


VENTER,  UNFAZED 
BY  CRITICS,  SAYS: 
"i  HAD  A  RADICAL 
IDEA,  IT  WORKED, 
AND  i  WAS  AN 
OUTSIDER" 


Freud  was  wong:  The  gene, 
anatomy,  is  the  closest  bioloi|iE 
comes  to  destiny.  The  60,000 
80,000  genes  in  each  of  oui'  ce 
are  the  blueprint — the  operati: 
system,  if  you  will — of  humanr 
Inscribed  in  their'  double  helix 
of  DNA  are  tales  of  life  and  deal 
sickness  and  health.  By  instructing  cells  to  make  proteii 
they  detennine  whether  om-  eyes  ai'e  blue  or  brown,  whet 
er  or  not  we  can  dimk  a  basketball,  and  whether-  we  shot 
wori-y  about  develoi)ing  heart  disease  or  breast  cancer. 

What's  tiUTiing  phannaceutical  executives  into  gene  afic: 
iiados  is  the  prospect  of  vast  coinmercial  ti'easui'e  in  tho 
spii-aling  sti'ands.  A  single  gene,  if  it  makes  a  protein  th 
works  as  a  dmg,  such  as  Amgen  Inc.'s  anemia-fighting  Ep 
gen,  could  mean  a  product  worth  more  than  half  a  billion  d( 
lars  a  yeai'.  And  that's  just  the  beginning.  Tests  to  spot  tl 
faulty  pieces  of  DXA  that  cause  such  diseases  as  cystic  fibros 
or  colon  cancer — a  market  worth  $876  million  a  yeai' — shou 
balloon  into  a  multibillion-dollai-  business  early  next  centui 
Greater  l-cnowledge  of  human  genes  {promises  "smarter"  dm\ 
and  the  ability  to  nip  disortler-s  in  the  bud.  Genes  "ar-e  the  ra 
material  for  the  next  wave  of  ther'apeutic  discoveries,"  sa; 
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Cover  Story 


Two  scientists 
are  changing 
how  DNA  is 
mined-and 
drugs  are 
discovered 


•ELTINE'S  EMPHASIS 
COMMERCIALLY 
BLE  GENES  IS 
iSHING  WITH 
ITER'S  DESIRE  TO 
(SUE  BASIC  SCIENCE 


LawTence  Livemiore  National  Lab- 
oratory's Gi'egoiy  G.  Lennon. 

Five  years  ago,  science's  dka 
sleuths — most  of  them  academic  re- 
searchers— had  nabbed  less  than 
5%  of  all  genes.  And  it  appeared 
i  reading  the  I'est  would  take  many  yeai-s.  One  man  changed 
that:  J.  Craig  Venter,  an  ex-suif  bum  and  obscure  National 
titutes  of  Health  scientist,  perfected  a  method  to  rai^idly  find 
1  sequence  genes. 

/entei'  still  seeks  i-espect  in  the  snobbish  world  of  science. 
;  his  innovations  ai'e  transfomiing  the  phaiTnaceutical  indus- 

Even  skeptics  such  as  Dennis  Henner   

Genentech  Inc.  admit  Venter's  work 
'making  companies  reevaluate  all  their 
hnology  and  dmg  discoveiy  methods." 
e  impact  of  this  genetic  information 

going  to  be  enoi-mous,"  adds  Upjohn 
.  Distinguished  Scientist  -Jeriy  Sligh- 
a.  "It  may  be  the  mainstay  of  drug 
npanies  in  the  future."  It  is  also  turn- 
:  Venter  and  fellow  scientist  William 
Haseltine  into  potential  Gene  Kings. 
The  two  men  have  formed  one  of  the 


WTiy  is  Merck  making 
its  gene-sequencing 
data  public?  It  may  be 
an  effort  to  undermine 
the  Gene  Kings 


oddest  alliances  in  biotech:  Venter,  48,  heads  the  nonprofit  The 
In.stitute  for  Genomic  Research  (tigr)  in  Gaithersburg,  Md. 
Haseltine,  50,  is  ceo  of  Human  Genome  Sciences  Inc.  (hgs)  in 
neai'by  Rockville,  Md.,  which  has  lights  to  commei'cialize  tigr's 
findings.  Together,  they  have  deciphered  dxa  sequences  repre- 
senting parts  of  a  staggering  85%  to  90%  of  all  human  genes. 
The  functions  of  more  than  half  of  these  I'emain  unknown. 
Still,  they  say,  their  databases  contain  leads  for  scores  of  new 
drugs.  To  Haseltine,  their  discoveries  rival  that  of  Balboa, 
who  crested  a  mountain  range  in  Panama  to  see — and  claim  for 
Spain — a  whole  new  world.  "This  isn't  hke  oil — there's  not 
more  than  one  gene  pool,"  Haseltine  exults.  "All  people  who 
come  later  can  do  is  repeat  what  we've  done." 

Critics  see  that  as  classic  hype  from  Haseltine,  who  is 
known  as  much  for  his  hubris  as  for  Ms  scientific  biilliance.  But 
giant  dmgmakers  and  staitups  aUke  have  anted  up  milUons  of 
dollai's  in  a  frenzied  race  to  accjuire  and  mine  this  genetic 
treasui'e  trove.  SmithKline  Beecham  was  the  first  believer.  It 
committed  $125  million  to  hgs  in  May,  1993,  for  a  7%  equity 
stake  and  first  dibs  on  promising  genes.  Now,  everyone  wants 
to  be  Idng.  Hoffrnann-La  Roche  Inc.  has  mvested  $70  million  in 
Millennium,  a  Cambridge  (Mass.)  startup.  Upjohn  and  Pfizer 
Inc.  have  paid  millions  to  look  into  the  data  banks  of  HGs's  main 
rival,  InCyte  Pharmaceuticals  in  Palo  Alto,  Calif.  And  last 
September,  Merck  &  Co.  fiuided  a  major  gene-sequencing  oper- 
ation at  Washington  University. 

THE  REAL  GENETIC  JACKPOT.  Experts  see  Merck's  apjiroach  as 
a  dii-ect  attempt  to  undermine  the  Gene  Kings.  The  dnig  Goli- 
ath will  make  all  the  gene-sequencing  data  public.  To  some,  it's 
the  biotech  equivalent  of  a  computer  company  giving  away  its 
new  operating  system — and  making  money  on  the  applica- 
tions. Merck  executives  figiu-e  that  if  eveiyone  has  the  same  in- 
foiTnation,  the  company's  vaimted  reseai'ch  and  development  de- 
partment can  win  most  of  the  I'aces  to  market.  "Making  dings 
fi'om  genes  is  like  going  from  a  dictionaiy 
to  the  works  of  Shakespeare,"  explains 
Merck's  Alan  R.  Williamson,  vice-presi- 
dent for  research  strategy  worldwide. 

The  gTeat  debate,  however,  goes  be- 
yond HGS  vs.  Merck,  or  propiietaiy  vs. 
"open"  gene  strategies.  The  real  genetic 
jackpot  may  have  nothing  to  do  with  the 
sheer  number  of  genes  identified  and  cat- 
aloged. That's  why,  rather  than  blindly 
sequencing  tens  of  thousands  of  unknown 
pieces  of  dna,  outfits  such  as  Millennium 
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and  Sequana  TherajDeutics  are  hunting  for  genes  that  cause  dis- 
eases such  as  diabetes  and  obesity. 

Even  this  more  targeted  approach,  critics  say,  doesn't  guar- 
antee success.  After  all,  the  world  is  awash  in  dna  data,  but 

brilliant  new  therapies 
are  rare.  "Identifying 
genes  is  only  the  be- 
ginning of  a  long,  pain- 
ful, and  expensive  process  of  ding  development,"  explains  Mi- 
chael Steinmetz,  vice-president  for  clinical  R&D  at 
Hoffrnan-LaRoche.  In  the  end,  says  skeptic  Stephen  G.  Pagliu- 
ca,  managing  director  of  Bain  Capital  Inc.,  a  Boston  consulting 
firm:  "Investing  in  genomics  is  like  going  to  Las  Vegas." 

Venter  and  Haseltine  are  unfazed.   

They've  deployed  poweiful  supercomput- 
ers to  pin  down  functions  of  thousands  of 
unknown  genes  and,  with  SmithKline, 
pull  out  those  that  could  lead  to  prod- 
ucts. HGS  is  also  madly  filing  patents  on 
eveiything  from  gene  fragments  that  help 
diagnose  cancer  to  proteins  with  possible 
therapeutic  benefits.  Even  where  hgs  and 
SmithKline  opt  not  to  develop  a  product, 
the  patents  may  allow  them  to  reap  roy- 
alties on  others'  drugs  (page  76). 
A  GOLDEN  RECORD.  This  aggressive  pat- 
ent stance  has  incensed  rivals.  "They 
want  to  be  the  gatekeeper  of  the  ge- 
nome," fumes  one  phamiaceutical  execu- 
tive. "They  think  they  have  eveiyone  else 
over  a  bairel."  It  may  also  have  incited  Merck's  i-adical  actions. 
But  Venter  belittles  the  threat  from  the  phamiaceutical  giant. 
"They're  just  validating  my  approach,"  he  says,  "except  they're 
a  couple  of  yeare  late."  Even  when  the  Merck  project  ends  in 
1996,  says  hgs's  diug-development  chief,  Michael  J.  Antonaccio, 
HQS  and  TIGR  will  still  have  a  fai'  thicker  "dictionaiy"  of  genes. 
Merck  "may  use  its  dictionary  to  come  up  with  some  veiy  good 
poetiy,"  he  says,  "but  our  potential  is  so  much  gi'eater" 

If  HGS  lives  up  to  that  potential,  much  of  the  credit  will  go  to 
Venter  A  champion  backstroker  in  high  school,  "I  was  anti-in- 
tellectual to  an  extreme,"  he  recalls.  He  shunned  college  to  suif 


"They  want  to  be  the 
gatekeeper  of  the 
genome,"  fumes  one 

pharmaceutical 
executive.  "They  think 
they  have  everyone 
else  over  a  barrel" 


at  Newport  Beach,  while  working  as  a  night  clerk  at  Se 
Roebuck  &  Co.  As  the  Vietnam  War  draft  loomed,  Ve 
enlisted  in  the  Navy — with  the  underetanding  that  he  wouli  d 
on  the  swim  team 

When  Venter  was  in  boot  camp,  President  Johnson  esc 
ed  the  war  and  shut  down  military  sports  teams.  Fortuna 
Venter  recounts,  he  scored  highest  out  of  30,000  on  his  miti^ 
intelligence  test  and  got  his  choice  of  training.  He  picked 
pital  coipsman  because  it  wouldn't  extend  his  thi'ee-year  er 
ment.  That  left  him  patching  up  wounds  in  a  Navy  hospits 
Da  Nang  and  in  a  Vietnamese  village.  "It  was  a  lifetime  of 
ucation  packed  into  one  year,"  he  says. 

When  he  left  the  Navy,  a  now  academically  diiven  Ve: 
raced  through  his  undergi-aduate  dej 
and  his  PhD  in  biochemistry  in  six  y€ 
He  quickly  snai-ed  a  faculty  positioi 
the  Univei-sity  of  California  at  San  D 
and,  in  1984,  was  recinited  by  the  Ni 
If  Venter's  backgi'ound  seems  unu 
for  a  scientist,  Haseltine  is  pure  p 
gree.  A  Navy  physicist's  son,  he  grew 
steeped  in  science.  His  life  has  bee 
golden  record  of  accomplishment:  I 
honors  at  the  University  of  Califomi 
Berkeley,  training  with  Nobel  laui-e 
James  D.  Watson  and  Walter  Gilber 
prestigious  post  at  Harvard  Univer! 
and  discoveiy  of  several  Hiv  genes. 
With  that,  Haseltine  leaped  into 

  limelight.  A  leading  spokesman  on  A 

he  lobbied  Congi'ess  for  more  funding,  waraing  the  dis( 
would  spread  to  heterosexuals.  Critics  called  him  a  publi 
hound.  "I  believe  it's  yoiu*  responsibility  to  speak  out  if  you 
a  major  health  problem,  even  if  that  poses  a  risk  to  your 
career,"  he  replies.  He  also  rathlessly  exposed  flaws  in  oth 
work  while  extolling  his  own.  "His  pereonality  is  a  real  liabil 
says  ftiend  and  Hai^vard  colleague  Max  Essex.  Were  his  n 
ner  more  diplomatic,  Essex  adds,  "he  could  be  ruling 
world."  Haseltine  shings  off  the  criticism.  "Some  people  in 
pret  enthusiasm  as  airogance,"  he  retorts. 


But  Haseltine  also  earned  respect  for  his  research  and 


The  Tales  of 
the  Genes 


CELL 


IEach  human  cell  contains  some 
60,000  to  80,000  genes,  which 
are  made  ot  DNA.  But  only  3%  of  all 
DNA  is  actually  genes.  The  rest  is  reg- 
ulatory elements  and  "junk."  So  read- 
ing the  code  of  each  DNA  strand,  or 
"sequencing"  it,  is  difficult. 


O  Craig  Venter  takes  a  shortcut.  Cells 
iJ  know  which  parts  of  DNA  are 
genes.  They  copy  the  genes  into  mes- 
senger-RNA  (mRNA).  So  Venter  grabs 
the  mRNA  and  makes  a  DNA  copy 
(cDNA),  thus  snaring  only  genes,  not 
the  junk. 


3 Venter  then  takes  thousands  of 
such  cDNA  pieces,  and  uses 
automated  machines  to  read  parts 
of  their  genetic  code.  He  and  HGS 
now  have  sequenced  parts  of 
an  estimated  85%  to  90%  of  all 
human  genes. 
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•ity  to  nurture  talent  in  others.  "He  was  a  powerful  mentor," 
s  former  student  Alan  D' Andrea,  an  associate  professor  at 
-\'ard  Medical  School.  "I  was  always  glad  I  was  on  the 
18  side  of  the  table." 

Vhile  Ha;seltine  thiived  in  high-profile  science,  it  was  Venter 
)  took  an  obscure  idea  and  transfonned  it  into  a  critical 
akthrough.  In  1986,  he  spotted  a  paper  by  geneticist  Leroy 
Hood  that  suggested  a  method  for  doing  DNA-sequencing 
[i  robots  instead  of  manually.  Having  spent  months  doing  it 
old-fashioned,  tedious  way,  "I  was  one  of  the  few  people 
)  got  excited,"  Venter  recalls.  He  scrounged  $110,000  in 
iing  to  get  one  of  the  fii"st  sequencing  machines  from  Ap- 
d  Biosystems  Inc.,  developed  from  Hood's  ideas.  And  Ven- 
was  the  first  scientist  to  get  it  to  work,  he  says. 
;AST  AS  A  VILLAIN.  It  was  a  time  of  gi-owing  excitement  and 
troversy  in  biology  as  scientists  were  proposing  the  mam- 
;h  15-year,  $3  bilhon  Human  Genome  Project.  The  idea  was 
(irst  map  eveiy  part  of  the  23  pairs  of  human  ckromo- 
les,  using  known  genes  and  other  types  of  mai'ker-s  to  place 
iposts  along  the  chromosomes.  Next,  scientists  planned  to  se- 
nce  aU  of  the  dna  in  between  the  signposts.  Ventei"'s  idea — 
ig  the  new  machine  to  plunge  into  the  second  part  of  the 
ome  project  by  reading  big  chunks  of  the  X  chromosome — 
1  support  from  Watson,  the  co-discoverer  of  the  structure  of 
i,  who  was  heading  the  nih's  genome  project.  But  review 
imittees  repeatedly  denied  it  funding  because  the  technolo- 
was  deemed  too  new. 

lien  Venter  had  a  better  idea.  Although  each  human  cell 
bors  some  3  bUlion  individual  molecules  of  dna,  stiimg  to- 
her  like  rungs  of  an  immense  ladder,  only  3%  of  them  are 
ad  in  actual  genes.  These  instinct  cells  to  make  specific 
teins,  which  in  turn,  control  how  the  body  develops  and 
ctions.  The  rest  of  the  genome  is  so-caUed  junk  dna,  with 
jely  unknown  functions. 

f  he  just  read  the  code  spelled  out  by  every  piece  of  dna, 

iter  figured,  the  presence  of  all  that  junk  would  make  it 

rly  impossible  to  find — or  understand — the 

les  themselves.  But,  as  he  says,  "cells  are 

uter  than  scientists."  In  order  to  create  neces- 

y  proteins,  cells  ignore  the  junk  and  copy  the 

i  of  important  genes  into  a  related  molecule, 


This 
treasure 
trove  of 
genes  may 
hold  a 
cornucopia 
of  potential 
products: 


New  gene  sequences  go  into  a 
giant  database,  where  tiney  can  be 
npared  with  the  known  genes  of 
;rything  from  humans  to  rats  and 
it  flies.  The  method  also  reveals 
icial  information  about  when  and 
ere  a  particular  gene  is  active. 


messenger-RNA  (mRNA),  which  tell  the  cells'  protein  what  to 
make.  "My  insight — or  my  perception  of  the  obvious — was 
recognizing  that  biology  works  pretty  damn  well,"  he  says. 

To  pinpoint  the  genes.  Venter  planned  to  scoop  up  the  easi- 
ly spotted  but  fragile  mRNA,  then  make  sturdier  dna  copies — 
cDNA — to  feed  into  his  sequencing  machines.  To  speed  things 
even  more,  he  read  just  part  of  the  dna,  since  each  interesting 
fragment  could  later  be  used  to  fish  out  the  whole  gene.  The 
approach  cut  the  cost  of  sequencing  an  unknown  gene  fcom  an 
estimated  $50,000  using  older  methods  to  roughly  $20. 

It  wasn't  a  new  idea,  and  the  gene-himting  elite  didn't  buy  it. 
They  argued  that  nature  was  essentially  uncooperative:  Only  a 
tiny  fraction  of  the  genes  in  a  given  group  of  cells  are  turned 
on.  For  example,  muscle  cells  might  be  making  only  a  couple  of 
key  muscle  proteins,  leaving  everything  else  switched  off. 
They  figured  the  method  would  snare  mRNA  from  8%  of  the 
genes,  at  most — many  of  them  uninteresting. 

They  were  wrong.  "Venter  lucked  out,"  says  University  of 
Wisconsin  gene-sequencer  Frederick  R.  Blattner.  "Nature  was 
not  throwing  us  the  terrible  cuiveball  that  people  feared."  Oth- 
er scientists  were  spending  yeai's  to  collai'  one  gene;  Venter 
was  able  to  sequence  bits  of  100  human  br-ain  genes  in  months. 

Then,  all  hell  broke  loose.  Figuiing  the  sequences  had  value 
that  should  be  protected,  the  nih  filed  patent  applications  on 
315  gene  fi"agments  in  June,  1991.  It  later  withdrew  all  the  ap- 
plications, but  not  before  Venter  had  been  recast  as  a  scientif- 
ic villain.  Pail  of  the  flood  of  criticism  was  aimed  at  the  idea  of 
patenting  gene  fragments,  but  much  was  a  dii'ect  assault  on 
Venter  and  his  method.  Watson  charged  at  a  July,  1991,  Senate 


DIAGNOSTICS 

Probes  for  spotting  everything  from 
pathogenic  bacteria  to  the  various 
stages  of  cancer.  Left:  A  probe 
spots  genes  turned  on  only  in  a 
tumor. 


THERAPEUTIC  PROTEINS 

Newly  discovered  genes  code  for 
proteins  that  could  act  as  drugs, 
boosting  the  immune  system, 
say,  or  dulling  the  appetite. 
Left:  Protein  binds  to  cells  in  the 
brain's  appetite  center,  turning  off 
hunger. 


SMARTER  DRUGS 

any  genes  code  for  receptors  on 
cells.  Finding  drugs  that  bind  to 
these  receptors  offers  potential 
therapies  for  everything  from  heart 
disease  to  Alzheimer's.  Left:  Drug 
attaches  to  a  receptor,  turning  a 
pathway  on  or  off. 


GENE  THERAPY 

Newly  discovered  genes  could  be 
put  into  cells  to  help  fight  cancer, 
brain  disorders,  or  other  diseases. 
Regulatory  DNA  segments  ensure 
that  genes  work  properly.  Left: 
Cystic  fibrosis  genes  go  into  lung 
and  pancreas  cells. 
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While  scientists  sneered  at  his  method,  business  took 
notice:  By  May,  1992,  Venter  had  two  $70  million  offers 
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Mapping  the  Genome  Companies 

Pharmaceutical  giants  and  biotech  startups  are  mining  the 
treasures  in  the  human  genome.  Some  key  players: 


hearing  that  Ventei^'s  operation  "could  be  run  by  monkeys." 
Other  luminaries  sniffed  that  Venter  hadn't  found  anything 
major,  such  as  the  Huntington's  disease  gene,  and  that  what  he 
was  doing  was  uninspired,  unsporting,  and  a  threat  to  the  ge- 
nome project.  "I  had  three  strikes  against  me,"  Venter  re- 
calls. "I  had  a  radical  idea,  it  worked,  and  I  was  an  outsider." 

Even  now  that  cdna  has  become  mainsti-eam,  many  scien- 
tists belittle  Venter's  contribution.  "He  gets  credit  for  inventing 

this  whole  technolo- 
gy— that's  blatant  non- 
sense," says  Hood.  "He 
has  never  invented 
anything.  The  only  thing  he  deserves  credit  for  is  scaling  up  the 
process."  Retorts  Venter:  "What  really  pisses  people  off  is 
once  they  see  it  works,  they  think:  'I  could  have  done  that.' " 
But  if  scientists  failed  to  applaud,  the  business  world  took  no- 
tice. At  a  time  when  only  a  few  human  genes  were  known, 
"Craig  offered  an  approach  that  might  enable  you  to  quickly 
discover  most  of  the  rest,"  says  ventui'e  capitalist  Wallace  H. 
Steinberg,  chairman  of  HealthCai'e  Investment  Coip.,  which 
founded  tior  and  hgs.  "It  was  not  an  opportunity  that  would 
ever  come  along  again." 

By  May,  1992,  Venter  had  two  $70  million  offers:  one  from 
Steinberg  and  one  from  Amgen.  Steinberg  was  ready  to  com- 
mit only  $20  million.  But  ■■■■^^■^^^^^^^^■hhhmh 
Venter  wanted  $70  million 
(later  upped  to  $85  milhon) 
for  a  nonprofit  outfit  that 
would  let  him  do  the  aca- 
demic work  he  hoped  would 
boost  his  standing  in  the  sci- 
entific community.  Given  the 
tremendous  value  of  the  ap- 
proach, Steinberg  says,  he 
had  no  choice  but  to  ante 
up.  At  the  same  time,  he 
founded  hgs  to  commercial- 
ize tigr's  gene  sequences 
and  began  looking  for  a  CEO 
to  run  it. 

Enter  Haseltine.  Even 
his  numerous  critics  readily 
admit  he  is  an  exceptional 
scientist.  "Bill  has  a  smell 
for  what's  important  in  mo- 
leculai"  biology,"  says  nih  vi- 
rologist Robert  C.  Gallo,  co- 
discoverer  of  HIV.  In  fact, 
ventui'e  capitalist  Steinberg 
had  launched  several  Bos- 
ton-area companies  based  on 
the  Harvard  virologist's 
ideas.  But  he  couldn't  induce 
Haseltine  to  leave  the  ivory 
tower  until  hgs  came  along. 
Haseltine  took  a  leave  from 
Harvai'd  to  move — with  his 
socialite  wife,  Giorgio  per- 
fume creator  Gale  Hay- 
man^ — to  Washington. 

Meanwhile,  Steinberg  be- 
gan approaching  drug  com- 
panies, tiying  to  sell  Ven- 


COMPANY 

STRATEGY 

HUMAN  GENOME 
SCIENCES 

Sequencing  almost  all  human  genes,  then  hopes  to 
develop  drugs  and  diagnostics,  mostly  with  partners. 

SMITHKLINE 
BEECHAM 

Invested  $125  million  in  HGS  to  use  its  sequences  to 
create  new  products. 

INCYTE 

PHARMACEUTICAL 

Sequencing  cDNA  from  many  different  tissues  to  find 
interesting  genes.  Is  selling  access  to  its  data. 

PFIZER 

Paid  InCyte  $25  million  for  access  to  database. 

UPJOHN 

Signed  $20  million  deal  with  InCyte  for  gene  data. 

BRISTOL-MYERS 
SQUIBB 

Invested  in  SEQ  and  Cadus  to  develop  new 
sequencing  technology  and  drug  screens. 

1  >LLENNIUM 

Searching  for  specific  genes  that  cause  obesity, 
diabetes,  asthma,  atherosclerosis,  and  cancer 

HOFFMANH- 
LAROCHt 

Signed  $70  million  deal  with  Millennium. 

MERCK 

Paid  Washington  University  to  sequence 
200,000  gene  fragments.  Makes  data  public. 

SEQUANA 
THERAPEUTICS 

Searches  family  histories  and  HMO  data  for  genes 
that  cause  hypertension,  asthma,  and  obesity. 

AMGEN 

Sequencing  genes  to  find  new  drug  targets. 

TAKEDA 

Uses  SmithKline  and  HGS  data  to  develop  drugs. 
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ter-'s  gene  data.  Rhone-Poulenc  Rorer  was  one  company  that 
clined.  "We  couldn't  handle  all  that  data,"  explains  one  insi 
SmithKline  r&d  chief  George  Poste,  on  the  other  hand,  rei 
nized  "a  technology  that  was  absolutely  fundamental  for  oui 
ture  competitiveness."  Despite  widespread  skepticism  in 
chTig  industiy,  he  pereuacled  his  bosses  to  sign  on.  "It  was  a 
gamble,"  says  Stanford  University  biochemist  Paul  Berg. 
ON-SWfTCHES.  The  colossal  question  now  is:  how  to  go  from 
hundreds  of  thousands  of  gene  fi'agments  with  unknown  fl 
tions  to  products.  As  always,  skeptics  abound.  The  dna  cod 
those  fragments  offers  "no  insights  into  anything,"  says  H( 
Some  scientists,  though,  see  tantalizing  clues  in  the 
quences  of  the  cdna  fragments.  They  have  learned  to  disc 
key  features  in  snippets  of  genetic  code.  For  example, 
pattern,  or  motif,  of  individual  dna  molecules  usually  result 
a  protein  attached  to  a  cell  membi-ane,  such  as  a  receptor 
outside  signals.  With  an  unknown  gene,  says  Berg,  "it's  poss 
to  make  a  good  guess  at  the  function  of  the  protein  it  encod 
The  guess  may  sometimes  be  wi'ong,  so  hgs  fuUy  sequei 
scores  of  its  genes,  testing  the  proteins  they  make. 

In  addition,  academic  reseai'chers  have  been  making  ei 
mous  strides  in  probing  the  dna  of  simple  critters  sucl 
yeast  and  nematodes,  whose  genes  usually  have  human  cc 
terparts.  When  the  machines  at  hgs  spit  out  a  new 
■■■■■■■■■■■■■■■■■■■■■■■■■■■■I  quence,   scientists  co 

theii-  databases  for  tell 
motifs  or  similarities 
known  genes.  SmithK 
scientists  have  used 
approach  to  discover  w 
Poste  describes  as  "a  to 
ly  novel  enzyme"  that 
solves  bone.  He  hope 
chemical  that  inhibits 
enzyme  may  offer  a  tr< 
ment  for  osteoporosis. 

The  strategy  works  in 
verse,  too.  In  Decern) 
1993,  Johns  Hopkins  Uni^ 
sity  oncologists  Bert  Voj 
stein  and  Kenneth  W.  K 
ler  were  racing  to  catch 
with  rivals  at  Hai'vard 
the  University  of  Verm 
in  a  hunt  for  the  gene  tJ 
when  flawed,  causes  inh€ 
ed  colon  cancer.  They 
pected  that  the  gene 
mally  fixes  errors  m; 
when  cells  copy  DNA  dm 
cell  division  and  had  in  hi 
such  a  gene  from  yeast 
in  what  many  see  as  a  vii 
cation  of  the  cdna  approj 
they  agreed  to  cede  pr 
uct  rights  in  return  for 
cess  to  HGs's  database, 
minutes,  they  found  the 
man  version.  "It's  the  a 
things  ai-e  going  to  be  di 
in  the  future,"  says  Kinz 
That's  especially  true 
the  pharmaceutical  ind 
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s  lifeblood:  drug  discoveiy.  In  the  past,  drugmakers  tested 
asands  of  chemicals  to  find  one  that  eased  pain  or  lowered 
)d  pressure.  More  recently,  they  have  begun  to  grasp  the 
ierlying  biology,  finding  enzymes  and  biochemical  path- 
os that  can  be  blocked  or  activated  by  drugs.  But  the 
y  typically  has  substitute  pathways,  so  drugs  often  don't 
:tion  as  well  as  expected.  With  a  database 
;dna  sequences,  "you  can  start  with  tin 
set  [of  genes  and  pathways]  and  choose  tin 
t  one,"  says  HGS  Senior  Vice-President  fcr 
)  Craig  A.  Rosen. 

DNA  could  help  solve  another  major  probleii.. 
earth  of  novel  drug  targets.  Experts  be- 
e  a  database  of  aJl  human  genes  must  be  la- 

with  clues  to  previously  unknown  biochem- 

pathways  that  could  be  manipulated  to 
it  or  prevent  disease.  The  trick  is  finding 
m.  One  clever  method  is  comparing  cells 
n  different  organs,  or  from  normal  vs.  diseased  tissue, 
en  scientists  at  SmithKline  studied  stroke  in  animals,  for  ex- 
)le,  they  found  more  than  20  genes  that  switched  on  at  the 
et  of  the  ilbness  and  more  than  30  that  switched  off.  Poste 
ects  the  key  to  treating  or  preventing  stroke  lies  hidden  in 
36  50-plus  genes. 

jimilarly,  scientists  at  hgs  and  tigr  have  found  that  a  whole 
/  batch  of  genes  turn  on  when  normal  prostate  cells  turn 
cerous.  hgs  and  SmithKline  are  now  using  the  genes  to 
ie  diagnostic  tests  for  spotting  signs  of  malignancy.  More- 
r,  some  of  the  genes  could  offer  new  strategies  for  halting 
cer  in  its  tracks.  The  finding,  says  Samuel  Broder,  recently 
arted  director  of  the  National  Cancer  Institute,  'Is  fabulous- 
nteresting." 

/enter  is  also  pushing  the  frontiers  of  basic  science.  In  late 
y,  he  will  announce  the  dna  code  for  the  first  two  mi- 
Des  ever  fuUy  sequenced,  offering  ci-ucial  insights  into  the  bi- 
ry  of  these  bacteria.  It  will  also  provide  a  better  under- 
iding  of  human  biology  and  disease,  since  nature  reused 
3t  bacterial  genes  in  complex  mammals,  including  humans. 
;  NIH  had  dechned  to  fund  this  effort,  claiming  his  cdna 
;hod  was  no  match  for  the  task.  But  once  again,  Venter  con- 
nded  popular  vdsdom.  "No  one  else  thought  it  could  be 
le,"  says  Nobel  lam-eate  and  moleculai-  geneticist  Hamilton 
Smith  of  Johns  Hopkins. 

;  PERILS  OF  PUBLISHING.  Few  now  doubt  that  the  cDNA  ap- 
ach  is  transfoi-ming  science.  But  who  will  reap  the  commer- 
benefits?  Haseltine  is  determined  to  stay  in  the  lead — even 
;  requires  a  change  in  strategy.  Originally,  hgs  planned  to 
f  primarily  on  dna  sequences  produced  by  Venter  at  tigr. 
L  by  1993,  Venter  was  turning  more  to  basic  science — and 
5  faced  growing  competition  fr-om  rivals  such  as  InCyte, 
ich  were  also  using  the  cDNA  approach  to  sequence  thou- 
ds  of  genes. 

50  Haseltine  changed  hgs's  course  to  downplay  tigr's  role, 
duplicated  Venter's  sequencing  and  computer  systems  on  a 
,nder  scale  and  began  churning  out  750,000  pieces  of  dna 
e  a  day,  while  racing  to  find  and  patent  the  most  important 
V  genes.  He  wants  hgs  to  develop  some  drugs  on  its  own, 
p  SmithKline  make  others,  and  license  the  rest. 
The  strategy  is  risky.  For  one  thing,  it  has  helped  create  a 
ism  between  the  two  Gene  Kings.  Ventei-'s  unusual  deal  with 
?  gave  him  the  right  to  publish  his  findings  quickly  In  return, 
5  got  commercial  rights  to  all  the  genes  he  discovered.  At  a 
t  to  his  academic  standing.  Venter  initially  bowed  to  pressure 
m  hgs  to  delay  publishing  and  to  focus  only  on  human 
les.  But  now,  he's  making  his  data  public,  with  major  papers 
(ling  out  soon.  The  result  is  conflict.  "Craig  feels  that  hgs  ba- 
%  repeated  what  he  did  and  stole  the  glory,"  says  one  com- 
ly  insider,  "hgs  sees  Craig's  desire  to  publish  as  undermin- 
;  their  commercial  position.  Now,  they're  handing  over 


The  Long  March  to  Unravel 
the  Mystery  of  Genes 


1953^p; 


lames  Watson  and 
Francis  Crick  discov- 
er DNA's  structure. 


1966 


-^  ^EERS  CRICK 
(RIGHT)  AND  WATSON, 
LATER  HEAD  OF  THE 
NIH'S  GENOME  EFFORT 


Scientists  finish 
cracking  the  genetic 
code,  shov;ing  that  groups  of 
three  molecules  in  the  strand 
of  DNA  provide  the  code  for 
particular  amino  acids,  the 
building  block  of  proteins. 

1  070  Herbert  Boyer  and 
J.  J  /  0  Stanley  Cohen  of 
Stanford  University  make  the 
first  clones  of  genes. 


1  Q  "7  C  Harvard  University  re 
1  a  /  0  searchers  isolate  and 
clone  the  first  mammalian  gene 
a  component  of  hemoglobin  in 
rabbits. 

1977  '^'''^^  human  gene 


cloned. 


1989 


Scientists  find  the 
cystic  fibrosis  gene, 
and  go  on  to  nab  genes  for  scores 
of  diseases. 


I?  1990 


The  Human  Genome  Project,  a 
15-year,  $3  billion  effort  to  map 
and  sequence  all  human  genes,  officially 
kicks  off. 


Craig  Venter  scales 
up  sequencing  of 
genes,  as  opposed  to  "junk" 
DNA,  which  makes  up  97%  of 
genetic  material. 

1  QQO  By  early  1992,  Venter 
LUJl.  has  sequenced  parts 
of  several  thousand  genes.  He 
leaves  the  National  Institutes  of  Health  to  set  up  The 
Institute  for  Genomic  Research  (TIGR). 


A  DIGITAL  VIEW  OF 
DNA-SEQUENCING 


Merck  announces  support  of  a  massive  se- 
quencing effort  at  Washmgton  University. 


199 

1QQ  r  TIGR  and  its  partners  have  sequenced  85% 
C/ J"  0  to  90%  of  all  human  genes.  Other  data- 
bases also  contain  sequences  for  thousands  of  genes 
from  bacteria  to  mice. 


Scientists  expect  all 
human  DNA  to  be  se- 
quenced along  with  the  ge- 
nomes of  a  number  of  plants 
and  animals. 

DATA:  BUSINESS  WEEK 


$8.5  million  a  year  and  not  getting  much  in  return." 

Internal  clashes,  however,  ai'e  the  least  of  Haseltine's  worries. 
HGS's  plan  puts  the  bold  startup  against  a  host  of  competitors, 
especially  Merck.  With  sequences  to  more  than  4,000  gene 
fi-agments  now  flowing  each  week  from  the  Merck-funded  oper- 
ation at  Wasliington  University  into  public  databases,  "Merck 
has  really  broken  the  monopoly,"  says  Baylor  Univei-sity  gene- 
sequencer  Richard  A. 
Gibbs.  What's  more, 
other  genome  compa- 
nies, such  as  Myriad 
Genetics,  Sequana,  Mercator,  and  Millennium,  ai-e  tiying  a  dif- 
ferent tack.  They  see  no  point  in  hgs's  approach  of  bhndly  se- 
quencing thousands  of  unknown  genes.  Instead,  they  ai-e  study- 
ing families  in  wliich  the  incidence  of  diseases  such  as  diabetes 
or  cancel-  is  unusually  high.  That  way,  they  can  snare  the 
underlying  genetic  mechanisms,  then  develop  cb'ugs  for  those 


Cover  Story 


diseases,  hgs  may  win  the  race  to  nail  many  genes,  argues 
lennium  ceo  Mai'k  J.  Levin,  but  his  own,  moi-e  focused  str 
gy  wiU  be  a  faster  way  of  getting  drugs  to  mai-ket. 

And  so,  the  race  is  on:  the  Gene  Kings  and  their  part 
against  the  re.st  of  a  drug  industiy,  which  is  straining  to  c 
up.  A  few  skeptics  notwithstanding,  "neai'ly  everyone  is  into 
nomics,"  says  Bear,  Steams  &  Co.  analyst  David  T.  Molo 
"Eveiyone  is  a  believer"  The  fii'st  wave  of  products — new 
agnostics — may  be. on  the  maj-ket  in  a  year  or  two,  with  po 
tially  important  chngs  emerging  by  the  end  of  the  decade, 
then,  it  may  be  clear  which  strategy  will  cany  the  day — 
whether  Haseltine  and  Venter  have  managed  to  stay  on  tit 
thrones.  Wliatevei-  the  outcome,  their  position  as  pioneere  ic 
medical  revolution  is  ah'eady  secure.  r 

By  John  Carey  in  Rockiyille,  Md.,  with  Joan  O'C.  HamUx 
in  San  Francisco,  Julia  Flyvn  in  Lmidon,  and  Geoffrey  Sn\, 
in  Boston 


UNTANGLING  THE  LEGAL  STRANDS  OF  DNA 


Becoming  a  Gene  King  takes 
more  than  clever  technology. 
Contenders  must  navigate  the 
shifting  shoals  of  patent  law — a  chal- 
lenge, since  no  one  knows  exactly 
what  will  be  patentable  in  the  futui-e 
Some  precedents  do  exist.  Several 
hundred  genes — and  their 
protein  products— are  cur- 
rently patented  for  medical 
use.  But  that's  a  tiny  frac- 
tion of  all  human  genes.  And 
the  few  blockbuster  patents 
awai'ded — such  as  Genen- 
tech  Inc.'s  on  human  gi'owth 
hormone  and  clotbuster 
TPA — have  sparked  fierce 
court  battles. 

The  looming  question: 
How  much  infoiTnation  will 
scientists  and  managers  need 
to  secure  a  patent?  If  they 
find  a  gene,  read  its  com- 
plete code,  and  show  how  it 
works  in  the  body,  they  can 
probably  win  exclusive  rights 
to  it — and  tt)  the  protein  it 
produces,  which  may  have 
phaiTOaceutical  value.  Exam- 
ples include  Amgen  Inc.'s 
two  top-selling  biotech  drags, 
Neupogen  and  Epogen,  both 
of  which  fetch  more  than 
.$500  million  a  year. 
UNCHARTED  TERRAIN.  But  what 
about  drugs  based  on  modifications  of 
the  protein?  Oi'  drugs  aimed  at  par- 
ticular parts  of  the  biological  path- 
ways the  genes  control?  These  are 
still  uncharted  territories.  And  things 
get  even  murkier  when  companies 
decipher,  or  sequence,  just  part  of  a 
gene.  Human  Genome  Sciences  Inc. 
(HQS)  has  tens  of  thousands  of 
"genes"  in  its  database.  But  most,  in 


fact,  are  fragments.  Where  hgs  can 
demonstrate  a  useful  function — say, 
as  a  diagnostic  tool — the  Patent  & 
Tr-ademark  Office  will  probably  gi-ant 
protection.  But  each  ft'agment  will 
requii'e  individual  testing  and  filing. 
The  changing  landscape  has  led 


SHIFTING  LAND 


If  genes 


get  easy  to  sequence,  courts 
mav  deem  the  data  too  "obvious" 
and  deny  patents  for  them 


some  to  question  the  value  of  hgs's 
vast  gene  storehouse.  When  hgs  be- 
gan, "they  clearly  expected  that  the 
gene  sequences  themselves  would 
have  some  propnetaiy  value,"  says 
Viren  Mehta,  head  of  research  at 
Mehta  &  Islay  in  New  York.  Now,  he 
says,  this  looks  hke  a  long  shot. 

So  HGS  has  shifted  its  focus  from 
amassing  sequences  to  developing 
and  patenting  diagnostics  and  drags. 
"We  aren't  going  to  be  able  to  pro- 


tect 90%  of  human  genes,"  admits 
HGS  founder  Wallace  H.  Steinberg. 

Patent  controversies  can  only  get  ;- 
worse.  As  technology  for  finding  andj 
sequencing  genes  improves,  pubhc 
databases  are  being  flooded  with  I 
new  gene  sequences.  Merck  &  Co.'s  ■ 

LIQUID  CRYSTALLINE  DNA:  I 
EVEN  FASTER  SEQUENCING  ; 
IS  ON  THE  HORIZON 

operation  at  Washington 
University  alone  is  produc- 
ing more  than  4,000  a  week. 
And  even  faster  sequencing 
methods  are  on  the  horizon. 
Startup  SEQ  Ltd.  in  Prince- 
ton, N.J.,  boasts  of  an  ap- 
proach that  will  be  a  thou- 
sand times  faster  and  a 
thousand  times  cheaper  than 
today's  technology. 

It's  also  getting  easier  to 
snare  full  genes  fi-om  fi-ag- 
ments. So  if  the  pieces  hap- 
pen to  be  in  public  databas- 
es, the  Patent  Office  may 
consider  them  to  be  "prior 
art,"  making  the  full  gene 
unpatentable.  The  same 
thing  could  happen  if  genes 
get  too  easy  to  find  and  se- 
quence, says  Washington 
patent  lawyer  Reid  Adler:  Courts 
may  deem  the  information  "obvious,'' 
and  thus  unprotectable. 

With  so  much  legal  tunnoil,  "the 
potential  is  there  for  enonnous  pat- 
ent battles,"  says  Randal  W.  Scott, 
chief  scientific  officer  at  InCyte 
Pharmaceuticals  Inc.  Winning  the 
Gene  King  throne,  it  seems,  may  de- 
pend as  much  on  lavvyers  as  it  does 
on  science. 

By  John  Carey  in  Washington 
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I  Why  a  group  called  "The  Raving  Daves"  could  be 
the  best  thing  that  ever  happened  to  your  software. 


Sometimes  in  business, 
conventional  wisdom  just 
doesn't  go  far  enough.  New 
and  original  solutions  are 
required  that  not  only  answer 
yesterday's  questions,  but 
anticipate  tomorrow's  needs. 

Which  is  why  at  PeopleSoft 


we  encourage  our  employees 
to  pursue  their  outside 
interests.  We  think  it  makes 
them  more  creative.  And  they 
bring  that  creativity  to  the 
solutions  we  offer  your 
business.  Unlike  some  other 
companies  that  pull  their 


answers  out  of  a  box. 

In  other  words,  for  solutions 
that  are  innovative  and  original, 
it  makes  sense  to  call  the  people 
who  think  that  way.  PeopleSoft. 

For  more  information  call 
1-800-947-7753  or  e-mail  us 
at  info@peoplesoft.com. 


lanijfacturing.and  human  resources. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


The  Corporation 


il 


STRATEGIES 


IS  BELLSOUTH  REALLIT 
READY  TO  GET  IT  ON  ? 

Its  phone  turf  under  attack,  the  conservative  giant  begins  girding  for  the  interactive  futu 


If  John  L.  Clendenin,  chairman  of  At- 
lanta-based BellSouth  Coi-p.,  ever  had 
any  doubts  that  rivals  were  invad- 
ing his  tmf,  they  disappeai-ed  one  day  in 
mid-Mai'ch.  CalUng  home  from  a  trip  to 
Washington,  Clendenin  couldn't  get 
through.  So  he  tried  his  secretary,  who 
told  him  that  a  fiber-optic  cable  in  sub- 
urban Atlanta  had  been  accidentally  cut, 
blacking  out  BellSouth's  sei-vice  to  the 
area  ai'ound  Clendenin's  house.  The  cul- 
prit: MCI  Communications  Cor-jj.,  which 
was  installing  new  cable  to  better  sei^ve 
the  lucrative  region  BellSouth  now  dom- 
inates. "It's  ironic,"  admits  Clendenin. 

These  days,  cut  phone  lines  ai-e  the 
least  of  Clendenin's  wonies.  The  longtime 
Bell  executive  sits  atop  the  biggest — 
and  most  profitable — of  the  Baby  Bells. 
But  as  telecommunications  changes  fast- 
er than  Clendenin  can  say  "Information 
Superhighway,"  potential  short  circuits 
abound.  Competitors  ai'e  angling  for  a 
big  slice  of  BellSouth's 
juicy  market.  New  wire- 
less technologies  could 
cut  into  BellSouth's 
dominance  at  home.  And 
the  company  has  been 
slow  to  jump  into  multi- 
media sendees,  even  as 
rivals  such  as  Bell  At- 
lantic Coi-p.  and  Pacific 
Telesis  Group  sprait  into 
the  interactive  age. 

BellSouth  has  long 
been  one  of  the  indus- 
try's most  consei"vative 
players.  Thanks  to  its 
cozy  berth  in  the  na- 
tion's fastest-growing  re- 
gion— as  well  as  a  heav- 
ily protected  regulatoiy 
environm*  nt — BellSouth 
has  stuck  I'losely  to  its 
core  of  providing  local 
phone  and  cellular  ser- 
vices. So  fai",  that  strate- 
gy has  paid  off:  Bell- 
South's revenues,  up  6%, 
to  $16.8  billion,  in  1994, 
were  the  highest  of  all 


the  Baby  Bells' — as  were  operating  prof- 
its. Cost-cutting  helped  them  to  nearly 
double  last  year,  to  $4.1  billion. 

But  the  healthy  numbers  won't  last 
if  BellSouth  doesn't  adjust  quickly  to  the 
di-amatic  changes  sweeping  the  telecom- 
munications, cable,  and  entertainment  in- 
dustries. Digital  technology  is  rapidly 
expanding  the  services  phone  companies 
can  offer,  while  deregulation  threatens 
to  knock  down  the  regulatory  walls  that 
have  pi'otected  BellSouth's  vast  tuif  from 
competitors.  Other  Baby  Bells  ai-e  grab- 
bing headlines  with  more  ch'amatic  plans 
to  capitalize  on  the  new  opportunities. 
The  question  now  is  whether  Clendenin's 
cautious  approach  will  save  BellSouth 
from  thi'owing  money  at  expensive  In- 
formation Age  pipe  dreams  or  simply 
cause  it  to  miss  the  multimedia  boat. 

While  BellSouth  is  beginning  to  build 
multimedia  "broadband"  networks,  it 
isn't  spending  anywhere  near  the  $16 


billion  Pacific  Telesis  plans  to  ante  up 
2002.  Nor  has  it  invested  directly  i 
cable  operator,  as  SBC  Communicati: 
Inc.  and  U  S  West  have  done.  P 
while  BellSouth  recently  announcec 
new  $500  million  progi'amming  vent 
with  Walt  Disney,  Ameritech,  and  s 
the  effort  trails  that  of  a  rival  Bell  c 
sortium,  which  recently  scored  a  C( 
by  hiring  fonner  CBS  Inc.  Broadcast 
President  Howard  Stringer. 
OVERSEAS  MARGINS.  Certainly,  some  e 
tion  is  waiTanted.  With  technology  chii 
ing  rapidly — industry  leader  Bell  Athu 
just  put  the  brakes  on  its  plans  to  ol 
video  services  to  phone  customers — CI 
denin  argues  that  his  go-slow  appro; 
vrill  help  BellSouth  avoid  costly  en-i 
"We  prefer  to  think  of  ourselves  as  cli 
plined,  not  conservative,"  says  the  fon 
Strategic  Air  Command  pilot.  BellSoi 
remained  mostly  aloof  from  the  rec 
federal  auction  of  "personal  communi  i 


Teaching  on  the  Infobahii 


VIRTUAL  LANGUAGE  CLASS  On  BellSouth's 
Information  Superhighway  m  North  Carolina,  a 
teacher  in  Charlotte  conducts  Japanese  class 
with  students  in  three  different  high  schools 
nearly  200  miles  away.  The  four  sites  are 
connected  by  high-speed  video  and  data  inter- 
change, so  teacher  and  students  all  see  each 
other  and  can  work  together  simultaneously. 
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Sequent  Compuiei   Systems,  ffK  .    •  Sbcll  Oil  Company   •   Siemcias  Rohn 
Coinmunication.s  Inc.  •  Soulhern  California  Edison  Co.  •  Si)urhern  California 
Gas  Company  •  The  Soiirhern  ^^Auupany  •  Sun  (Company,  Inc.  •  Sybase,  Inc.  • 
SYTnITEX,  USA  •  TiiKlem  Compucers  Incorporated  •  The  Trane  Company  • 
Turner  Broadcasring  •  The  Turner  Corporation  •  The  University  of  British 
CoJumbia  •  Wcstinghouse  Hanford  Cotnpany  •  York  University... 


When  you  deliver  bold,  new  to  customer  service,  you  attract  system  worth  raving  about? 

solutions  to  enterprise-wide  lots  of  enthusiastic  clients.  For  more  information  call 

business  problems  and  combine       Isn't  it  time  your  company  1-800-947-7753  or  e-mail  us 

that  with  a  fanatical  commitment  had  a  business  information  at  info@peoplesoft.com. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


The  Daves  aren't 
the  only  oftes  raving. 


The  Corporation 


tions  services"  licenses,  for  which  rivals 
paid  a  total  of  $7.7  billion.  Although  Ny- 
nex.  Bell  Atlantic,  and  others  count  on 
PCS  to  create  cheaper  wireless  networks 
that  will  compete  with  cellulai;  Clendenin 
believes  billions  wiU  be  lost  on  the  un- 
proven  technology  as  the  industiy  shakes 
out.  "The  big  PCS  winners  are  going  to  be 
like  the  dog  that  caught  the  bus,"  says 
Clendenin.  "They'll  wish  they  hadn't  giv- 
en chase." 

Still,  with  its  core 
business  under  attack, 
BellSouth  is  beginning 
to  shed  its  consei'va- 
tism.  Clendenin  has 
started  investing  more 
aggressively  in  new 
ventures,  from  $70 
million  allocated  to 
build,  in  North  Cai'oU- 

na,  the  fii'st  statewide   

Info  Highway  in  the  U.S.  to  its  $125 
million  stake  in  the  Disney  pailnership. 
And  in  wireless  telephony,  BellSouth 
has  moved  more  rapidly  overseas  than 
any  competitor,  investing  more  than 
$900  milhon  to  join  ventui-es  in  16  coun- 
tries in  South  America,  Asia,  the  Middle 
East,  and  Europe.  Clendenin  prefers  to 
place  his  bets  on  fast-gi'owing  telephone 
demand  in  emerging  markets,  where 
gi'oss  mar'gins  can  hit  45%.  "BellSouth  is 
very  pailicular  and  very  cautious  in  de- 
ciding where  to  put  its  money,"  says 
David  G.  Lindsay,  associate  partner  at 
Andersen  Consulting.  "But  when  they 
determine  it's  the  right  thing  to  do,  they 
are  very  aggi'essive." 
SLASHING  JOBS.  Nowhere  is  that  clearer 
than  in  the  approach  BellSouth  has  taken 
in  setting  up  an  extensive  high-speed 
data  and  video  network  in  North  Cai'oli- 
na.  The  North  Carohna  I-Way — which 
BellSouth  built  with  partners  GTE  and 
Sprint — can  cany  the  image  of  a  cancer 
victim's  brain  from  a  nu-al  hospital  in 
Lumberton,  N.  C,  to  the  office  of  cancer 
specialist  Dr.  Julian  Rosenman  at  the 
University  of  North  Cai'olina  Hospital. 
Maria  Domoto,  a  Japanese  professor  from 
the  University  of  North  Carolina  at 
Chai'lotte,  uses  the  network  to  teach  Ja|> 
anese  to  high  school  students  simultane- 
ously in  three  cities. 

By  providing  such  services  &-st  to 
state  institutions  and  universities  cen- 
tered ai-(jund  North  Carolina's  Reseai'ch 
Triangle,  BellSouth  claims  it  has  generat- 
ed strong  revenues — and  profits — from 
the  start.  It  recently  won  a  contract  to 
move  the  technology  into  Kentucky  and 
has  plans  to  sell  the  network  to  other 
states  as  well.  With  the  states  as  anchor 
tenants,  BellSouth  then  hopes  to  offer 
the  technology  to  commercial  customers. 


Even  as  it  gains  customers  at  the 
high  end,  however,  BellSouth  risks  los- 
ing them  at  the  low  end  as  new  rivals 
hit  its  home  tuif.  Clendenin  is  slashing 
costs.  Over  the  past  two  years  he  has 
trimmed  10,200  jobs  and  is  expected  to' 
cut  BellSouth's  telephone  workforce  by 
an  additional  15,000  positions,  to  56,000, 
by  1998.  Since  late  1992,  BellSouth  has 
also  shuttered  70%  of  its  288  operations 
centers  as  it  consoh- 
dated  inefficient  field 
offices  into  more  cen- 
tralized service  cen- 
ters. The  upshot:  Op- 


I 


Clendenin  isn't  sold 

on  PCS:  He  says 
the  auction  winners  hS^'Ler'^'SI; 

will  "wish  they 
hadn't  given  chase" 


growmg 
rapidly,  stayed  steady 
last  year.  "The  com- 
petitive game  is  com- 
ing," says  F.  Duane 

  Ackerman,  BellSouth's 

coo.  "We're  ready  to  get  it  on." 

So,  too,  ai'e  the  new  competitors.  In- 
deed, U  S  West  has  ah-eady  begun  its 
onslaught  in  Atlanta.  After  buying  two 
local  cable  companies  with  neai-ly  500,000 
customers  last  year,  it's  spending  $300 
million  to  upgi"ade  its  network  to  carry 
cable  and  multimedia  offerings.  If  Geor- 
gia opens  up  phone  competition  this  year, 
as  expected,  U  S  West  could  soon  be 
competing  for  customers  in  BellSouth's 
hometown.  "We  expect  to  move  quickly 
and  aggi'essively,"  says  Steven  E.  An- 
di'ews,  president  of  Southern  Multimedia, 
U  S  West's  Georgia  subsidiary.  "I  hate  to 
lose.  I'm  planning  to  win."  And  long-dis- 
tance rivals  Sprint,  at&t,  and  MCi  are 
also  set  to  attack  local  phone  markets. 
Along  with  newcomers — from  cable  oper- 
ators to  giant  Microsoft  Corp. — all  want 
to  compete  with  the  Bells. 


A  TORTOISE  SPEEDS  UP 


THE  INFO  HIGHWAY  With  partners  GTE  and 
Sprint,  BellSouth  has  built  the  nation's  first 
statewide  Information  Superhighway  in  North 
Carolina,  allowing  hospitals,  universities,  and  other 
institutions  to  transmit  video  and  data  over  cable. 

Launch  of  commercial  services  is  planned.  gain  othei-s  as  it  begi 


BellSouth  will  also  have  to  scram:e 
if  it  hopes  to  keep  up  in  the  multimea 
race.  While  multimedia  trials,  suchis 
Time  Warner  Inc.'s  in  Orlando  and  IJj 
Atlantic's  in  Dover  Township,  N.  J., 
already  up  and  running,  BellSoutl 
just  now  building  its  own  test  for  12,(j 
homes  in  Chamblee,  Ga.  For  the 
ment,  BellSouth  will  have  to  buy  all 
progi'amming  it  pipes  over  the  fiber-[ 
tic  line,  but  that  will  change  as  its 
progi-amming  ventm-e  comes  onstreJ 
To  get  the  most  out  of  the  Disney  [ 
hance,  BellSouth  executives  will  closl 
study  what  customers  in  Chamblee  a 
elsewhere  are  willing  to  pay  for  tl 
souped-up  services.  The  venture  pal 
nei"s  plan  to  create  a  package  of  sei-viJ 
such  as  movies  on  demand,  video  garni 
banking,  and  home  shopping.  Wilham| 
Redderson,  senior  vice-president 
broadband  strategies,  says  BellSouthI 
afready  mapping  out  30  top  mai'ketsl 
can  penetrate  quickly  but  will  do  so  o\ 
once  the  economics  are  clear. 
"LARGER  PIE."  BellSouth's  competitl 
picture  in  wireless  communications! 
just  as  muddy.  Over  the  next  sevel 
yeai-s,  the  key  factor  will  be  PCS,  a  wii 
less  technology  that  has  a  smaller  rail 
than  traditional  cellular  phones  but  I 
cheaper  to  operate.  Although  BellSou 
now  dominates  the  cellulai'  mai'ket  in 
region,  it  will  come  under  attack  fr( 
the  likes  of  gte  Macro  Communicatioi 
which  is  planning  aggi'essive  expansi  i 
after  paying  $19.4  million  for  a  license 
operate  PCS  networks  in  Atlanta  a: 
thi-ee  other  cities.  "We're  kind  of  sa 
vating  when  we  look  at  it,"  says  C, 
Waylan,  gte's  executive  vice-presiden 
Still,  Clendenin  is  hardly  standing  st 
He  may  not  have  faith  in  PCS,  but  Be 
South  will  spend  $7 
million  by  1996  to  u 
grade  its  cellular  n( 
work  from  analog  to  di 
ital.  Although  analys 
say  BellSouth  is  certa 
to  lose  some  custome 
as  rivals  swoop  in,  it  w 


to  offer  cable  and  oth 
services.  "BellSouth  m; 
have  a  smaller  share 
some  areas,"  says  Dav 
J.  Roddy,  chief  telecoi 
mimications  economist 


ENTERTAINMENT  After  months  of  negotiations, 
BellSouth,  Disney,  and  two  other  Baby  Bells 
recently  agreed  to  invest  $500  million  in  a  joint 
venture  to  produce  interactive  entertainment 
programs  that  will  be  distributed  through  their 

P!^°"_^JJ"^s_  _^_^,w^LL^A         ?y^l^"]S.-   beloTttr&^fouchl""^^ 

it's  a  much  larger  p 
overall."  The  question, 
course,  is  how  it  all  ge 
sliced  up, 

By  David  Greisit 
in  Atlmita,  with  Katl 


MULTIMEDIA  BellSouth  is  building  the  system  to 
run  a  long-awaited  trial  of  new  interactive 
multimedia  services  in  an  Atlanta  suburb.  By  fall, 
BellSouth  plans  to  deliver  movies  on  demand, 
video  games,  and  shopping  over  its  high-capacity 
telephone  wires.  Eventually,  30  cities  may  join  in. 


Rebello  in  San  Francisi 
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lOW^  THE  INFORMAXION  HIGHWAY 
HAS  A  PASSING  LANE 


AND  A  DRIVING  RANGE. 


:ST  DRIVE  YOUR  FREE  "CADILLAC 
IPRESSIONS"  DISKETTE.  Now  the 

Dwroom  is  as  close  as  your  PC.  Preview 
dillac's  innovative  Northstar  System, 
perience  the  300-horsepower  Seville 
Eldorado  Tourinq  Coupe 


AND  PLAY  A  ROUND  WITH  LEE 

TREVINO.  Your  complimentary  diskette 
also  includes  a  challenging  golf  game.  Team 
^  Cadillac  member  Lee  Trcvino  is  your 
host  at  the  Doral  Resort  and  Country 
!  Club's  championship  course:  the  famous 
J  Blue  Monster.  To  order  your  "Cadillac 
'  Impressions"  diskette  at  no  charge  to  you, 
call  1-800-333-4CAD. 


Cadillac 

Creating  A  Higher  Standard^ 


Available  on  DOS  high-density  3.5-inch  disk  (VGA 
uired)  or  Macintosh  high-density  640  x  480  color. 


Always  wear  safety  belts,  even  with  air  bags 
1995  CM  Corii   All  nghts  resetted 
CADILLAC.  ELDORADO,  NORTHSTAR.  SEVILLE, 


Finance 


I 


DEALS 


BUY  EM  OUT,  THEN 
BUILD  EM  UP 

LBO  firms  are  consolidating  even  mom-and-pop  outfits 


Back  in  1985,  leveraged  buyout 
firms  were  poring  over  spread- 
sheet databases  looking  for  com- 
panies to  buy  and  bust  up.  Now, 
many  of  those  same  finns,  plus  a  whole 
new  crop  of  others,  are  employing  a 
strategy  that's  just  as  profitable  and 
probably  more  productive:  They're 
scouring  the  countiy  for  companies  to 
buy  out  and  build  up.  ^^hh 

Using  a  technique  known 
variously  as  "platform  invest- 
ing" or  "leveraged  buildup," 
buyout  concerns  ai'e  jujiip-stail- 
ing  the  consolidation  of  dozens 
of  highly  fragmented,  ineffi- 
cient, mom-and-pop  industries. 
Sometimes,  investors  and  en- 
trepreneurs claim,  they  achieve 
returns  that  approach  or  ex- 
ceed tiie  30%-plus  levels  earaed 
by  the  i  RO-breakup  crowd  in 
the  198t 

COMMON  SXREAD.  These  mostly 
service-sec  ir  industries  range 
from  funeraJ  homes,  golf  resorts, 
and  health  clwbs  to  landfill  sites, 
medical  practices,  and  antenna 
towers.  If  there  is  a  common 


thi'ead,  it  is  that  these  fields  have  tradi- 
tionally lacked  strong  management  and 
suiplus  capital.  For  the  most  part,  they 
are  industries  where  consolidation  can 
yield  big  economies  of  scale  that  can  be 
recouped  by  investors.  Says  Carl  D. 
Thoma,  co-founder  of  Colder,  Thoma, 
Cressey,  Rauner  Inc.  (gtcr),  which  pio- 
neered these  transactions:  "It's  one  of 


Gains  from  Bulking  Up 


INDUSTRY 

ANTENNA  TOWERS 

FUNERAL  HOMES 

HEALTH  CLUBS 

LANDFILL  SITES 

PHYSICIAN  GROUP 
PRACTICES 


KEY  BENEFIT  OF  CONSOLIDATION 

Frees  up  capital  and  management  time 
for  wireless  communications  operators 

Yields  greater  discounts  on  coffins, 
supplies,  and  equipment 

Spreads  regional  marketing  and 
advertising  costs  over  more  facilities 

Lets  operators  cope  witti  the  new 
environmental  and  regulatory  demands 

Reduces  overhead  and  costs  of 
medical  procedures 

DATA  BUSINESSWEEK 


the  few  niches  td 
where  you  can  gel 
above-average  retul 
While  consolidal 
of  U.S.  industry 
nothing  new,  se\ 
recent  forces  appea 
be  driving  this 
wave    of  grassrl 
combinations.  Fir/ 
the  scarcity  of  la| 
undervalued  pi 
companies  where  qj 
gains  can  be  realj 
through  LBOs 
breakups.  Anothel 
the  vast  amount  of  I 
vate  equity  capital 
lately  has  been 
marked  by  public 
sion  plans  for  nontr 
tional  investmei 
Equally  important,  the  Informail 
Highway  has  not  only  created  enl 
industries  that  can  benefit  ft"om  cona 
dation  but  has  also  provided  wayd 
manage  service  businesses  from  cenj 
locations. 
MAGIC  NUMBER.  The  transactions  t; 
cally  work  this  way:  Investors  bu; 
small  company — usually  one  with 
more  than  $15  million  in  revenues- 
serves  as  a  "platfoiTn"  to  which  sm; 
companies  in  the  same  industry  canj 
added.  Because  big  investors  don't 
ally  chase  these  companies,  they  can| 
bought  for  less  than  five  times  cash 
compared  with  six  times  cash  flow 
higher  for  more  competitive  .deals, 
each  new  acquisition,  the  comp; 
wrings  out  more  savings  and  boosts 
leverage  from,  say,  50%  debt  to  as  mi| 
as  75%  or  more.  And  within  a 
years,  backers  hope,  the  company 
expand  to  the  magic  $100  million  re 
nue  threshold  where  they  can  succi 
fully  take  it  public. 

To  be  sui-e,  the  road  to  $ 
million  in  revenues  isn't  alwi 
smooth.  Investors  have  fo 
that  consolidation  simply  does| 
work  in  some  industries.  Th: 
dogs:  diy  cleaners,  service  si 
tions,  and  restaurants.  Says  & 
phen  Galante,  editor  of  Ptivi 
Equity  Analyst,  an  indus 
newsletter:  "Either  the  eco: 
mies  aren't  there,  or  they  do 
lend  themselves  to  centraliz; 
management." 

Chicago's  gtcr,  which  beu 
packaging  small  companies  in  t 
eai'ly  1980s,  now  has  about  $  1 
million  invested  in  such  ventui  i 
says  Thoma.  Its  fii'st  and  ni( 
prominent  coup  was  Paging  N( 
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ik  Inc.  (PageNet),  which  began  as  a 
I!  acquisition  in  1981  and  now  leads 
pager  industry.  Others  include 
!  ae  Succession  Inc.,  a  135-unit  fiuiei-- 
t:  ome  chain;  a  retail-propane  distiib- 
t  and  the  nation's  second-biggest 
i  i-care  outfit.  Says  Thoma:  "You  get 
f  edible  synei'gies  by  combining  three 
fi  ipanies  in  the  same  market." 
SI  "hat's  what's  behind  the  plan  by  Mc- 
I  m  De  Leeuw  &  Co.  to  expand  San 

I ncisco's  24-Hour  Nautilus  Fitness 
iters,  a  34-unit  chain  in  which  it  ac- 
*ed  a  two-thirds  stake  late  last  year. 
!  chain  is  now  the  dominant  player 
Northern  California,  but  the  firm 
i  its  to  develop  it  into  the  nation's 
I  2  gym  in  two  years.  (Bally's  Health 
f  Tennis  Corp.  is  No.  1.)  McCown  De 
p  !uw  is  cuiTently  looking  into  heating 
!  1  air-conditioning  supply,  and  direct- 
'i  rkeiing. 

,|  (E  HERDING  CATS."  Wliile  the  move  to 
J  rge  health-maintenance  organizations 
1  1  hospitals  is  well  under  way,  the  con- 
1  dation  of  group  physicians'  practices 
1  specialty  companies  has  bai-ely  be- 
1.  One  force  behind  the  creation  of 
ionwide  physician  companies  is  Welsh, 
rson,  Andereon  &  Stowe,  a  New  York 
iture-capital  and  buyout  finii  that  has 
ested  in  six  such  companies.  Two  of 
■m — MedCath  Inc.,  a  cardiology-care 
npany,  and  EmCare  Holdings  Inc.,  an 
ergency-care-management  concern — 
nt  public  in  December.  Two  others, 
luding  American  Oncology  Resouix-es 
1 1.,  a  collection  of  10  group  practices, 
i  in  registration. 

Deals  involving  doctors  are  not  al- 
lys  easy  to  bring  off.  "Managing  phy- 
ians  is  like  heixling  cats,"  says  gener- 
paitner  Russell  L.  Carson.  But  the 
onomics  are  still  powerful.  Besides 
hieving  cost  savings  through  increased 
rchasing  power,  standardized  proce- 
ires,  and  lower  malpractice-insurance 
emiums,  these  companies  ai"e  in  a  bet- 
r  position  than  single  group  practices 
compete  for  third-party-payer  con- 
acts,  Carson  says. 

MedCath,  which  started  in  1988  as  a 
obile  heart-diagnostic  fii'm,  has  more 
•cently  focused  on  cutting  costs  by  in- 
grating  cardiology  practices  with  spe- 
alty  heart  hospitals.  Last  year,  says 
;ephen  R.  Puckett,  chainnan  and  pres- 
.ent,  the  company  acquired  its  first 
ractice — of  45  doctors — and  in  Octo- 
3r,  it  expects  to  open  its  first  hospital, 
his  strategy,  he  says,  will  cut  labor 
)sts  to  26%  of  revenue,  compared  with 
5%  at  some  general-care  hospitals. 

Build-up  deals  have  their  share  of 
lilures.  Brentwood  Associates,  a  25- 
ear-old  buyout  firm  in  Los  Angeles, 
aims  successes  in  the  cellular-communi- 
ition  and  trade-magazine  businesses, 
ut  general  partner  William  M.  Bar- 


num  .Jr.  admits  that  its  Acme  Holdings 
Inc.,  a  troubled  equipment-rental  con- 
cern in  the  Sunbelt,  has  not  fared  so 
well.  Battered  by  recent  Califoniia  re- 
cession, among  other  woes,  he  says,  the 
company  last  year  defaulted  on  its  $78 
million  in  junk  bonds.  One  lesson,  says 
Barnum:  "Geogi-aphic  diversification  is 


something   you   should   strive  foi'." 

As  it  becomes  more  popular,  the  build- 
up game  could  become  as  risky  as  the 
bust-up  game  of  the  1980s.  But  because 
of  its  more  agi-eeable  impact  on  acqui- 
rees,  building  up  is  likely  to  be  a  lot 
more  beneficial  for  dealmakers'  images. 
By  Phillip  L.  Zweig  in  New  York 


AT  THE  FOOD  CHAINS, 
IT'S  ALL  GULP  AND  SWALLOW 


The  hottest  action  in  service  indus- 
tiy  deal-making  these  days  is 
down  at  the  supermarket.  Such 
big-time  investors  as  Kohlberg  Ki"avis 
Roberts  &  Co.,  George  Soros,  and 
Leon  Black  have  been  riding  a  wild 
wave  of  acquisitions  in  recent  months. 
Some  of  the  buyouts  are  buildups, 
where  the  owners  hope  to  cash  in  on 
the  classic  benefits  of  market  concen- 
tration: economies  of  scale,  knocking 
out  smaller,  weaker  competitors,  and 
caiiTydng  more  clout  with  suppliere. 

In  recent  weeks,  KKR  has  agi'eed  to 
pony  up  $1.2  billion  for  Bmno's  Inc.,  a 


BIG  AND  JUICY:  Takeo  vers  bring  economies  of  scale 


254-store  gi-ocery  chain  in  Birming- 
ham, Ala.  A  few  days  later,  kkr's  Stop 
&  Shop  Co.  unit  said  it  would  merge 
with  Purity  in  North  Billerica,  Mass. 
And  eai-lier  this  yeai-,  Los  Angeles' 
Yucaipa  Cos.,  vrith  strong  financial 
backing  from  Soros  and  Black,  said  it 
would  buy  Chicago's  Dominick's  Finer 
Foods  Inc.  for  $750  miUion.  Yucaipa  is 
also  doing  buildups.  Ovei'  the  past 
eight  yeai-s,  it  has  acquired  nimierous 
small  local  chains  and  is  consolidating 
them  into  a  few  big  ones,  mainly  units 
of  CahfoiTiia's  Ralphs  Groceiy  Co., 
with  wliich  Yucaipa  has  recently 
merged  in  a  $1.5  billion  deal. 

Why  the  sudden  flmiy  of  deals?  It's 
mainly  caused  by  market  conditions: 
low  multiples,  low  inflation  in  food 


prices,  and  new  technologies.  "The 
time  has  never  been  better,"  says 
Yucaipa  Chairman  Ronald  W.  Burkle. 
"With  technology,  there  are  a  lot  of 
things  we  can  do  now  that  would  have 
been  impossible  a  few  years  ago." 
WAFER-THIN  MARGINS.  Like  Wal-Mart 
Stores  Inc.  and  Toys  'R'  Us  Inc.  be- 
fore, supermarket  chains  are  turning 
to  huge  automated  satelUte  distribu- 
tion centers  to  drive  down  costs.  At 
some  megamarkets,  such  as  Yucaipa's 
Food  4  Less  chain,  distribution  cen- 
ter's have  been  done  away  with  alto- 
gether in  favoi'  of  automated  racking 
systems  at  the  stores. 
Big  chains  vdth 
strong  cash  flow  are 
also  investing  in  so- 
phisticated informa- 
tion systems  that 
handle  everything 
from  targeting  adver- 
tising by  studying 
consumer  buying  pat- 
terns to  linking  up 
vrith  fi'equent-flier 
progi"ams. 

Bui'kle  insists  that 
more  consolidation  is 
on  the  way.  One  rea- 
son: Groceries  make 
their  money  on  wa- 
fer-thin margins — ^just  1%  to  2%.  So 
because  there  are  economies  of  scale, 
larger  chains  fare  better  "There's  only 
room  for  very  large  or  very  small  spe- 
ciahty  chains,"  says  James  S.  Schmitt, 
an  analyst  at  Westcountiy  P^'inancial. 
"Middle-sized  companies  are  getting 
squeezed  out." 

As  the  big  players  keep  rounding 
up  more  and  moi'e  chains  and  keep 
streamlining,  they  can  feel  confident 
that  their  cash  flow  will  steadily  in- 
crease. "People  have  to  eat,"  says  kick 
general  partner  Paul  E.  Raether.  But 
for  quite  some  time  to  come,  the 
biggest  bites  will  be  taken  by  the 
dealmakere. 

By  Enc  Schine  in  Los  Angeles,  with 
Leah  Nathans  Spiro  in  New  York 


Finance 


NEWLY  FEISTY:  CEO  Hough  now  se 
salvatio)i  i)i  cutting  government  ti( 


SHAREHOLDER  REVOLTS 

THE  BEES  IN 

SALLIE  MAE'S  BONNET 

Irked  investors  press  for  change  at  the  student-loan  marketer 


The  Student  Loan  Marketing  Assn.'s 
1994  annual  report  opens  with  a 
simple  but  unwittingly  prescient 
phrase:  "Times  change,  and  we  change 
with  them."  The  quotation  refers  to  the 
Washington  (D.  C.)  company's  efforts  to 
adapt  to  a  Clinton  Administration  pro- 
gram for  direct  government  loans  to 
students — a  frontal  attack  on  the  core 
business  of  the  congi'essionally  created 
but  shareholder-owned  ■■BBHnmaB 
company  knowTi  as  Sallie 
Mae.  Recently,  though, 
the  report's  language  has 
taken  on  new  meaning: 
Dissident  shareholders 
are  calling  for  a  major 
overhaul  of  the  two- 
decades-old  company. 

On  Apr.  10,  four  in- 
vestors, including  two 


Shaking  Up 
Sallie  Mae 

Dissident  shareholders ' 
ideas  for  restructuring 

SLm  DOWN  the  compa- 
ny's $54  billion  balance 
sheet,  partly  by  dumping 


a  sign  that  they  believe  they  have  sub- 
stantial investor  support.  They  have 
good  reason:  Sallie's  stock  price  has 
plummeted  from  $74.50  in  1993  to 
$39.75,  while  profits  slumped  6%  last 
year,  to  $403  million.  "Times  have 
changed,  and  this  company  hasn't 
changed  at  all,"  rails  one  major  institu- 
tional investor,  mocking  Sallie's  claim. 
"There  is  incredible  investor  dissatis- 
■■HBHHM  faction." 

That's  a  big  change 
from  Sallie's  salad  days. 
The  company's  mission 
is  to  provide  liquidity  to 
the  student-loan  market 
by  buying  loans  from 
banks  that  make  them. 
Sallie  and  its  sharehold- 
ers profited  handsomely 
in  the  1980s  and  eai'lv 


former  Sallie  Mae  execu-     low-yielding  investm_ents__     igc.os,  in  part  becaus'e 


fives,  announced  they 
would  run  for  seats  on 
the  company's  21-mem- 
ber  board.  And  on  Apr 
25,  the  dissidents,  led  by 
former  Sallie  Mae  Chief 
Operating  Officer  Albeit 
L.  Lord,  said  they  may 
add  four  more  names  to 
their  slate  before  the  an- 
nual meeting  this  month, 


SPIN  OFF  the  healthy 
loan-servicing  operation 

BUY  BACK  more  stock 
than  the  3-5  million 
shares  already  planned 

CUT  OUT  some  operating 
expenses,  including 
fees  to  lobbyists  and 
consultants 


an  imi)licit  government 
guarantee  enables  the 
company  to  borrow  at 
very  low  rates.  But  the 
company's  profitability — 
and  hefty  salaries  for 
executives — eventually 
made  it  a  target  in 
Washington. 

In  1993,  the  CHn- 
tonites  pushed  through 


II 


m 
m 


In 


Congress  the  direct  lending  plan, 
uring  it  would  be  simpler  for  stude 
and  cheaper  for  taxpayers.  Direct  g 
ernment  student  lending  is  expected 
rise  to  40%  of  the  market  in  the  19 
96  academic  yeai-  from  a  mere  5% 
the  current  year.  The  Administrat|»i 
also  has  slapped  onerous  new  fees  iiiv' 
Sallie,  hurting  its  margins  further. 

Loi'd  thinks  the  company  needs  a 
joi-  strategic  shift  to  regain  its  footiBiiii 
In  some  ways,  he's  a  surpnsing  ins  K 
gent.  He  and  Sallie  Mae  ceo  Lawe 
A.  Hough  were  fiiends  as  they  worl 
their  way  up  the  ranks.  They  live  t 
miles  apart,  and  their  families  haiai' 
spent  Christmas  Eves  together. 
"POTENTIAL  RETRIBUTION."  Lord  left 
company  in  January,  1994,  though 
part  because  of  differences  with  Hou 
That  split  reflects  the  issues  Lore  ro, 
now  raising.  He  is  calling  for  Sallie 
sell  some  of  the  student  loans  on 
books.  "We  should  have  been  securi 
ing  loans  two  years  ago,"  he  declai|i,i 
He  also  would  shrink  the  company's 
billion  investment  portfolio  and  consii  e?i 
spinning  off  its  loan-servicing  operati 
He  tliinks  Sallie  could  then  use  the 
ceeds  to  buy  back  even  more  shaitfl 
than  the  company  now  plans,  boost  in 
the  stock  price.  Sanford  C.  Bernst 
&  Co.  analyst  Jonathan  Gray  says  sifjkf 
moves  make  sense.  "All  of  these  idi 
should  be  looked  at,"  he  says. 

Hough  says  he  is  looking  for  long 
term  solutions.  He  sees  Sallie's  real 
vation  in  removing  all  ties  to  the  g  on 
ernment.    He    figures    that  as 
independent  entity,  the  company  co' 
aggressively  pursue  new  business.  Alloc 
he  wains  that  federal  j>olicymakers,  v 
would  need  to  approve  full  privati 
tion,  could  view  a  spinoff  of  the  sen  w 
ing  operation  as  an  attempt  to  cii'cu  m 
vent  their  authority.  "The  reality  is 
invites  potential  retribution,"  he  say 

Even  so,  Hough  is  showing  a  n 
feistiness.  On  Apr.  14,  Sallie  sued  t 
Education  Dept.,  arguing  that  a 
imposed  in  1993  is  illegal  because 
doesn't  apply  to  other  holders  of  s 
dent  loans. 

Some  of  the  dissidents  are  enco 
aged  by  Sallie's  newfound  chutzpah.  I 
they  don't  think  it's  enough.  The  race 
on  to  prove  who  is  best  suited 
change  SaUie's  direction.  Already, 
stock  has  risen  10%  since  the  boj 
slate  was  announced.  Regardless 
which  side  emerges  victorious,  Sa! 
Mae  investors  may  be  the  real  winne 
By  Amy  Barrett  in  Washingt 
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HOLLYWOOD  ADVENTURE 
OR  DIEHARDS  ONLY? 

e  payoff  from  Andy  Vajna's  Cinergi  may  not  thrill  investors 

ndy  Vajna  has  always  loved  a  good 
'  I  adventure.  The  50-year-old  Holly- 
Iwood  producer  still  I'egales  ft-iends 
h  stories  of  how,  as  a  12-yeai-old  dur- 

Hungary's  1956  uprising,  he  crawled 
ough  the  snow  to  escape  Soviet 
jers.  Since  1981,  Vajna's  adventures 

e  been  played  out  on  the  big  screen 
the  likes  of  Sylvester  Stallone,  Arnold 
iwarzenegger,  and  Mel  Gibson.  Big 
rs.  Big  budgets.  And  if  his  former 
tipany,  perennially  cash-strapped 
mho  producer  Cai'olco  Pictures  Inc.,  is 
'  indication,  big  problems, 
^ow,  Vajna,  wh<)  in  1989  launched  a 
V  company,  Cinergi  Pictures  Enter- 
iment  Inc.,  is  asking  the  public  to 
1  him  in  another  adventure.  In  late 
ril,  Cinergi's  management  team  and 
tWest  Securities  Corp.  are  expected 
begin  a  road  show  to  tnampet  a  3 
lion-share  secondary  offering  to  raise 
expected  $30  million. 
LLYWOOD  DUSTBIN.  Cinergi's  profit 
form^ance  hasn't  been  as  big  as  Vaj- 
s  stars  and  budgets,  though.  He  had 
take  $6  million  in  write-downs  last 
u'  for  such  flops  as  Renaissance  Man 
1  The  Color  of  Night.  In  1994,  after 
i  million  in  losses  in  the  previous 
•ee  years,  the  company  earned  $2.9 
lion  on  revenues  of  $109  million.  Still, 
lergi's  stock  price  has  inched  up  past 
I  on  advance  buzz  about  two  mus- 
-bound  flicks  scheduled  for  this  sum- 
r:  Bruce  Willis  in  the  thii-d  Die  Hard 
;tallment,  Die  Hard  With  A 
ngeance,  and  Judge  Dredd,  a  futuris- 


CINERGI:  ONE  FOR  FOUR 


YEAR  BUDGET  BOX  OFFICE 
MILLIONS  OF  DOLLARS 


1EDICINEMAN  1992 

$40 

$45 

OMBSTONE  1993 

28 

56 

'ENAISSANCE  MAN  1994 

35 

24 

HE  COLOR  OF  NIGHT  1994 

35 

 20 

UPCOMING 

m  HARD  WITH 

!  VENGEANCE       May  19 

$83 

UDGE  DREDD      June  30 

76 

HE  SCARLET LEUER  Fall 

45 

DATA:  THE  HOLLYWOOD  REPORTER,  BW  EST 

POST-RAMBO:  Wtjim's  ^tafti  i.n-c  huge,  bat  profits  arrii't 


tic  cop  movie  starring  Rambo  alum 
Sylvester  Stallone.  Cost:  $160  million. 
Stallone  and  Willis  will  each  get  nearly 
$15  million.  Vajna  himself  draws  a  $1 
million  annual  salai-y,  up  to  $250,000  an- 
nually in  producer  fees,  and  3%  of  the 
films'  revenues  after  paying  back  pro- 
duction and  marketing  costs. 

It's  not  clear  how  much  money  will 
be  left  to  trickle  down  to  investors. 
"They're  probably  going  to  be  big  fihns," 
says  John  Krier,  president  of  box-offrce 
analyst  Exhibitor  Relations  Co.  "But 
they'd  have  to  do  neaiiy  $200  million 
to  recover  their  costs."  With  a  summer 
already  loaded  with  such  heavy  action 
flicks  as  Batman  Forever  and  Crimson 
Tide,  that's  unlikely. 

Cinergi  executives,  who  declined  to 
comment  foi'  this  article,  see  things  dif- 
ferently. Their  risks,  they  contend  in 
Securities  &  Exchange  Commission  fil- 
ings, ai'e  minimal  since  most  of  the  costs 
have  already  been  advanced  from  U.  S. 
and  foreign  distributors.  Walt  Disney 
Co.  has  agi'eed  to  put  up  nearly  one- 
third  of  the  costs  for  Cinergi's  next  21 


big-budget  films  in  return  for  15%  of 
the  take  from  the  U.  S.  and  Canada. 

Yet  the  dustbin  of  Hollywood  is  lit- 
tered with  such  independents  as  Dino 
DeLaui-entiis,  Weintraub  Entertainment 
Gi'oup,  Cannon  Pictures — and  Carolco, 
which  Vajna  left  in  1989,  a  few  years 
before  a  big  debt-financed  expansion 
pushed  the  company  near  the  brink  of 
bankroiptcy.  Reeling  from  the  delay  of 
its  own  big-budget  film,  the  $75  million 
Cnfth)vat  Island,  Carolco  said  on  Apr 
17  that  it  didn't  have 
"sufficient  cash  re- 
sources" and  was  con- 
sidering a  Chapter  11 
filing. 

Vajna,  who  collect- 
ed $70  million  in  cash 
and  stock  when  he 
left  Carolco,  has  in- 
sisted he  won't  repeat 
Carolco's  mistakes. 
His  executives  have 
told  investors  they 
will  keep  overhead 
and  debt  under  con- 
trol. To  show  that 
Cinergi  isn't  Carolco 
II,  the  company's 
coinpensation  com- 
mittee made  Vajna 
give  back  a  lucrative 
fiinge-beneflt  package 
that  included  a 
$l,000-a-month  cai-  al- 
lowance, use  of  a 
yacht  during  the 
Cannes  Film  Festival, 
and  even  a  first-class 
ticket  for  his  longtime 
girlfriend  when  she 
accompanies  him  on  business  trips. 
FLYING  MOTORCYCLE.  In  making  movies, 
though,  Vajna  isn't  exactly  cutting  cor- 
ners. He  ordered  up  an  extra  $S  million 
special-effects  image  of  Stallone  riding  a 
flying  motorcycle  as  he  battles  villains  in 
Judge  Dredd.  Vajna  agi'eed  to  pay  Demi 
Moore  $5  million  to  star  in  The  Scarlet 
Letter  later  this  year,  bringing  to  $204 
million  the  company's  tab  for  its  three 
big  1994  flicks.  Unable  to  get  foreign 
buyere  to  foot  the  entire  bill,  Cinergi  an- 
ted up  $28  million  of  its  own  fimds.  And 
Vajna  agi-eed  to  finance  director  Oliver 
Stone's  $43  million  Nixon  epic  when  its 
initial  backer  refused  to  go  over  $35 
million.  Bolstered  with  a  $150  million 
line  of  credit  airanged  last  summer  with 
Chemical  Bank,  Vajna  wants  to  increase 
from  three  to  five  the  number  of  films 
he'll  make  each  year. 

Vajna's  most  hair-raising  adventures 
in  coming  yeai's,  though,  may  be  not  on 
the  silver  screen  but  in  Cinergi's  bal- 
ance sheet. 

By  Ronald  Grover  in  Santa  Monica, 
Calif 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

SELLING  FRENZY  AT 
AMERICAN  BRANDS 

When  American  Brands  (amb)  first- 
quarter  earnings,  announced  on 
Apr.  24,  failed  to  meet  the  Street's  con- 
sensus estimate,  the  stock  headed  up — 
instead  of  down.  That  was  no  fluke: 
Several  savvy  money  pros  insist  that 
the  stock  has  been  on  the  rise  for  one 
particular  reason:  American  Brands  is 
buyout-bound,  unless  it  continues  sell- 
ing off  its  assets.  They  figure  the 
shares,  currently  trading  at  39,  are 
worth  55  to  60. 

BUYOUT  BAin 


EARNINGS 
PER  SHARE 

1997  Est. 

$3.45 

1996  Est 

$3.15* 

1995 

$2.85* 

1994 

$2.34* 


AMERICAN  BRANDS 
STOCK  PRICE 

WEEKLY  CLOSE 


32 


1993 

$3.23 


NOV.  23,  '94  APR.  25,  '95 

ADOLLARS  'ADJUSTED  FOR  ASSET  SALES 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  GABELLI  i  CO 

One  of  the  few  remaining  giant  con- 
glomerates, American  Brands  in  De- 
cember sold  its  American  Tobacco  Co. 
unit  to  Britain's  bat  Industries  for  $1 
bilhon.  And  in  .January,  it  sold  its 
Franklin  Life  Insurance  division  to 
American  General  for  $1.17  billion. 

A  conglomerate  based  overseas,  says 
a  New  York  takeover  investor,  is  con- 
templating making  a  bid  to  buy  Amer- 
ican Brands,  whose  assets  are  valued 
by  GabeUi  &  Co.  analyst  Bob  Leininger 
at  58  a  share.  This  prospective  suitor 
usually  buys  asset-rk,!~i,  under-managed 
companies  and  then  se^i  ^  off  some  of 
the  assets.  Another  intei  t  sted  party 
is  a  group  that  specializes  in  leveraged 
buyouts.  This  group  puts  the  v.ilue  of 
the  company  at  60. 

American  Brands  has  yet  to  sell  Oal- 
laher,  whose  brands — including  Benson 
&  H(^ges  -and  Silk  Cut  cigarettes — con- 
trol nearly  42%  of  Britain's  tobacco  mar- 
ket. This  is  the  "division  that  American 
Brands  will  likely  sell  off  next,"  says 
Leininger — unless  an  lbo  intervenes. 

American  Brands  three  fastest-grow- 
ing businesses — hardware  and  home- 
improvement  products,  golf  and  leisure 


items,  and  office  equipment — cuirently 
account  for  about  33%  of  operating 
earnings,  according  to  Leininger.  Amer- 
ican Brands  is  also  a  major  player  in 
the  distilled-spirits  business.  This  unit 
includes  Jim  Beam  Brands,  the  sec- 
ond-largest producer  of  spirits  in  the 
U.  S.  The  unit's  products  include  Jim 
Beam,  the  largest-selling  bourbon; 
Gilbey's  gin  and  vodka;  and  Windsor 
Supreme  whiskey. 

American  Brands  "is  an  excellent 
target  for  an  lbo,"  says  Leininger,  "be- 
cause all  five  remaining  divisions  lead 
in  their  markets  and  ai"e  strong  cash- 
flow generators."  These  divisions,  in 
fact,  don't  benefit  from  any  synergistic 
link  among  them,  explains  the  analyst. 
So  imless  management  does  it,  a  buyer 
vnll  hkely  come  in  and  break  up  the 
company  to  realize  the  intrinsic  value 
of  the  assets.  American  Brands  de- 
cUned  comment. 


READY  TO  SIZZLE 
IN  THE  KITCHEN 

Investment  mogul  Avi  Glazer  is  a  si- 
lent stakeholder  who  has  scored 
heady  30%  to  60%  annual  returns  by 
taking  controlling  stakes  in  companies 
he  sees  as  undervalued.  Some  of  the 
outfits  whose  shai'es  he  has  bought  and 
sold  for  tantalizing  gains  include  Harley 
Davidson,  Tonka,  and  Formica.  So 
what's  Glazer's  latest  catch?  One  stock 
he  says  promises  to  be  a  home  mn: 
Specialty  Equipment  (speq),  a  big  mak- 
er of  commercial  and  institutional  food- 
sei-vice  equipment. 

The  company's  Taylor  unit  is  the 
largest  U.  S.  maker  of  soft-ice-cream 
machines,  which  ai"e  used,  for  instance, 
at  McDonald's  restaurants — along  with 
Taylor  cooking  giills.  Taylor  also  makes 
"reach-in"  glass-door  refrigerators,  used 
to  display  beverages  in  supermarkets 
and  fast-food  places. 

Already,  the  shares  have  perked 
up — to  ir/  on  Apr.  25,  from  9  early  in 
the  year.  Glazer  has  taken  a  45%  stake 
and  describes  the  company  as  "one  of 
the  cleai'est  cases  of  luii-ecognized  value 
on  the  Street."  What's  its  secret? 

Specialty  Equipment  has  posted  pa- 
per losses  for  the  past  three  years 
because  of  noncash  write-downs  re- 
sulting from  the  company's  emergence 
from  Chapter  11  bankruptcy  three 
years  ago.  Without  them,  the  company 
would  have  earned  59(2  a  share  in  fis- 
cal 1994  and  99^  in  fiscal  1995.  In  1996, 
earnings  are  expected  to  increase 


to  $1.25,  according  to  one  insideij 
Glazer,  who  started  buying  when  th 
stock  was  at  5,  says  the  write-do^ 
will  end  in  the  current  quarter  He  exjj 
pects  the  stock  to  hit  20  in  a  year 

HIGH-STEPPING 
SANDALS  

For  a  while,  the  stock  of  Deckers  Out 
door  (deck)  took  a  shellacking  or 
Wall  Street  because  of  fear  that  Nik( 
and  Reebok  would  run  it  out  of  busi 
ness.  That  hasn't  happened.  Deckers 
sandals  and  shoes  have  been  a  real  kick 
er  The  stock  rebounded  from  11  in  De- 
cember to  a  high  of  WA  on  Apr.  25. 

One  reason:  More  and  more  inves- 
tors are  starting  to  recognize  that 
Deckers'  flagship  products — Teva 
sports  sandals — have  become  the  in- 
dustry standard.  "High  functionality 
due  to  patented  strapping  has  made 
this  the  sandal  of  choice  for  sports  en- 
thusiasts," explains  Pete  Castellanos,  i 
an  analyst  at  Cruttenden. 

For  a  long  while,  the  stock  was 
overlooked  because  Deckers  was  seen 
as  a  one-product  outfit — with  Teva  gar- 
nering 80%  of  sales  last  year,  says  Al- 
lison Malkin  of  Evergreen  Fund,  which 
has  accumulated  a  3%  stake.  She 
thinks  the  market  has  yet  to  recog- 
nize Deckers'  other  product:  Simple 
shoes,  an  athletic  line  that  features  an 
understated,  casual  style. 

Indeed,  Deckers  sales  and  earnings  \ 
have  been  on  the 

rise.  Kemper  Se      fiEHING  A  KICK 

curities  analyst  OUT  OF  TEVA 
Kevin  Dukesherer 
figures  revenues 
will  jump  to  $105 
million  this  year, 
up  from  1994's  $85 
million.  And  he 
sees  the  earnings 
chmbing  to  $1.35 
this  year  and  to 
$1.65  in  1996,  vs. 
last  year's  $1.09. 

One  New  York 
money  manager 
thinks  that  if 
Deckers  sustains 
its  fast  grovrth,  either  Nike  or  Reebok 
may  gobble  it  up  as  a  quick  way  to 
step  into  sandals.  In  a  buyout,  he  says, 
the  stock  is  worth  30  a  share.  Deckers 
Chairman  and  President  Doug  Otto 
wouldn't  say  whether  he  has  been  ap- 
proached by  Nike  or  Reebok.  Reebok 
declined  comment.  Nike  didn't  respond. 


DECKERS 
9  OUTDOOR 

WEEKLY  CLOSE 
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The  information  you 
need  is  out  there. 

But  how  do  you  find 
it  when  it  counts? 

Introducing  Profound;"  the  online  service  that 
quickly  pinpoints  what  you  need  to  know. 

Truckloads  of  new  articles,  reports  and  statistics  emerge 
every  day  -  information  that's  vital  to  your  job,  your 
mdustry  and  your  investments.  But  who  has  time  to 
extract  the  crucial  facts?  Now  Profound's  revolutionary 
nfoSort™  system  can  deliver  the  precise  information  you 
want.  Just  point  and  click  and  Profound  scans  millions  of 
documents  in  seconds. 

The  most  comprehensive  business  database  ever. 

Access  resources  from  the  world's  leading  publishers,  many 
ot  which  aren't  available  anywhere  else.  News  from  over 
4.()()()  newspapers,  periodicals  and  news  wires  from  Reuters, 
The  Associated  Press  and  others.  Over  40,000  research  reports 
from  publishers  like  Frost  &  Sullivan  and  FIND/SVP.  Reports 
rom  Dun  &  Bradstreet,  Standard  &  Poor's  and  Smith  Barney. 
Current  stock  and  commodity  prices.  All  accessible  through 
your  Windows'-based  PC  and  modem  for  only  $19.95  a  month. 
Includes  graphics  and  Adobe"  Acrobat"  software. 

Custom  Alert"  automatically  informs  you  about 
exclusive  news  on  your  world. 

^ick  the  topics  that  really  matter  to  you  -  a  client's  business, 
the  competition,  your  personal  investments, 
'hen,  every  time  you  open  up  Profound,  a  list 
of  the  latest  and  most  relevant  news  articles 
and  research  reports  will  be  waiting  for  you. 

Let  us  prove  to  you  how  valuable  timely 
information  can  be,  free.* 

Call  1-800-851-1143  and  request  your  free  software  today. 
You'll  get  your  first  month's  subscription  at  no  charge, 
^lus  five  free  hours  of  online  time. 


n  o  f  o  u  n 


Business    Intelligence  Online 


©  1995  Profound.  Inc.  'Windows  Is  a  registered  trademark  of  Microsoft  Corporation.  ''Adobe  md  Acrobat  are  trademarks  of  Adobe  Systeim  Incorporated  or  iLs  subsidiaries  and  may  be  registered  in  certain  lurisdictions 

•Includes  five  free  hours  (a  $34.7S  value)  Plus  Adobe™  Acrobat™  soft\^';ire  customized  for  Profound  The  first  monthly  subscri|)liun  feeut  $19  9S  will  be  waived  Your  five  free  hours  must  be  used  within  30  days  of  first  logging  on  to  Profound, 

Additional  time  is  $6.SS  an  hour,  based  on  minutes  used 


Media 


ESSAY 


WHO  SPEAKS 
FOR  AMERICA? 

The  Right  vs.  the  news  Establishment 

Wesley  Praden,  the  avowedly  consei-vative  editor-in- 
ehief  of  the  right-wing  Washington  Times,  has  spent 
a  cold  decade  in  the  shadow  of  The  Washington 
Post.  So  it  should  come  as  no  smpiise  in  these  days 
of  Republican  ascendancy  that  Pinden  takes  special  pleasure 
in  needling  his  storied  crosstown  rival.  "I  get  the  feeling 
that  since  the  election,  the  top  editors  at  The  Washington 
Post  are  wandering  around  like  a  duck  hit  on  the  head  with 
a  wooden  spoon,"  Pniden  says  in  his  deep  Arkansas  drawl. 
"They're  still  tiying  to  figure  out  what  happened." 

Post  Executive  Editor  Leonai'd  Downie  Jr.  responds  that 
his  head  feels  fine,  thank  you.  "That's  just  silly,"  he  says  of 
Pinden's  snipe,  insisting  that  the  Posfs  Capitol  Hill  coverage 
has  been  thorough  and  aggressive  since  November.  Still, 
during  the  first  100  days  of  the  104th  Congi'ess,  it  is  widely 
acknowledged  that  Piuden's  \ydpev  has  often  had  better  sourc- 
es among  the  <  lop  than  its  competition.  Cu'culation  has  jumped 
an  estimated  9%  over  the  past  year  and  so  has  its  prestige. 

Downie  is  quick  to  point  out  that  average  daily  circulation 
of  94,228  for  the  Times  remains  puny  compared  with  the 
Posfs  840,232.  And  despite  the  Posfs  lack  of  gi'owth  over  the 
past  year,  there's  little  question  which  paper  the  gi'eat  major- 
ity of  Washingtonians  tum  to  eveiy  morning.  Yet  Pruden's 
momentum  demonstrates  a  key  point  about  the  business  of 
delivering  news  these  days:  Many  people — consei^vatives  in 
])aiticular — are  convinced  that  traditional  media  ai'e  not  meet- 
ing all  their  needs.  And  then-  discontent  is  seeding  a  new  crop 
of  information  sources  that  have  gi-owing  pull  and  power. 

Indeed,  there's  jjlenty  of  evidence  that  TV  networks  and 
Estalilishment  newspajjers  are  quickly  losing  their  elite  status 
as  the  nation's  favoi'ed  opinion-makei-s.  In  a  fi'ee  market  for  in- 
fonnation.  Rush  Limbaugh  and  Oliver  Noith  are  competing  ef- 
fectively for  time  and 

OUT  OF  TOUCH 

ii  Most  reporters, 
when  covering  the 
rise  of  the  religious 
right,  can  make  no 
human  connection 
with  these  peopled ^ 


influence  against  Es- 
tablishment news 
outlets  such  as  The 
New  York  Times  and 
NBC  News.  While 
there's  no  doubt  the 
old  media  remain  ex- 
tremely influential, 
Americans  no  longer 
rely  on  a  beloved 
"Father  .Cronkite" 
to  tell  them  what  is 
news.  "The  gatekeep- 
ers have  a  lot  less 
power  than  they 
used  to,"  says  How- 
ard Kurtz  who  cov- 
ers media  for  The 
Washington  Post. 


—  DAVID  FRUM, 
Conservative  journalist 


This  has  become  a  vexing  source  of  controversy — espec 
ly  in  light  of  the  tragedy  in  Oklahoma  City.  On  the  ( 
hand,  many  of  the  new  media  are  giving  voice  to  ideas  t 
large  swaths  of  people  feel  are  neglected  by  traditional  o 
lets.  Media  such  as  talk  shows  and  the  Internet  offer  a  tar 
lizing  populist  ideal:  a  chance  to  participate  in  the  news.  I 
in  the  Wild  West  atmosphere  of  new  media,  wiiere  joumali: 
conventions  often  don't  exist,  responsible  news  analysis  too 
ten  devolves  into  polemical  ranting.  For  eveiy  conservat 
giipe  that  the  traditional  media  are  too  liberal  there  is  a  c 
responding  sense  of  unease  that  talk  shows  empower  frii 
groups  and  magnify  their  unchecked  rage. 
PANIC  AND  THREATS.  This  line  of  reasoning,  of  course,  is 
old  as  the  soapbox.  Did  Abbie  Hoffman's  liberal  rantings 
spire  the  radical  Weathermen  in  the  1960s?  Does  Ice 
gangsta  rap  incite  violence  in  urban  youth  today?  The  fugit|[n' 
letter  bomber  who  killed  a  timber  lobbyist  in  California 
pears  from  his  writings  to  be  a  left-wing  environmental 
archist.  Was  he  (or  she)  influenced  by  some  gi'een  polemic 
the  spotted  owl?  There  is  no  answer  to  any  of  these  qu 
tions.  But  the  fact  remains  that  the  First  Amendment  p  k 
vents  even  the  government  from  tampering  with  the  mar] 
forces  that  shape  media.  Panic  and  threats — the  Presidei  ■( 
notwithstanding — do  little.  A  popular  backlash  against 
Gordon  Liddy's  instnactions  on  how  best  to  shoot  a  fede 
agent  would  more  likely  sober  much  of  the  talk  radio  wor 

The  important  thing  to  remember  is  that  the  new  n 
dia — from  Thr  Wasliiiiijtoii  Tniies  to  the  ubiquitous  voice 
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jaugil — exist  in  response  to  consumer  demand.  Our  infor- 
on  sources  minxjr  oui'selves.  Technology,  fi-om  tlie  gTowth 
e  number  of  cable-TV  channels  to  the  satellite  distiibution 
»rndicated  radio  shows  to  the  proliferation  of  desktop- 
ished  newsletters,  has  led  to  a  boom  in  altei'natives  to  the 

15  quo.  The  interesting  thing  is  that  most  of  them  share 
dn  chai'acteiistics:  They  are  often  interactive,  they  ai-e  un- 
iguous  politically  and  they  pride  themselves  on  being 
er."  "The  mainstream  media  tend  to  say,  'This  is  the 
the  world  is,' "  posits  Terry  Eastland,  editoi'  of  Forbes 
ia  Critic.  "To  the  extent  that  people  have  gotten  tii'ed  of 
,  they've  become  candidates  to  go  somewhere  else." 

1  defense  of  the  traditional  media,  most  critics  agree 
the  big  urban  dailies  and  the  networks  remain  the  most 
essionally  nm,  objective  soiu'ces  of  news  available.  Despite 
ess  gTiping  to  the  contrary,  there's  little  hard  evidence 
they  truly  do  exhibit  a  "liberal"  bias  in  everyday  politi- 
;overage.  Dui-ing  the  turbulent  first  100  days  of  the  104th 
gress,  for  instance,  the  independent  Center  for  Media  & 
lie  Affau'S  foiuid  that  the  networks  slammed  House  Speak- 
Vewt  Gingrich  61%  of  the  time.  President  Clinton  got 
imered  62%  of  the  time.  Says  the  Posfs  Kuilz:  "While  I 
k  there  is  bias  toward  conflict  and  bad  news,  it  is  not 
ilogical.  Everybody  gets  bashed." 

|.  levertheless,  it's  clear  that  Americans  in  increasing  num- 
1-3  feel  misunderstood  by  the  traditional  media.  And  in 

16  cases,  the  media  do  exhibit  a  bias  toward  what  they 
erstand  most,  their  status  quo.  In  an  increasingly  di- 
36  country  without  a  monolithic  set  of  values,  blind  spots 
an  occupational  hazard.  Critics  say  demographics  alone 
1  to  an  inevitable  disconnection  between  media  and  audi- 


ence. The  elite  press  corps,  they  point  out,  consists  mostly  of 
well-paid,  highly  educated  urban  professionals.  They  often 
have  a  secular,  cosmopolitan  outlook  and  tend  to  socialize 
with  people  like  themselves.  "If  you  ask  a  Washington  journal- 
ist who  his  friends  are,  he'll  say  other  journalists,"  says  the 
Brookings  Institution's  Stephen  Hess,  who  has  studied  the 
Capital  press  coi'ps  extensively. 

Conservative  critics  contend  this  gives  news  coverage  an 
urban,  secular  sensibility.  On  social  issues  such  as  gay  rights 
or  abortion,  jour-nalists  sway  to  the  left.  On  economic  cover- 
age, they  stay  at  the  center  or-  swing  slightly  right,  as  befits 
their  economic  cirx-umstances.  This  leads  to  occasional  mis- 
takes. In  1990,  for-  example,  The  Washington  Post  failed  to 
cover-  a  huge  pr-o-life  march  on  the  capital  that  got  plenty  of 
attention  elsewhere.  Post  editor-  Downie's  apology  included  the 
admission  that  not  many  Post  staffei-s  wer-e  pr-o-life.  Few,  he 
added,  had  spent  much  time  with  anybody  who  was. 
FIGHTING  BLINDNESS.  David  Fr-um,  a  for-mer-  Wall  Street 
JouD/al  editorialist  and  the  author  of  Dead  Right,  believes 
that  most  liberal  bias  in  newsr-ooms  stems  fr-om  this  lack  of 
empathy  for  conser-vative  points  of  view.  "Most  r-eporters, 
when  covering  the  rise  of  the  r-eligious  right,  can  make  no  hu- 
man connection  with  these  people,"  he  says.  "They  see  them 
as  danger-ous."  Downie,  for-  one,  says  he  actively  fights  such 
blindness:  He  points  pr-oudly  to  a  Post  series  last  year  that 
took  a  close  look  at  the  r-eligious  right  and  its  concer-ns. 

Covering  a  group  like  the  religious  right,  however,  is 
differ-ent  fr-om  catering  to  the  r-eligious  right.  And  the  space 
in  between  is  what  gives  editor-s  headaches.  Partly  because 
it  has  a  lar-ge  audience  inter-ested  in  gay  issues,  The  New 
York  Titles  assigns  a  r-eporter-  to  cover-  gay  and  lesbian 

topics.  In  March, 
the  paper-  r-an  a  sto- 
r-y  headlined  "In 
Sickness  and  in 
Health:  Building 
Loving  Relation- 
ships When  One 
Par*tner  Has  HIV." 
To  many  Amer-i- 
cans — including  r-e- 
ligious conser-vatives 
— such  stories  would 
not  only  be  uninte- 
1       1  ,     1        1       1  ■  ■       r-esting,  they  would 

body  gets  bashed  ^7    be  offensive,  -u 

they  want  to  r-un 
stories  like  that, 
that's  their  busi- 
ness," says  Pruden. 
"But  I  know  our 
readers,  and  they  don't  want  those  kinds  of  stories." 

Incr-easingly,  that's  the  point.  Despite  their-  best  efforts,  the 
traditional  media  can't  please  everybody  all  the  time — and 
they  shouldn't  have  to.  It's  easy  to  for-get  that  alr-eady,  mor-e 
people  ar-ound  the  country  each  day  i-ead  The  Wall  Street 
Journal  with  its  polemical  right-wing  editorial  page  than 
any  other  newspaper-.  The  new  media  tend  to  satisfy  consum- 
er demand  for-  infor-mation  sources  that  confirm  their  own 
leanings.  "We'r-e  on  the  edge  of  a  new  er-a  in  jour-nalism,"  says 
critic  Eastland.  "It's  mor-e  poi)ulist  and  more  pointed." 

As  the  Po.s-f's  Downie  points  out,  many  of  the  new  outlets 
don't  even  pretend  to  aspir-e  to  the  same  par-adigm  of  impar-- 
tial  news  gathering  that  mainstr-eam  media  cling  to.  Being  dif- 
fer-ent is  pr-ecisely  why  they  dr-aw-  an  audience.  Pr-uden,  for  in- 
stance, makes  no  attempt  to  mask  liis  conservatisnr.  Like  any 
editor-,  he  says,  he  insists  on  balance  within  stories.  But  what 
gets  played  on  the  front  page  is  likely  to  r-eflect  right-wing- 
thinking.  "Our  conser-vative  outlook  shows  up  in  story  selec- 


EQUAL  TIME 

U  While  I  think 
there  is  bias  toward 
conflict  and  bad 
news,  it  is  not 
ideological.  Every- 
gets  bashed  77 

—  HOWARD  KURTZ, 
Washington  Post  media  critic 
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"  Pruden  says,  "not  in  the  way  sto- 
are  stmctured." 

Ilk  radio — most  notably  the  version 
ticed  by  Limbaugh — takes  this 
cing  to  another  level.  It  doesn't  try 
)alance  at  all,  and  Rush's  20  million 
dy  listeners  don't  seem  to  ask  for  it. 
;cent  Harris  Poll  found  conserva- 
talk-show  hosts  outnumber  liberal 
5  2  to  1.  A  1998  study  by  the  Tijiies 
•or  Center  for  the  People  &  the 
s  found  that  regular  talk-show  lis- 
rs  ai'e  twice  as  likely  to  be  conser- 
ve as  liberal.  Fact  and  opinion  be- 
5  a  blur  on  most  of  these  shows, 
listeners  with  a  pent-up  desire  to 
the  debate  flock  to  their  phones, 
le  medium  is  exploding  both  in 
s  of  numbei-s  and  influence.  Accord- 
;o  the  M  Street  Journal,  a  radio  in- 
ry  publication,  the  number  of  sta- 
!  with  a  dominant  talk  foiTnat  has 
m  to  1,028  from  308  since  1989.  An- 
:s  generally  credit  Limbaugh  and 
right-wing  drumbeat  emanating 
1  these  stations  with  turning  the 
ervative  tide  in  the  1994  elections. 
rCHEROO.  And  if  there's  any  doubt 
it  the  opportunistic  natui'e  of  this 
to  conservative  media,  witness  the 
sformation  of  ksfo,  a  station  owned 
'apital  Cities/ABC  Inc.  in  San  Fran- 
I.  Until  January,  it  aired  liberal  talk 
id  at  Generation  X.  But  then  came 
election,  and  management  switched 
'^ot  Talk,  a  scorchingly  conservative 
lat  complete  v/ith  hosts  calling  for 
quarantine  of  aids  patients  and 
ities  on  illegal  immigrants.  It  is  not- 
that  KSFO  Operations  Director  Jack 
nson,  a  liberal,  years  ago  launched 
Francisco's  first  gay  talk  show, 
onservative  and  right-wing  popu- 
voices  are  everywhere.  Cable  sta- 
CNBC,  run  by  former  Bush  media 
en  Roger  Ailes,  now  au*s  evening- 
shows  featuring  right-winger  Cal 
mas  and  former  Bush  campaign 
ager  Mary  Matalin.  (It  also  runs 
*al  talk  shows.)  In  book  pubhshing, 
I  can't  thi'ow  a  brick  into  a  gather- 
of  conservatives  without  hitting 
eone  who's  got  a  book  contract," 
;  Frum. 

ownie  says  he  welcomes  the  pro- 
ation  of  new  voices.  "The  more  me- 
:he  better,"  he  says.  Indeed,  he  feels 
Post  and  other  traditional  media 
flourish  by  remaining  the  most  im- 
ial  and  authoritative  of  the  alter- 
ves.  "We  need  to  be  credible — not 
ed— thorough,  and  investigative,"  he 
s.  "We  need  to  be  everything  those 
media  aren't."  Clearly,  however, 
iumers  are  also  demanding  every- 
g  the  new  media  ai-e.  And  in  a  coun- 
devoted  to  a  free  press,  we'll  just 
3  to  hve  with  the  consequences. 
By  Michael  Oneal  in  New  York 
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CALL  IT 

THE  SUPERNET 

vBNS  links  supercomputers  to  tackle  monster  problems 


The  coolest  new  place  in  cyberepace 
is  so  cool,  it's  not  even  on  the 
Internet.  It  doesn't  have  chat 
rooms  or  cai"  ads  or  sexy  gTaphics 
files  or  a  user-fiiendly  interface  or  nodes 
in  every  major  and  minor  city.  What  it 
does  have  is  blazing  speed — connections 
at  up  to  1.55  megabits  per  second,  or 
more  than  10,000  times  the  speed  of 
that  14.4-kilobit  modem  you  just  bought 
for  yom"  home  computer 

It's  caUed  vbns,  for  veiy-     "TiXTO  1  1  i- 
high-speed     Backbone  VDINo  DlaSlS 
Network  Sei"vice,  and  it's    i    j         i  i 
mn  by  MCI  Communica-  data  El  8066(18 

tions  Coi^p.  for  the  Na- 
tional Science  Founda- 
tion (nsf). 

VBNS,  which  made  its 
public  debut  on  Apr  24, 
is  a  peek  into  the  future 
of  scientific  computing. 
It's  not  connected  to  the 
Internet  because  brows- 
ers ai-en't  welcome,  vbns 
is  strictly  for  "Grand 
Challenge"  problems  that 
only  networks  of  super- 
computers can  hope  to 
crack — problems  such  as 
predicting  global  climate 
change  and  designing 
better  drugs,  vbns  has 
been  quietly  getting  up 
to  speed  for  several 
weeks.  It  connects  five 
of  the  most  important 
concentrations  of  supercomputing  power 
in  the  U.  S.  (map,  page  94),  with  lower- 
speed  links  for  other  "meritorious"  users 
via  sites  in  Chicago,  New  York,  San 
Francisco,  and  Washington. 

MCI  Chairman  Bert  C.  Roberts  Jr. 
says  winning  the  contract  to  operate 
VBNS  helps  burnish  the  high-tech  cre- 
dentials of  MCI,  which  will  pump  an  un- 
specified amount  of  its  own  money  into 
the  network  in  addition  to  the  $50  mil- 

Because  of  a  production  error,  most 
readers  did  not  receive  tlie  full  text  of  this 
story  in  last  week's  edition. 


that  make  the 
Net  look  like 
the  Erie  Canal. 
But  only  five  of 
the  top 

U.S.  computing 
center8  can 
communicate 
at  that  rate 


lion  over  five  yeai's  it's  getting  fi'om  the 
NSF.  "Those  of  us  who  do  science  have 
been  boi-ed  to  death  by  the  Internet 
and  its  speeds  for  about  two  years," 
says  Richard  T.  Liebhaber,  who  is 
scheduled  to  retii*e  at  the  end  of  May 
from  his  job  as  MCi's  chief  strategy  and 
technology  officer.  "Our  mind-set  now 
is  on  full-motion  visualization  of  things," 
Liebhaber  says.  "For  that,  you  need  a 
gazillion  mips  of  process- 
ing power." 

Indeed,  by  networking 
together  two  or  more 
top-flight  supercomput- 
ers, VBNS  makes  possible 
some  of  the  largest  com- 
putations ever  attempt- 
ed.  Sure,   any  single 
supercomputer  could  do 
a  big  computation  alone, 
but  it  might  be  out  of 
date  by  the  time  it  was 
completed — as  in  a  fore- 
cast today  of  yesterday's 
weather,  vbns  also  pro- 
motes collaboration  by 
transmitting  ultrahigh-fi- 
delity  video  images  so 
researchers  in  different 
cities  can  watch  a  viitual 
experiment  as  it  unfolds 
inside  a  compute)-.  All  in 
all,  it  has  researchers  ec- 
static: "In  problem  after 
scientific    problem,  it 
turns  out  that  you're 
groping  in  the  dai'k  imtU  you  get  the  in- 
sights and  pictures  that  you  can  only 
get  fi-om  contemporary  computere,"  says 
Malvin  H.  Kalos,  du'ector  of  the  Comell 
Theoiy  Centei;  a  collection  of  high-pow- 
ered iron  at  Cornell  University. 
DOUBLE  TEAM.  One  of  the  fii'st  calcula- 
tions attempted  using  vbns  illustrated 
its  potential.  In  mid-April,  researchers 
in  San  Diego  and  Pittsbui-gh  yoked  to- 
gether two  similai-  Cray  Research  Inc. 
supercomputers — one  at  each  site — to 
calculate  global  weather  patterns.  One 
computer  used  softwai'e  from  Pi-inceton 
University  to  calculate  temperatures  and 


Science  &  Technology 


SAN  DIEGO 
SUPERCOMPUTER 
CENTER 

Global  climate  model 
with  data  from  ocean  and 
air  currents 


cui'rent  speeds  in  the  ocean,  while  the 
other  tended  to  the  atmosphei'e  using 
software  ft'om  the  Univei'sity  of  Califor- 
nia at  Los  Angeles.  Every  10  seconds 
the  Grays  swapped  results  and  used  the 
data  for  new  calculations.  Massaging  the 
two  progi'ams  so  two  remote  computers 
could  use  them  together  took  years  of 
'lumd-tuning,"  says  San  Diego  staff  scien- 
tist Bilal  Chinoy.  Even-  ■■■■^^■■■■■i 
tually,  he  says,  the  re- 
mote comixitei-s  will  be 
of  different  types,  so 
each  can  focus  on  the 
type  of  calculation  it's 
best  at. 

Tlie  weather  at  yom- 
local  airport,  rather 
than  over  some  ocean, 
is  among  the  vBNS  pro- 
jects planned  by  the 
National   Center  for 
Atmospheiic  Research 
in     Boulder,  Colo. 
nc'-AR's  Aviation  Weath- 
er Development 
Laboratory  hopes 
to  use  VBNS  to  aid 
aviation    by  im- 
pi'oving  the  ability 
to  predict  killers 
such  as  wind  sheai' 
and  ice  storms.  That 
project,  however,  is  en- 
dangered by  expected 
cutbacks  in  fimding  by 
the  Federal  Aviation 
Administration,  says 
William  P.  Mahon- 
ey,   the  aviation 
lab's  manager. 

In  Urbana- 
Champaign,  111., 
Erik  Jakobsson  is 
studying  what  he  '» 
calls  "a  violent  K^ 
electrical  microstorm" 
at  the  boundary  be- 
tween a  human  cell 
membi'ane  and  the  ob- 
jects around  it.  It  can 
take  1,000  hours  of 
calculations  on  a  Cray 
supercomputer  to  cre- 
ate just  one  simulation 
of  what  is  happening 
at  the  molecular  level,  according  to  Ja- 
kobsson, a  senior  research  scientist  at 
the  National  Center  for  Supercomputing 
Applications.  Such  research  could  help 
identify  environmental  hazards  by  fig- 
uring out  which  chemicals  are  most 
likely  to  be  absorbed  by  human  tissue. 
"Right  now  we're  cooperating  with  oth- 
er- labs  in  the  mode  of  sending  E-mail," 
Jakobsson  says.  "What  we're  looking 


for  now  is  the  next  step:  a  virtual  lab- 
oratory where  people  could  interact  as 
though  they  were  in  the  same  place." 

By  the  tui-n  of  the  centui-y,  when  the 
NSF  contract  ends,  speeds  on  the  vbns 
should  rise  sixteenfold,  to  2.4  gigabits' 
per  second.  MCI  scientists  are  hoping  to 
achieve  those  rates  without  resorting  to 
untested,  ex]3ei-imental  technology.  In  to- 


Way  Cool  Science  on  the 
Next  Internet 

vBNS  connects  five  U.S.  supercomputing  centers  at  a  blazing  155  mil- 
lion bits  of  data  per  second.  The  new  network  is  funded  by  the  Nation 
al  Science  Foundation  and  operated  by  MCI  Communications 


PinSBURGH 
SUPERCOMPUTING 
CENTER 

Simulation  cf 
Shoemaker-Levy 
comet  crashing 
into  Jupiter 


NATIONAL  CENTER 
FOR  ATMOSPHERIC 
RESEARCH 

Boulder,  Colo. 
3-D  display  of 
heavy  rain  (yellow 
blob)  on  approach 
to  airport 


NATIONAL  CENTER  FOR 

SUPERCOMPUTING 

APPLICATIONS 

Urbana-Champaign,  III. 
A  scorpion  venom 
molecule  descends  on  a 
human  cell  molecule 


day's  network,  all  the  equipment  is  off- 
the-shelf  Data  fly  out  of  supei"computei-s 
and  are  assembled  into  Internet-style 
packets  by  router's  made  either  by  Cisco 
Systems  Inc.  oi-  a  startup  called  NetStar 
Inc.  Almost  instantly,  the  packets  are 
furthei'  packaged  into  asynchi'onous-trans- 
fer-mode  (atm)  cells  by  switches  from 
Cisco's  Lightstream  unit.  Then  they  hit 
MCl's  netwoi-k,  passing  through  cities  such 


as  Denvei-,  Houston,  and  Washingt 
Tlie  cells  wliiz  tlu'ough  optical-fiber  t 
mission  geai*  fi'om  Northeni  Telecom  L 
and  ATM  switches  from  General  Da! 
Comm  Industries  Inc.  Ti-aveling  at  t\ 
tliirds  the  speed  of  light,  a  bit  can  en 
the  country  in  Kuth  of  a  second. 

For  the  NSF,  the  state-of-the-art  vi 
is  a  smooth  segue  from  NSF  Net,  wliicl 
■^^■■■■■■■■i  the  45-megabit-per-s 
ond  backbone  of  t 
U.  S.  poilion  of  t 
Internet.  Now  that  i 
Internet  has  beco 
routine  technology,  1 
NSF  is  reducing  dii- 
support  for  it  and  t 
ing  its  users,  such 
universities,  to  sati 
then-  networking  ne( 
tlii'ough  private  com 
nies.  Wliile  some  fu 
ing  will  continue, 
Net  officially  expires^ 
the  end  of  April. 
TEST  BEDS.  VBNS  n 
be  three  times  as  f 
as  the  NSF  Net  ba 
bone,  but  it's  actui; 
slower  than  anotl 
NSF-funded  proje 
the  so-called  giga 
test  beds.  Those 
gional  networ 
named  Aurora,  Ca 
Blanca,  and  Neet 
ran  at  622  megab 
per  second  a 
u]).  Funding 
them  also  nms  ( 
this  year.  The  c 
fei-ence  is  that  t 
test  beds  wm 
mainly  for  expe 
ments  with  hij 
speed  network  equ 
ment  and  softwa 
while  VBNS  is  aim 
more  at  finding  ut 
for  relatively  well-ti 
ed  technology. 

If  this  all  sour 
rather  spacey,  so  c 
the  World  Wide  ^\ 
of  interconnected  co 
puters  a  couple 
yeai-s  ago,  notes  Ralph  Z.  Roskies,  co- 
rector  of  the  Pittsbm-gh  Supercompi 
ing  Center.  Says  Roskies:  "What  we 
tiying  to  do  here  is  a  similai-  thing  but' 
the  high  end,  coupling  very  fast  comp 
ers  together."  In  a  few  yeai's,  3-D  sin 
lations  of  wind  shears  and  cell  me 
branes  may  be  as  routine  as  E-miul  li'i 
the  boss. 

By  Peter  Coy  in  New  Yc 


CORNELL  THEORY 
CENTER 

Ithaca,  N.  Y. 
Model  of  enzyme 
that  decomposes 
neurotransmitters 
after  their  work 
is  done 
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Software 


Minter. 


CA9()s 


CA's  Computing 
Archirecnire 
For  The  90s. 


Domestic  and  foreign  circulation, 
numismatic  and  precious  metal  coins 
tokens,  medals  and  trade  dollars. 
Gold  refining  and  bullion  production. 
The  Royal  Canadian  Mint  is  in  the 
business  of  making  money. 

And  Computer  Associates  helps 
them  save  it  with  ACCPAC"  Plus. 
lohnUberig,  ClOofthe 
Mint,  reports  "it  costs  far 
less  than  its  mainframe 
predecessor  and  has  a 
small  fraction  of  the 
maintenance  fees.  We  now  have  more 
efficient  financial  information  process- 
ing at  a  reduced  cost." 

ACCPAC  Plus  helps  the  Mint  be 
responsive  and  profitable.  "ACCPAC 
Plus  gives  us  the  ability  to  access, 
report  and  analyze  information  in  the 
system,  with  full  multicurrency 
capability  and  rapid  data  entry.  The 
powerful  reporting  in  ACCPAC  Plus 
allows  access  to  the  financial  data  in  a 
more  complete,  understandable  and 
timely  fashion." 


John  Uberig,  CIO  OF 
The  Royal  Canadian  Mint,  uses 
CA-ACCPAC  Rus  td  deliver 

•    AN  AODUNTING  solution 

that's  right  on  the  money. 


ACCPAC  Plus 
also  enables 
prompt  invoicing 
and  payment 
processing.  All  of 
which  makes  for 
efficient  customer  service  and  supplier 
relations.  Yet  another  reason  why  the 
Mint  has  been  a  Computer  Associates 
customer  for  years. 

No  wonder  when  Mr.  Uberig  was 
asked  to  comment  on  ACCPAC  Plus, 
his  repl\'  was:  "It's  as  good  as  gold." 

QOMPUTER 
riSSOCIATES 

Soffware  superior  by  design. 


©  1994  Computer  Associates  International,  Inc.,  Islandia, 
NY  11788-7000.  1-800-225-5224.  All  product  names  refer- 


Developments  to  Watch 


EDITED  BY  PETER  COY 


A  NEW  SPIN  ON 
DISPUY  SCREENS 

THOSE  TWIRLING  GLITTER 

balls  hanging  over  disco 
dance  floors  may  soon 
have  a  Wgh-tech  counter- 
part. Advanced  Laser 
Technologies  Inc.  in  Moor- 
park,  Calif.,  is  developing 
a  display  for  computers 
and  televisions  that  uses 
laser  beams  bouncing  off 
the  36  sides  of  a  small, 
spinning  polygon.  A  proto- 
type of  the  Thinline  dis- 
play is  monochi'ome  and 
4'A.  inches  thick  with  VGA- 
quality  resolution,  but  in- 
ventor and  ALT  sharehold- 
er Donald  C.  Conemac 
says  it's  possible  to  make 
a  full-color  ver-sion  that's  1 
inch  thick,  with  lenses 
that  naiTow  the  laser  spot 
to  give  resolution  superior 
to  anything  achievable 
with  liquid-ci-ystal  displays 
or  cathode  ray  tubes,  alt 
hopes  to  use  the  core 
technology  in  other  prod- 
ucts, including  a  device 
that  could  compress  video 
images  300  to  1. 

Those  are  huge  claims, 
but  Advanced  Laser's 
patented  approach  seems 
promising.  The  polygon's 
facets  are  tilted  so  that 
each  one  directs  light  to  a 
different  stripe  on  the 
screen.  As  the  polygon 
spins,  each  part  of  the 
screen  is  lit  up.  A  control- 
ler tells  the  laser  when  to 
fire,  while  electiical  puls- 
es delivered  to  a  pair"  of 
crystals  deflect  the  laser 
beams  sideways  and  up 
and  down.  An  executive 
at  one  large  potential  cus- 
tomer, who  declined  to  be 
identified,  says  Advanced 
Laser  has  solved  prob- 
lems that  stumped  other 
companies  that  experi- 
mented with  laser  dis- 
plays: "There's  a  lot  that's 
not  in  the  patent,  I  guar- 
antee you,"  he  says. 


PLANTS  THAT  CLEAN  A  MESS  OF  MESSES 

plants  that  usually  don't  get  much  respect — LIKE 

cattails  and  ragweed — are  coming  into  their  own  as  low- 
cost  pollution  vacuums.  Using  vegetation  to  soak  up 
toxic  wastes  was  proposed  in  1980  by  Rufus  Chaney,  a 
U.  S.  Agriculture  Dept.  agr-onomist.  But  the  idea  caught 
on  only  in  the  past  few  year's,  says  Douglas  D.  Randall, 
a  Univer'sity  of  Missouri  biochemist  and  co-organizer  of 
a  conference  in  April  that  attr-acted  35  r-esearchers  from 
around  the  world. 

Chevron  Cor*]).,  for  instance,  is  using  cattails  to  soak 
up  selenium  discharged  fi-om  its  Point  Richmond  (Calif.) 
oil  r-efinery  (photo).  Some  of  the  selenium  is  expelled  into 
the  air  in  nontoxic  quantities.  Cattails  containing  seleni- 
um can  be  r-eaped  and  spr-ead  over  soil  that's  deficient  in 
the  metal.  That  should  cost  a  ft'action  of  the  hundr*eds  of 
millions  of  dollar-s  that  would  be  r-equired  to  dredge  and 
bury  or'  bm'n  the  sediments,  according  to  LIniver'sity  of 
Cahfor-nia  at  Ber'keley  plant  biologist  Nor-man  Ter-ry. 

In  Ukr-aine,  Ilya  Raskin,  a  Rutgers  University  bio- 
chemist, is  testing  the  Indian  mustar'd  plant  to  soak  up 
r'adioactive  wastes  from  soil  near  the  Chernobyl  nuclear- 
power  plant.  And  in  Athens,  Ga.,  Envir'onmental  Pr'otec- 
tion  Agency  r'esear-chers  are  studying  how  plants  such 
as  parrotfeather  and  stonewort  can  soak  up  and  decom- 
pose TNT. 


WILL  SERENITY 
COME  TO  THE 
FACTORY  FLOOR? 


NEXT  TIME  you're  FEELI 

deafened  and  defeated  bj 
noisy  vacuum  cleaner  or 
frigerator;  ponder'  the  goi 
of  Korean  temple  beUs.  Th< 
huge,  bar-T'el-shaped  wond 
vibr'ate  much  like  the  cyl 
drical  metal  casings  on  no 
machinery  such  as  r-efiige 
tion  and  heat  pump  compr 
sors.  By  understanding  h 
the  bells  pr-oduce  therr  d( 
sounds,  Piuxlue  Univer'sity 
gineering  professor  Wen 
Soedel  thinks  he  can  r-edi 
mechanical  racket. 

To  fathom  the  bells,  S 
del  cr-eated  a  simpUfied  ma 
ematical  model,  described 
the  June  issue  of  the  Ja 
nal  of  Soimcl  &  Vibratu 
His  foi'mulas  suggest  that 
bells'   I'hj/thmic  resonar 
comes  fi'om  the  uneven  disi 
bution  of  or-namental  car-vii 
on  the  bells'  exterior.  Jus' 
slight  deviation  from  ax 
symmetry  creates  the  be 
ing  effect  that  pleases  the 
in  a  mountain  retreat  but  ( 
cause  hearing  disor'ders 
the  factory  floor.  By  aidini 
moi'e  even  distr-ibution 
mass  in  machinei'y  casin 
Soedel's  formulas  could 
duce  the  noise — and  maj 
resolve  a  modem  koan:  Wl 
causes  the  sound  of  one  co 
pressor  clanging  


THESE  HEALTH  NUTS 
REALLY  DO 
LAST  LONGER 

UNIVERSITY    OF  FLORIDA 

r'esearchers  have  br-ed  a  pea- 
nut that  has  a  shelf  life  meas- 
ur'ed  in  years  rather  than 
months  ar.d  may  even  lower 
cholesterol.  That's  good  news 
for  peanut  '  endors:  The  nut's 
r'eputation  as  a  high-fat  snack 
pr'ompted  Delta  Air  Lines 
Inc.  in  1993  to  add  pr-etzels 
as  a  healthier  alternative 
snack  on  its  flights. 


The  new  br-eed,  SunOleic 
95R,  offer's  not  less  fat, 
but  a  better'  mix  of  kinds 
of  fat.  Some  80%  of  its 
fatty  acids  are  mono- 
unsatui'ated,  compar'ed 
with  50%  in  a  normal 
peanut.  It's  lower-  in 
polyunsatUT'ated  fats 
and  doesn't  > 
stale  from  expo- 
sure to  oxygen, 
which  accounts  for  its  longer 
shelf  life,  accor'ding  to  its  de- 
veloper's, Florida  professors 
Daniel  W.  Gorbet  and  David 
A.  Knauft. 


Rachel  Shi 
man,  a  biochenr. 
-  at  the  Univers 
of  Florida,  cond 
ted  a  study 
year  on  18  postmei 
pausal  women, 
found  that  those  w 
were  on  a  low- 
diet  and  ate  Si 
Oleic  95R  peani 
had  a  10%  decline 
low-density  lipoproteins, 
"bad"  cholesterol.  T 
women's  LDL  also  resisted 
idation,  which  leads  to  art 
ial  plaque. 
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YOU  KNOW  ALL  ABOUT  THE 
LAST  DAY  IN  JOHN  KENNEDY'S 
UFE.  BUT  WHAT  ABOUT 
THE  16,979  DAYS  BEFORE  IT? 

May  29th,  1917.  Rose  Kennedy  of  Brookline,  Massachusetts 
gives  birth  to  her  second  son,  John  Fitzgerald  Kennedy.  July  23, 
1935,  JFK's  acceptance  letter  from  Harvard  arrives  in  the  mail 
August  2, 1943,  PT-109,  with  JFK  on  board  as  commander,  is 
sunk  by  a  Japanese  destroyer  May  6, 1 957,  "Profiles  in  Courage", 
written  by  JFK,  is  awarded  the  Pulitzer  Prize  for  biography. 
January  20, 1961,  he  becomes  the  youngest 
elected  President  of  the  United  States. 
At  The  New  Museum  at  the  John  F. 
Kennedy  Library,  these  are  just  a  few  of  the  many  important  days  you'll  learn 
about  in  the  life  of  our  35th  President.  As  you  ivatch  rare  footage  of  a  football  ^1^^^ 

Z'^'^^     Hyannis  Port,  stand  in  the  middle  of  a  mock  TV  studio,  listen  to  real  speeches 
^  ^  ^  '^^Jr  ^  ^^^^  interviews,  and  study  old  photos,  you  'II  hear  yourself  repeat  over  and  over,  "I  didn't 
,  know  that.  "  The  fact  is,  you'll  come  away  just  as  many  Americans  did  after  meeting 
JFK  for  the  first  time:  with  a  renewed  passion  and  vigor  for  American  politics.  Why  not 


call  us  at  617-929-4523  to  learn  more.  Then  plan  to  visit  us.  It  will  be  a  day  you  won't  soon  forget. 


THE  NEW  MUSEUM  AT  THE  JFKUBRARY 


Your  sales  manager  say^ 
"Quit  advertising  and 
give  me  more  people; 

Go  alieatl.  But  remeniLer,  tliere's 
not  a  sales  force  on  eartli  tliat  can  call 
on  eveiyone. 

In  lar^e  or  geograpliically  dispersed 
■    J     mar  kets,  it  s  vir  tuallv  impossible  to 
"'''^t       locate,  let  alone  call  on,  all  prospects. 
^       Even  witliin  a  single  large  company, 
it  s  tougli  to  reach  all  potential  liuyers 
ol  vour  product.  And  with  a  sales  call 
costing  nearly  $300  today,  it's  certainly 
not  cost-efficient. 

But  advertising  Kelps  find  wou  Id-Le 
purchasers  and  gets  tliem  to  identify  them- 
selves. A  recent  study  hy  the  Advertising 
Research  Foundation  and  the  /Vmerican 
Business  Press  proves  that  advertising  trans  lates 
directly  into  sales  leads.  During  a  112-month 
campaign,  a  product  advertised  at  low  levels 
received  3.^5  inquiries  |ier  thousanc  l.Wl  len 
advertised  at  high  levels,  inquiries  reached 
5./b  per  thousand. 

Advertising  gets  your  company s 
message  in  front  of  new,  interested 
prospects.  Discontinue  advertising  and 
you  lose  all  coninumication  with  them. 
Don  t  he  sold  on  such  a  dangerous 
act.  For  more  informaticm  on  how  advertising 
reaches  the  prospects  you  need,  write  the 
American  Association  of  Advertising  Agencies, 
Dept.  Z,  666  Third  Ave.,  New  York,  NY 

10017-4056. 

AAAA/ABP/AIUA 

AiiK'iic  an  Assiii  mIkhi  i  iI  ,\i        lisn  ij^  A^i'iu  R-s 
/Sinciican  Biisiiiess  Press 
,\ss()(~iaii()n  of  Naiional  A<l\'ertisers 
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Ixplore  A  New  World  Of  Technology 


ie  1995  Business  Week  Conference  on  the  Virtual  Office: 

npact  and  Implementation 

w  can  you  make  the  virtual  office  a  profitable  reality  for  your  company?  Join  Business  Week  and 
croAge  Infosystems  Services  for  this  premier  industry  gathering,  and  give  your  company  a  virtual  lift. 

le  27-28,  1995  Presented  in  association  with: 

:Graw-Hill  World  Headquarters 
ckefeller  Center 
?w  York,  New  York 
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COMPUTERS 


WHERE  COMPAQ'S 
KINGDOM  IS  WEAK 

In  laptops  and  home  PCs,  the  monarch  doesn't  rule 


When  Compaq  CEO 
Eckhai-d  Pfeiffer 
took  over  Z% 
years  ago,  he 
had  a  bold  but  simple  plan 
to  put  the  troubled  per- 
sonal computer  maker 
back  on  top:  slash  prices, 
expand  distribution,  and 
snap  up  market  share.  It 
worked  better  than  any- 
one imagined.  Compaq 
blew  by  rivals  and,  with 
$10.9  billion  in  revenues, 
is  king  of  pc  makers. 

But  all  is  not  well 
around  Compaq  Computer- 
Corp.'s  Houston  castle. 
The  company  is  stronger 
than  ever  in  its  core  busi- 
ness of  selling  desktop  PCs 
and  network  servers  to 
businesses,  but  it's  under- 
performing  in  two  critical 
markets — laptops  and  home  PCs.  Be- 
cause it  failed  to  get  new  models  out, 
Compaq  last  year  lost  the  top  spot  in 
laptops  to  Toshiba  Corp.  In  the  sizzling 
consumer  market,  Packard  Bell  Elec- 
tronics Inc.  overwhelmed  Compaq — sell- 
ing 787,000  home  PCs  in  the  fourth  quar- 
ter vs.  Compaq's  549,000,  says  cs  First 
Boston  analyst  J.  William  Gurley.  Unless 
Compaq  performs  better  in  these 
gi-owth  businesses,  it  may  not  achieve 
Pfeiffer's  next  goal:  to  reach  $30  billion 
in  sales  by  2000  and  eventually  grab 
twice  the  market  share  of  its  nearest 
competitor. 

BIG  QUESTIONS.  It's  far  from  panic  time. 
Compaq's  first-quarter  sales  jumped 
30%,  to  $2.96  biUion,  while  the  rest  of 
the  industry  grew  around  20%.  But 
earnings  for  the  quarter  were  flat,  and 
Compaq  stock  trades  at  about  39,  13% 
off  its  52-week  high.  The  big  concern 
is  the  short-term  impact  on  earnings 
from  a  massive  transition  to  new  models 
across  the  company's  product  lines. 
There  are  also  questions  about  how 
quickly  Compaq  can  turn  around  the 
home-PC  and  laptop  businesses. 


NO  PANIC:  Pfeiffer  is  betting  on  the 
power  of  Compaq's  brand  name 

So,  Pfeiffer  is  hatching  some  new 
plans  to  get  Compaq  firing  on  all  cylin- 
ders. There's  a  companywide  reengi- 
neeiing  effort  that  includes  a  new  infor- 
mation system  to  speed  up  the  process 
of  turning  signals  from  the  market  into 
new  models  and  getting  those  models 
into  production  as  soon  as  possible.  In 


desktops  and  servers,  it's  business 
usual:  a  barrage  of  new  products  lar^ 
vrith  advanced  features.  But  in  lapt| 
and  consumer  lines,  Pfeiffer  is  takin| 
new  tack.  He's  betting  that  in  both  nj 
kets,  brand  name,  competitive  pric: 
and  consistent  availabihty — rather  t. 
whizzy  technology  requiring  costly 
hard-to-come-by  new  components — i 
keep  market  share  on  the  rise.  ' 
want  to  adapt  fully  to  the  consu 
market,"  says  Pfeiffer,  who  started 
career  selling  calculators  for  Texas 
struments  Inc. 

At  the  heart  of  the  new  plan  is  a 
ly  mlical  departui'e  for  Compaq, 
decade  of  telling  customers  its  engine 
ing  and  manufacturing  prowess  ai'e 
distinguish  it  from  ordinary  PC  clo' 
makers,  Compaq  has  announced  pi 
to  buy  laptop  and  consumer  pes  ft' 
Taiwanese  subcontractors.  Under  agi 
ments  announced  in  Februaiy  and  A] 
Inventec  Group  and  Mitac  Intematic 
Corp.  will  provide  multimedia  lapt 
and  home  PCs,  respectively.  And  th 
only  a  start.  "This  isn't  a  one-shot  c 
but  rather  a  continuous  effort,"  says 
tac  Chaii-man  Matthew  Miau.  Adds  Pi: 
fer:  "We're  opening  up  and  are  very 
ceptive  to  new  proposals." 

By  tapping  these  outside  supplic 
Compaq  can  quickly  and  economic;] 
fill  holes  in  its  product  line  and  m; 
sui-e  it  has  enough  inventory  on  ham 
keep  store  shelves  filled — a  chr 
problem  for  the  company  in  1994.  Th| 
are  risks  to  the  plan — big  ones.  C| 
sumers  may  not  want  to  buy  a  Mi 
even  with  a  Compaq  nameplate. 
they  may  be  unwilling  to  give  up 
latest  features  just  to  get  the  Com]| 
name.  After  all,  one  reason  Packai'd 
cleaned  up  last  Christmas  was  tha: 
was  selling  Pentium-based  machi 
against  Compaq's  486-based  lineup. 

Even  now,  Compaq  is  a  step  behi 
The  company  says  half  of  its  shipme 
will  be  Pentium  models  by  July,  but 


Compaq's  Two 
Laggards... 
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...And  How  to 
Improve  Them 

INCREASED  OUTSOURCING  To  ci 

costs,  Compaq  will  buy  multimedia 
laptops  and  low-end  home  PCs  fror 
Taiwanese  subcontractors 

FEWER  GEE-WHIZ  PRODUCTS  In 

stead  of  focusing  on  the  latest  bell 
and  whistles,  Compaq  will  push  PC  : 
that  don't  require  exotic  compo 
nents  that  are  often  in  short  supply 


DATA:  BUSINESS  WEEK,  COMPANY  REPORTS 


•il 


vlBIOSiS  IS  DEFINED  a$ 

I  organisms  living  together  in  a 
Jtially  beneficial  relationship, 
ause  the  term  describes  so  well 
way  ovjr  company  works  with 
srs.  we  ma*je  it  the  foundation 
iir  name.  Part  of  the  Hyamdai 
ily  now,  Syml^ios  Logic  is  the 
ner  NCR  Microelectronic  , 


Products  Division  of  AT&T  Global 
Information  Solutions  Company. 
We  design  solutions  for  moving  and 
storing  data.  Which  means  our 
ideas  have  to  work  with  someone 
else's  ideas.  Our  products  have  to 
liinction  alongside,  or  as  an  integral 
part  of  another  company  's  products. 
W'e  think  the  people  who  create 


the  products  have  to  work  the 
same  way.  Together.  If  you'd  like  to 
know  more  about  a  company  with 
that  kind  of  miiid-set/call  us 
at  l-80(>334-5454,  and  we'll  talk. 
Our  haiife  is  new.  But  it  reflects  a 
long-held  philosophy. 
It's  who  we  are. 

IT'S  HOW  WE  think: 


Our  Business  11 

Do  What  YovL  Tk 


ing¥)urs* 
...Even  Better. 


Your  business  has  a  good  foundation.  Now  it's  time  to 
build  on  it.  But  you  could  be  serving  your  clients  in  ways  you 
haven  t  yet  dreamed  of.  And  we  can  help.  We  go  beyond  creative 
financing  by  providing  innovative  solutions  to  all  kinds  of 
business  needs.  Like  helping  a  circus  move  across  the  country 
by  supplying  the  needed  vans  and  flatbeds  through  a  flexible 
one-way  rental  program.  Or  helping  a  company  solve  technolog- 
ical problems  with  its  computer  network,  and  tap  into  global 
markets  by  creating  administrative  software  to  alloiv  the  service 
of  global  customers. 

At  GE  Capital,  were  24  diversified  businesses.  Each  one 
devoted  to  helping  you  build  your  business- so  you  can  do  luhat 
you  do  best... even  better.  To  find  out  more,  call  1-800-243-2222. 


GE  Capital 

Our  Business  Is  Helping  Yourf 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  EMPLOYERS  REINSURANCE  CORPORATION 
EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII) 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •   MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 


Information  Processing 


vals  are  well  ahead  in  the  move  to  the 
faster  chip.  In  laptops,  Compaq  execs 
concede  that  they  won't  come  up  with 
the  models  they  need  to  retake  the  mar- 
ket lead  until  1996.  "I  don't  know  if  it's 
arrogance  or  someone  is  asleep  at  the 
switch,"  says  Rodney  Keller,  a  former 
Compaq  mai'keting  exec  and  now  a  Dig- 
ital Equipment  Corp.  vice-president. 
"It's  not  that  you  always  have  to  have 
the  sharpest  feature  set,  but  you  can 
only  ride  brand  name  for  so  long." 

Compaq's  response?  "Not  everything 
hinges  on  whiz-bang  technology.  You  also 
have  to  have  the  product  available,"  says 
laptop  mai'keting  manager  Sharon  Fran- 
cia.  "We  don't  want  to  be  waiting  around 
like  last  year,"  when  shortages  of  screens 
and  custom  chips  helped  delay  the  lte 
EUte  laptop  by  six  months. 

As  Compaq  tries  to  get  the  most  out 
of  its  highly  regarded  brand  name,  the 
company  is  also  out  to  discredit  Pack- 
ard-Bell's. On  Apr.  10,  it  brought  a  civ- 
il suit  charging  Packard  Bell  with  re- 
using parts  from  returned  PCs  in  new 
products.  Not  only  did  Packaixl  Bell  out- 
line the  practice  in  the  prospectus  for  an 
aborted  1992  public  offering,  it  says  it 
hasn't  gotten  any  complaints.  "If  there 
was  any  customer  backlash,  we  would 
have  heard  about  it — and  we  haven't 
heai'd  a  thing,"  says  Alan  C.  Bush,  pres- 
ident of  Tandy  Corp.'s  Computer  City 
superstores,  a  major  Compaq  and  Pack- 
ard Bell  outlet.  Says  Packard  Bell  CEO 
Beny  Alagem:  "Compaq's  trying  to  cre- 
ate doubts  among  our  customers." 
NO  WORRIES?  Compaq's  biggest  threat 
may  not  be  from  Packard  Bell  but  from 
Intel,  which  has  been  instrumental  in 
the  home-PC  leader's  success.  By  de- 
signing prototype  motherboai'ds  that  in- 
corporate its  latest  chips  for  PC  mak- 
ers, Intel  allowed  Packard  Bell — as  well 
as  Dell  and  Gateway  among  others — to 
bring  out  new  models  quickly  and 
cheaply.  That's  how  these  companies 
jumped  into  the  Pentiimi  business  ahead 
of  Compaq,  which  designs  its  own  moth- 
erboards. Now,  say  industry  sources, 
Intel  has  motherboard  designs  for  mul- 
timedia PCS  and  network  servers,  too. 

Pfeiffer  says  he's  not  worried.  He 
compares  the  doubts  now  to  those  that 
clouded  the  company  three  years  ago. 
Back  then,  few  industry-watchers  fig- 
ured Compaq  could  really  take  on  com- 
panies such  as  Dell  Computer  Corp. 
with  new  low-price  products.  "I  kept 
meeting  with  the  heads  of  major  resell- 
ers, telhng  them,  'You  have  to  be  pa- 
tient, we'll  deliver,' "  says  Pfeiffer.  Next 
stop:  $30  bilhon. 

By  Peter  Burrows  in  Houston,  with 
bureau  reports 


HEWLEn-PACKARD 
HEADS  FOR  THE  HOME 


As  if  Compaq  Computer  Corp. 
didn't  have  enough  headaches,  it 
now  can  count  $25  bilhon  Hew- 
lett-Packard Co.  among  its  rivals  in 
the  home  PC  market.  The  computer 
and  scientific-instruments  giant, 
which  has  already  made  a  stunning 
comeback  in  office  PCs,  announced 
plans  in  mid-April  to  go  after  con- 
sumers, too. 

hp's  first  consumer  PCs,  with 
prices  ranging  from  $1,699  to  $2,299, 
not  only  undercut  Compaq's  Presario 
offerings  but  very  nearly  match 
those  made  by  con- 
sumer-pc  leader 
Packard  Bell  Elec- 
tronics Inc.  The  ma- 
chines are  available 
only  in  Circuit  City 
stores  now,  but  come 
summer,  hp  plans  to 
roll  out  a  whole  new 
series  of  home  PCs 
through  virtually 
every  major  consum- 
er-electronics chain. 
"I  really  want  to  get 
into  the  top  three  in 
retail  as  fast  as  we 
can,"  says  Hany  W.  McKinney,  gen- 
eral manager  of  the  company's  Home 
Products  Div. 

Already,  HP  has  become  a  PC  force 
to  be  reckoned  with.  Riding  the  pop- 
ularity of  its  laser  and  ink-jet  printer 
lines,  it  sailed  into  computer  stores 
last  year.  Thanks  to  four  price  cuts 
since  August — the  last  two  leading 
the  industry  for  the  first  time — hp  is 
growing  faster  than  any  other  per- 
sonal computer  maker,  nearly  dou- 
bling worldwide  sales  last  year,  to 
1.2  milHon  units.  In  North  America 
alone,  hp  has  seen  unit  sales  jump  to 
nearly  five  times  1992  levels  (chart). 
Selhng  chiefly  to  corporate  custom- 
ers, it  has  become  the  ninth-largest 
supplier  in  just  two  years.  Says 
International  Data  Corp.  analyst 
Bruce  Stephen:  "They're  on  a  roll." 

The  push  into  the  home-PC  market 
should  keep  the  momentum  going.  To 
appeal  to  consumers  who  are  expect- 
ed to  buy  10  million  PCs  this  year,  hp 
will  field  machines  that  sport  sleek 
profiles,  bright  colors,  and  fast  set-up 
times — hp's  motto  is  "Fun  in  Fifteen 


HP'S  PC  SALES: 
SMALL  BUT  ZOOMING 


Minutes."  But  more  than  anything 
else,  HP  will  be  counting  on  its  nami 
"HP  has  a  strong  reputation  for  qual 
ity,  reUabiUty,  and  technology  leader 
sliip,"  says  Kenneth  W.  Beaver,  Cir- 
cuit City  Stores  Inc.'s  national 
merchandising  manager. 
ROUGH  MARKET.  Brand  name  is  one 
thing,  but  consumer  marketing  is 
quite  another  Heavyweights  such  aS 
IBM  have  spent  bilhons  of  dollars  to 
win  over  the  consumer-electronics  j 
crowd.  And  even  though  hp  has  sold 
calculators  to  consumers  for  decades 
it  has  never  been 
known  for  mount- 
ing stellar  con- 
sumer marketing 
campaigns. 

Still,  hp  has  bee 
quietly  working  to 
prepare  for  the 
rough-and-tumble 
home-PC  market. 
For  one  thing,  it  n 
longer  has  any  re 
ligious  feelings 
about  in-house 
manufacturing.  Th 
company  uses  sci 
Systems  Inc.  in  Huntsville,  Ala.,  to 
build  basic  "subsystems"  to  which  h 
simply  adds  disk  drives  and  other  i. 
components.  Moreover,  hp  is  nearly 
finished  with  creating  a  "build-to-or- 
der" program  that  keeps  inventory 
costs  down  and  gives  retailers  the 
machines  that  they  want,  even  on 
short  notice. 

HP  has  also  managed  the  tricky 
process  of  pleasing  dealers.  Its  di- 
rect-sales force  lets  resellers  fulfill 
large  corporate  orders.  And,  so  far, 
HP  has  avoided  the  typical  retailing 
fmix  pas — leaving  dealers  with  an 
excess  of  slow-selHng  products  or, 
worse  yet,  a  short  supply  of  hot 
products.  That  should  give  retailers 
reason  to  provide  hp  prominent  shel 
space.  Indeed,  Computer  City  Presi 
dent  Alan  C.  Bush  thinks  a  year 
from  now,  hp  will  join  Compaq  and 
Packard  Bell  as  the  top  three  home 
PC  sellers  at  retail.  "The  only  ques- 
tion," Bush  pointedly  adds,  "is  what 
order  they'll  be  in." 

By  Robert  Hof  in  Palo  Alto,  Cali] 
with  Peter  Burrows  in  Dallas 


'93  '94 
DATA:  INTERNATIONAL  DATA  CORP. 


rhe  refers  o^wusiness  Week  have  recognized  twelve  distinguished  advertisers  for  creates 
)est  remgHfoered  corporate  campaigns  of  1994. 


rhe  winners  were  determined  based  on  1994  advertising  readership  scores  compiled  for 
Business  Week  by  Roper  Starch  Worldwide,  Inc.  Roper  Starch  is  an  independent  research  firm 
md  the  acknowledged  readership  measurement  standard  for  the  print  industry. 

Representative  ads  of  the  winning  campaigns  are  shown  on  the  fallowing  pages.  ^ 


\s  Business  Week  celebrates  the  tenth  anniversary  of  the  awards  program,  it  proudly  recognizes 
:hese  companies  for  excellence  in  corporate  advertising. 
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CONSUmNG 


Robert  B.  Palmer  President  &  CEO 
Ciociola  &  Company  New  York,  NY 


Allen  Freedman  Chairman  &  CEO 
Ciociola  &  Company  New  York,  NY 


Louis  V.  Gerstner  Jr.  Chairman  &  CEO 
Wells  Rich  Greene  BDDP  New  York,  NY 


Richard  B.  Fisher  Chairman  &  CEO 
Brouillard  Communications  New  York,  NY 
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REPRENEURS 


UARDIAN  OF  THE 
AMOUS  AND  THE  DEAD 

it  to  put  James  Dean  on  a  T-shirt?  Better  see  Mark  Roesler  first 


|hey  are  indelible 

images  of  Ameri- 
ca: James  Dean 

brooding.  Babe 
swinging  at  the 
.  Vince  Lombard! 

ng  a  gap-toothed 

Fred  Astaire  and 
ir  Rogers  dancing 
c-to-cheek. 
sters  and  figurines 
hese  and  other 
rican  legends  are 
lly  displayed  in  the 
?s  of  Curtis  Man- 
lent  Group.  But 
in  a  warehouse 
he  spoils  of  a  war 
^  waged  over  the 

same  icons:  James 
1  knockoff  dolls 
China,  Spanish- 
?  clothes  bearing 
Babe's  name,  mugs 

pictui'es  of  football 
t  Jim  Thoi-pe,  Mal- 

X  hats  and  trivia 

s.  All  were  made 
out  the  consent  of 
ieceased  celebrities' 
lies.  "There  was  a 

when  people  were 
ing  anything  they 
ted  using  Elvis, 
2S  Dean,  and  Babe 
1  to  sell  their  prod- 
'  says  Curtis  CEO 
k  A.  Roesler  "Not 
nore." 

ot  if  Roesler  has  anything  to  say 
it  it.  The  39-year-old  head  of  India- 
)lis-based  Curtis  has  emerged  as  the 
7it  terrible  of  a  growing  global  niche 
ket — enforcing  exclusive  merchan- 
ig  rights  on  the  use  of  dead  leg- 
5  in  ads  and  promotions.  His  10- 
•-old  firm  earns  almost  $10  million  a 
•  by  prowling  the  world  foi-  poachers 
imericana.  Roesler  also  represents 
1  Uving  celebrities  as  Sandra  Dee, 
her  Whitey  Ford,  and  slugger  Har- 
Killebrew — not  to  mention  the  Hol- 


HOOSIER  AT  HOME 


/.s  0  ivhiz  at  nabbing  licensing  violators 


lywood  'Walk  of  Fame,"  the  city  of  Bev- 
erly HiUs,  and  Texas'  famed  auto  gi'ave- 
yard,  the  Cadillac  Ranch. 

He  is  the  fii'st  to  tell  you  it's  a  rough 
enterprise  that  has  meant  waging  fero- 
cious legal  battles  fi'om  Hollywood  to 
Seoul.  "We've  built  our  business  on  be- 
ing veiy  litigious,"  he  says  almost  apol- 
ogetically. And  he  has  succeeded  be- 
cause he  fights  on  legal  terrain  that  he 
helped  establish  and  knows  better  than 
anyone  else.  In  the  1980s,  Roesler 
forced  a  British  company  to  stop  using 


Astaire's  image  to  mar- 
ket condoms  with  the 
slogan  "Don't  go  any- 
where without  your  top 
hat."  In  1992,  he  duked 
it  out  with  director 
Spike  Lee  before  the 
release  of  Malcolm  X. 
Roesler  ultimately  won 
control  of  the  rights  to 
the  suddenly  ubiquitous 
"X"  on  tee  shirts  and 
hats  for  Betty  Shabazz, 
widow  of  the  slain  black 
leader 

VICTORY.  But  Roesleris 
business  really  took  off 
after  his  1992  bout  with 
Warner  Bros.  Inc.  See- 
ing the  merchandising 
potential  in  its  film 
immortals,  Warner  filed 
a  $90  million  suit 
against  Curtis.  The 
name  and  likeness  of 
James  Dean  belonged 
to  it,  Warner  claimed — 
not  to  the  actoi"'s  family, 
which  had  hired  Curtis 
in  1984. 

Not  only  did  the 
U.  S.  District  Court  in 
Los  Angeles  rule  in 
Curtis'  favor  but  after 
the  firm  countei-sued  for 
malicious  prosecution, 
Warner  settled  for 
about  $2  million  plus  le- 
gal  fees.  The  victory 
sent  relatives  of  the  famous  flocking  to 
Indiana  and  made  Roesler's  client  list 
the  envy  of  other  trademark  and  copy- 
right fiiTns  (table,  page  113).  "The  word 
is  out,"  says  Humphrey  Bogart's  son, 
Stephen  H.  Bogart.  "Mark  will  get  you. 
He's  good.  He  knows  his  stuff."  Being 
based  in  Hoosier  country  doesn't  hurt, 
Roesler  observes:  "People  don't  take 
you  seriously  when  you're  fi'om  Indiana, 
but  they  tnist  you." 

Indeed,  though  he's  a  shark  when 
pursuing  licensing  violators,  up  close 


The  number  to  call  starts  with 


900-555- 


When  you  need  help,  one  thing  is  certain.  It  starts  with  900-555,  the  900  exchange  reserved 
xclusively  for  business.  900-55^  numbers  are  the  fastest  way  to  get  in  touch  with  Novell,  Lottis, 
Rk  >h,  A.M.  Best  Company  and  other  leading  companies  for  direct  access  to  the  business  infor- 
matior  and  technical  support  you  need,  whenever  and  wherever  you  need  it.  At  prices  you  can 
trust.  1  hat's  900-555.  It's  all  business  and  it's  only  Irom  AT&T.  For  companies  using  900-555, 
check  the  list  at  the  right.  Or,  for  a  more  complete  list,  call  1  800  655-1366,  Ext.  600. 


AT&T.  For  the  life  of  your  business.' 


^3ople 


900-555- 


er  comes  across  as  a  soft-spoken, 
spun  Midwesterner.  "Mark  is  a 
sharp  businessman,  but  he's  also 
laid  back.  He's  always  willing  to 
a  deal,"  says  Julia  Ruth  Stevens, 
^year-old  daughter  of  the  Bambi- 
ntil  Stevens  signed  on  vdth  Roes- 

1992,  she  never  earned  a  cent 
her  father's  name.  In  1995,  the 

anniversary  of  Ruth's  birth,  his 
i  will  earn  close  to  $1  million, 
er  will  circle  the  bases,  too:  He 
illy  keeps  40% 
Jo  of  any  reve- 
srenerated. 


A  CLIENT  LIST  TO  DIE  FOR 


POTATO.  To  re- 


Smie  estates  on  whose  behalf 


Curtis  Manage-    ___^9^^^Pf^]^^J!i^_9jo^f'___      Post.  The 


s  increasingly 
range,  Roesler 
the  process  of 
ing  its  name  to 
Vorldvdde.  With 
work  of  35,000 
:ts  and  a  state- 
!-art  computer 


Dean's  image  in  a  "MacTime  Rocks  On" 
campaign  to  sell  burgers  and  fries.  "In 
much  of  the  world,"  Roesler  notes, 
"James  Dean  is  bigger  than  Elvis." 

In  a  fitting  geographical  coincidence, 
Roesler  grew  up  five  rnUes  dovm  the  road 
from  Dean's  hometown  of  Alexandria,  Ind. 
The  son  of  the  local  postmaster,  he  put 
himself  through  Indiana  University  Law 
School  at  Indianapolis  by  working  as  a 
roofer  and  never  set  foot  out  of  the  state 
till  he  was  21.  In  1986,  he  married  Amy 
SerVaas,  the  daughter 
of  Beurt  R.  SerVaas, 
longtime  publisher  of 
the  Saturday  Evening 
company 


HOLLYWOOD  Ingrid  Bergman, 
Humphrey  Bogart,  James 
Cagney,  James  Dean,  Marlene 
Dietrich,  Greta  Garbo,  Edward 
G.  Robinson,  Orson  Welles 

MUSIC  Buddy  Holly,  Liberace, 
Hank  Williams  Sr. 


gave  him  the  job  of 
guarding  the  copy- 
rights on  322  magazine 
covers  painted  by  Nor- 
man Rockwell.  At  the 
same  time,  attorneys 
for  Priscilla  Presley 
hired  him  to  set  up 


ng  system,  he's   '   the  $100  miUion-a-year 


y  an  mtemation- 
kus,  particularly 
ia,  where  intel- 
il  property 
aren't  well  de 


SPORTS  Ty  Cobb,  Jack 
Dempsey,  Lou  Gehrig, 
Shoeless  Joe  Jackson,  Vince 
Lombardi,  Joe  Louis,  Satchel 


licensing  rights  for 
Elvis'  estate,  a  task 
that  took  six  years.  It 
also  put  Roesler  on 
the  road  to  riches:  He 


T    M  l  Paige.  Babe  Ruth,  Jim  Thorpe      , "f       %  . 

d.  In  Malaysia    —  '  dnves  a  Fen-an  and 


HISTORICAL  Amelia  Earhart 
Jack  Kerouac,  Will  Rogers, 
Mark  Twain,  Frank  Lloyd 
Wright,  Malcolm  X 


Japan,  he  has 
tened  action 
5t  apparel  mak- 
T  using  Dean  to 
eans  and  shoes 
ut  paying  royalties  to  Dean's  cou- 
,nd  90-year-old  father. 
South  Korea,  Roesler  has  pro- 
a  mirj-incident  between  American 
i^orean  trade  officials  by  going  after 
People.  The  company,  founded  by 
inent  entertainer  Joo  Byung-Jin, 
Dean's  name  to  sell  men's  and 
m's  fancy  underwear — and  it 
;'t  pay  royalties.  The  U.S.  Trade 
3sentative's  office  backs  Roesler, 
riding  that  his  claim  is  at  the  heart 
S.  complaints  about  theft  of  intel- 
il  property  throughout  Asia.  Joo, 
ver,  is  defiant.  He  has  filed  a  $1 
n  libel  suit  against  Roesler  in  Ko- 
nd,  according  to  Roesler,  told  U.  S. 
ssy  officials  that  he'll  pay  for  the 
)  "when  Korea  becomes  a  colony  of 
Inited  States."  The  battle  has  be- 
a  hot  potato  for  the  Korean  gov- 
snt,  which  first  ruled  against  Roes- 
ut  then  pledged  a  review  of  its 
mark  laws  to  make  sure  that  for- 
rs'  rights  are  protected, 
rtis  is  even  tangling  with  U.S. 
anies  overseas.  In  Australia,  it's 
ved  in  a  tussle  with  McDonald's 
.  for  alleged  unauthorized  use  of 


lives  in  a  palatial  home 
on  the  outskiils  of 
Indianapolis. 
MURKY.  Not  everyone 
is  enthusiastic  about 
his  work.  WMle  the  concept  of  "lights  of 
publicity"  that  heirs  can  claim  has  be- 
come well  established  in  many  state 
courts,  just  how  far  back  such  claims 
can  go  remains  murky.  Unlike  trade- 
marks, which  expire  after  a  set  period, 
"rights  of  publicity"  have  no  limit.  Indi- 
anapohs  consumer  lawyer  Steven  R. 
Hofer  contends  that  licensing  firms  such 
as  Roesler's  are  using  bullying  tactics  to 
extend  privacy  rights  forever.  "Elvis, 
James  Dean,  and  Babe  Ruth  are  part  of 
our  heritage,"  he  says.  "If  entrepren- 
eurs want  to  put  legends  on  their  prod- 
ucts and  they  can't  afford  to  pay  for  it, 
their  First  Amendment  rights  are  being 
violated." 

But  Roesler  has  a  major  ally  in  the 
U.  S.  Trade  Representative's  office, 
which  views  his  campaign  as  an  exten- 
sion of  its  global  crusade  against  piracy 
of  intellectual  property  rights.  "As  we 
fix  up  problems,  guys  Uke  Roesler  go  in 
and  pohce  the  marketplace,"  says  one 
senior  trade  official.  And  well  they 
should,  he  adds  :  "It's  our  stuff." 

By  Douglas  Harbrecht  in  Indianapo- 
lis, with  Robert  Nejf  in  Tokyo  and  bu- 
reau reports 


Here  are  just  a  few  of  the 
companies  you  can  call  for 
help  and  information: 

Novell  Technical  Services 
WordPerfect  Support 
900-555-4010 

(First  min.  free/$2  each  add'l  min.) 

State  of  Michigan 
Security  Guard  Clearance 
900-555-9700  ($5  per  call) 

STAC  Electronics 
Premier  Technical  Support 
900-555-STAC  ($2.50  per  min.) 

Ricoh 

Printer/Fax  Product  Support 
900-555-RICOH  ($10  per  call) 

AT&T  Directory  Assistance 
900-555-1212 

(75c  for  2  long  distance  domestic 
listings;  $1.99  for  1  International  listing. 
Introductory  prices.) 

Borland 

Paradox  for  Windows  Software  Support 
900-555-1006 

(First  min.  free/$2  each  add'l  min.) 

A.M. Best  Company 
Insurance  Company  Ratings 
and  News  Products 
900-555-BEST  ($2.95  per  call) 

State  of  New  York 
Medicaid  Provider  Line 
900-555-2525  (85^  per  min.) 

Lotus  Development  Corporation 
Customer  Support  &  Service 
900-55-LOTUS  ($2.95  per  min.) 

State  of  Colorado 
Incorporation  Information 
900-555-1717($1.50  per  min.) 


AT6.T 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


GOT  THE  URGE 

TO  TAKE  SOME  PROFITS? 


Does  watching  the 
stock  market  sui"ge  to 
a  new  record  level 
week  after  week  tempt  you 
to  call  yoiu-  broker  and  cash 
in  on  some  of  the  highfliers  in 
youi'  portfoho?  In  Febraary, 
the  Dow  Jones  industrial  av- 
erage topped  4000  for  the 
fii'st  time,  and,  despite  red 
flags  such  as  a  falling  dollar 
and  weaker  consumer  spend- 
ing, on  Apr.  24  it  closed  at  a 
record  4304.  Market  strate- 
gists believe  this  bull  still  has 
room  to  iim.  But  if  you  own 
some  of  the  companies  that 
have  led  the  rally,  you're 
probably  itching  to  get  out 
while  you're  ahead. 

In  general,  it's  best  to  fight 
the  urge  to  unload  stocks 
that  are  performing  well.  If 
you  sell  too  early,  you  not 
only  miss  out  on  future  gains 
but  also  incur  taxes.  Even  if 
Congress  cuts  the  capital- 
gains  rate  virtually  in  half 
this  year — as  proposed — 
when  you  sell  a  winner,  you 
inevitably  have  less  money  to 
reinvest  in  a  new  idea. 
NO  SENSE.  The  buy-and-hold 
strategy  has  proved  the  best 
time  and  again.  Many  ex- 
perts expect  a  small  down- 
turn in  the  market  this 
summer  to  "con-ect"  some 
inflated  prices,  but  they 
still  advise  staying  the 
course.  "When  you  add 
up  the  costs  of  commis- 
sions, the  spread  be- 
tween the  bid  and  the  asked 
pi-ice,  and  taxes,  then  match 
that  up  against  a  mild  3%  to 
5%  pullback  in  the  market,  it 
doesn't  make  sense  to  tr-ade 
out  and  take  short-term 
profits,"  figiu-es  Jack  Fish- 
er, j)resident  of  Wilson/Ben- 
nett Capital  Management 
in  McLean,  Va. 

That  said,  there  ai-e  plen- 
ty of  good  reasons  to  sell. 


Maybe  you  need  to  raise 
cash,  and  it's  a  question  of 
deciding  which  stock  has  the 
least  potential  for  gains.  Or 
maybe  a  company's  prospects 
have  cooled.  And  in  an  opti- 
mistic market  like  today's, 
some  stocks 
run  up  so  far 
and  so  fast 
that  a  slide  is  inevitable. 

The  key  to  identifying  can- 
didates for  selling  is  to  leave 
aside  the  larger  macroeco- 
nomic  issues  and  consider 
just  the  company's  fundamen- 
tal strength.  And  don't  focus 
only  on  those  stocks  that 
have  ah-eady  had  a  good  ran. 
"The  sell  side  shouldn't  be 
that  price-driven,"  says  Mar- 
tin Whitman,  manager  of 
Third  Avenue 


Value  Fund.  "Don't  sell  any- 
thing unless  it's  gi'ossly  over- 
valued." 

The  easiest  measure  for 
judging  a  stock's  value  is  its 
price-eaiTiings  ratio.  A  stock's 
worth  is  based  on  its  futm*e 


INVESTING 


earnmgs  po- 
tential. If 
those  earn- 
ings are  small  in  relation  to 
the  price,  the  stock  can  be 
overvalued  and  its  p-e  high. 
To  get  an  accurate  reading, 
you  have  to  compare  a  com- 
pany's p-e  not  with  the  mar- 
ket average  (now  at  14.6 
based  on  '95  estimates)  but 
with  its  industi-y.  For  exam- 
ple, a  hot  tech  stock  may  not 
be  expensive  at  a  p-e  of  25, 
but  International  Flavors  and 
Fragrances 


looks  pretty  pricey  at  25 
remember  that  some  s 
are  a  better  buy  when 
have  a  higher-than-normi 
Auto  stocks  typically  h; 
high  p-e  at  the  beginni 
an  expansion,  when 
earnings  ai'e  still  low. 
when  you  should  load  u] 
You'll  also  need  to  t; 
hard  look  at  the  qualitj 
company's  earnings.  A 
cent  tumbles  at  U.  S.  Hi 
care  and  Sybase  have  si 
the  market  is  unforgivii 
bad  news.  If  a  high-p 
company's  quaiterly  ear 
report  is  lower  than  ex 
ed,  or  if  a  product  launcl 
flat,  get  out  quick — pa 
larly  if  the  stock  had  a 
momentum  to  its  rise, 
first  bad  news  is  the 
bad  news  you're  eve 


to  get,"  says  Michael 
phy,  editor  of  Overpriced 
k  Service  newsletter, 
h  recommends  stocks  to 
short.  "Once  something 
wrong,  things  tend  to 
i  going  wTong." 
HOPES.  With  a  spate  of 
ir  first-quarter  eai'nings 
f  reported  daily,  "look  for 
B  that  have  been  provid- 
overly  strong  surprises 
where  those  aren't  likely 
mtinue,"  advises  Thom- 
IcManus,  a  U.  S.-equity 
egist  at  Morgan  Stanley. 
y  companies  got  a  boost 
the  declining  dollai".  But 
company's  earnings  im- 
ed  just  because  of  ex- 
ge  rates,  you  can't  con- 
'  that  a  positive.  For 
iple,  IBM's  first-quarter 
ings  exceeded  all  ana- 
i'  expectations,  driving 
price  up  5%  points  that 
c.  But  part  of  that  rise 
ted  from  exchange  rates. 
)  Knie,  editor  of  The  Eq- 
Advisory,  a  newsletter 
ihort-sellers,  doubts  IBM 
repeat  those  earnings, 
i  it  has  done  about  all 
cost-cutting  it  can.  "At 
point,  IBM  has  gotten 


Wha 

SECTOR 

it's  Ahead  for  Stocks 

OUTLOOK 

BASIC  INDUSTRY-COMMODITY 

Oil,  steel,  paper 

If  the  economy  reaccelerates  and  inflation  fears  return,  this  sector 
should  take  off.  Chemical  and  paper  exports  are  rising. 

CONSUMER  CYCLICALS 

Autos,  retail,  lodging, 
restaurants 

Many  stocks  are  cheap  and  have  good  long-term  prospects.  Hotels 
should  benefit  from  an  increase  in  foreign  tourism  due  to  the  weak 
dollar.  But  remember,  this  group  is  tied  to  the  U.S.  economy. 

INTEREST-RATE  SENSITIVE 

Utilities,  banks,  brokerages 

These  stocks  began  to  plummet  as  soon  as  the  Fed  started  raising 
rates.  But  rates  are  stabilizing,  and  some  companies  are  good  buys. 

CONSUMER  NONCYCLICALS 

Food,  soft  drinks, 
tobacco,  drugs 

Many  are  leading  the  market  now.  Multinationals  are  profiting  from 
the  falling  dollar.  Plus,  U.S.  consumers  buy  these  products  even  if 
the  economy  slows.  Share  prices  are  lofty,  however. 

TECHNOLOGY 

Computers,  electronics, 
semiconductors 

Many  tech  companies  are  global  players.  Semiconductor  and 
computer  stocks  have  been  booming,  and  the  market  could  punish 
them  severely  if  earnings  fall  short  of  expectations. 

DATA:  MORGAN  STANLEY,  SALOMON  BROTHERS,  PRUDENTIAL  SECURITIES 

ahead  of  itself,"  he  argues. 

The  entire  technology  sec- 
tor has  been  so  hot  that  some 
market  strategists  worry  it 
is  vulnerable  to  a  quick  chill. 
"It  seems  Uke  there  ai'e  very 
high  expectations  built  in," 
says  Marc  Usem,  an  equity 
strategist  at  Salomon  Broth- 
ers. Indeed,  Microsoft,  Intel, 
and  Sun  Microsystems  have 
benefited  from  positive  earn- 
ings surprises.  But  dis- 
appointing news  could 
reverse  the  inflows  of 
cash  that  have  pro- 
pelled share  prices. 

And  don't  forget 
to   consider  the 
dividend  yield  (the 
ovei'all  market's  is 
a  low  2.6%)  and 
dividend-payout  lev- 
el (the  ratio  of  divi- 
dends paid  to  eamings) 
when    weeding  a 
portfolio.  If  the  ra- 
tio is  high  relative  to 
the  mdustiy,  that's 
a  caution  signal, 
since    it  means 
there  is  likely  lit- 
tle room  to  raise 
the  dividend. 

Be  sure  to  look 
at  who  is  buying 
and    selling  the 
stock.  If  you  have 
a  small  company 
that  institutions  are 
just  starting  to  buy,  it's 
1  good  sign.  Another  is 


if  insiders  are  purchasing- 
more  shares.  But  don't  be  too 
harsh  on  a  company  where 
insiders  are  selling,  advises 
Harold  Levy,  manager  of 
Fii'st  Eagle  Fimd  of  Amenca. 
Since  that's  often  a  major 
part  of  their  compensation, 
"you  have  to  expect  owners 
to  peel  off  shares  every  now 
and  then,"  he  says. 

Only  after  you've  looked 
at  fundamentals  should  you 
consider  the  impact  of  any 
economic  news.  Try  to  ignore 
scary  headhnes,  unless  they 
have  a  direct  impact  on  the 
companies  you  own.  Rising 
interest  rates  are  generally 
a  bad  sign  for  stocks,  since 
bonds  may  then  become  an 
attractive  alternative  for  in- 
vestors. But  you  shouldn't 
get  out  of  the  market  on 
news  of  a  rate  hike,  unless 
you  are  heavily  into  financial 
and  utility  stocks,  which  are 
interest-rate  sensitive. 
STEADY  STAPLES.  There  is  so 
much  optimism  in  the  mar- 
ket now  because  strategists 
believe  interest  rates  will 
stay  low  as  the  economy 
slows  gi"adually,  coming  to  a 
so-called  "soft  landing"  from 
its  peak.  This  prospect  has 
boosted  prices  of  consumer- 
staple  companies,  because 
people  buy  food,  dings,  and 
soft  drinks  whatever  the 
economy  does.  Some  consum- 
er multinationals,  such  as  Mc- 


Donald's and  Anheuser-Busch, 
have  prospered  because  they 
can  participate  in  worldwide 
expansion.  But  consumer  cy- 
chcals,  such  as  autos,  restau- 
rants, and  retailers,  are  tied 
to  a  slowing  U.  S.  economy, 
and  their  shares  are  getting 
battered. 

So  if  you  are  looking  to 
prune  youi"  portfolio,  it  makes 
sense  to  sell  defensive  stocks 
that  ai'e  at  all-time  highs  and 
buy  retreating  cyclicals  such 
as  paper,  autos,  and  steel. 
Some  of  these  companies  are 
so  cheap  that  money  manag- 
ers are  predicting  a  wave  of 
foreign  takeovers.  "I  am  con- 
vinced that,  given  the  very 
weak  dollar,  companies  in 
strong-cuiTency  countries  are 
going  to  buy  up  Corporate 
America  with  a  vengeance," 
predicts  Whitman. 

Selling  is  easier  if,  at  the 
time  you  bought  a  stock,  you 
set  a  target  price  based  on 
the  company's  fundamentals 
and  economic  sensitivity. 
Then,  when  it  hits  the  tar- 
get, reevaluate.  "It's  not  a 
great  idea  to  start  kidding 
yourself  [that]  it  can  go  high- 
er," says  Murphy.  "If  there 
are  genuine  new  reasoris  to 
think  it  can,  that's  different." 
And  if  that's  the  case,  you 
may  actually  find  yourself 
buying  more  of  a  stock,  just 
when  you  were  thinking 
about  selling.     Amey  Stone 
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HEARING  AIDS  GET  SMART 
-AND  BETTER-LOOKING 


Decades  of  exposure 
to  loud  music,  jack- 
hammers,  leaf  blow- 
ers, and  other  kinds 

of  racket  have  taken  their 
toll  on  the  hearing  of  many 
adults.  Yet  many  who  know 
they  have  a  problem  would 
rather  be  caught  deaf  than 
wear  a  hearing  aid. 


to  see,"  says  Dr.  Mark  Ross, 
professor  emeritus  at  the 
Univereity  of  Connecticut  and 
author  of  several  articles  on 
hearing-aid  technologj^ 

Aids  that  fit  inside  the  ear 
or  canal  require  more  atten- 
tion, however.  Theii*  tiny  bat- 
teries expire  as  often  as  eve- 
ry  week,  and  exposui'e  to  eai' 
wax  causes  more  frequent  re- 
pairs. Also,  the  smallest  aids 


of  noise  but  few  distinguish- 
able sounds.  Most  hearing 
loss  occiu-s  in  the  softer,  high- 
frequency  range,  and  this 
compounds  the  problem.  The 
wearer  of  a  traditional  hear- 
ing aid  often  hears  every- 
thing but  understands  httle 
in  situations  where  there  is  a 
spectinam  of  sounds. 

The  advent  of  digitally  pro- 
gTammed  hearing  aids  about 
five  yeai"s  ago  changed  that. 
These  devices  use 
the  same  technology 
as  computer  micro- 
chips to  customize 
amplification  to  heai'- 
ing  loss.  Progi'am- 


ing  a  button  on  a  wireles 
mote  control,  the  wearei 
signal  the  hearing  ai( 
switch  between  individua 
settings  for  optimal  oJ 
home,  telephone,  and 
concert  listening. 
NIGHTCLUB  DIN.  Kathy  I 
ley,  a  stand-up  comic 
spokesperson  for  the  non 
it  Better  Hearing  Inst 
(800  EAR-WELL),  wes 
programmable  aid  that 
special  setting: 
performing  and 
performing  s 


Listen  Up 


STARKEY'S 
TINY  DEVICE 


TYPE  OF  HEARING  AID 


BEHIND  THE  EAR 
(BTE) 


IN  THE  EAR 

(ITE) 


OTiCON'S  BE- 
HIND-THE-EAR 


IN  THE  CANAL 

(ITC) 

DATA:  BUSINESS  WEEK 


DESCRIPTION 


Most  visible;  a  case  for  components  hooks 
behind  ear;  connects  to  earpiece  via  small 
tube;  can  be  digitally  programmed  to 
regulate  frequencies  so  listener  can 
distinguish  sounds  better 


Sits  in  the  hollow  of  the  ear;  needs  more 
maintenance  than  a  BTE  aid  but  can 
be  digitally  programmed 


Barely  noticeable;  requires  frequent  battery 
change  and  cleaning;  cannot  be  digitally 
programmed  so  amplifies  all  sounds  equally 


Perhaps  llu-y  should  I'econ- 
sider.  Today's  healing  aids  ai'e 
not  the  unsightly,  feedback- 
generating  protubei-ances  that 
Grandpa  used  to  wear.  Ad- 
vances in  technology  have 
made  these  de- 
vices smaller 
sleeker,  and — thanks  to  digi- 
tal programming — better  at 
coirecting  the  most  common 
type  of  hearing  loss,  caused 
by  nei"ve  damage. 
THIMBLE  OR  PEA.  Hearing 
aids  come  in  three  varieties: 
behind  the  ear  (bte),  in  the 
ear  (ITE),  and  in  the  canal 
(iTC).  Those  placed  in  the  ear 
or  t  ar  canal  are  about  the 
size  of  a  thimble  and  pea  I'e- 
spectively — much  smaller 
than  devices  that  house  me- 
chanical components  in  a 
curved  case  that  hooks  be- 
hind the  ear  and  connects  to 
an  eaipiece  '/ia  a  small  plastic 
tube.  "Aids  today  can  go  so 
far  within  the  ear  that 
they're  virtually  impossible 


HEALTH 


don't  have  room  for  the  cii'- 
cuitry  necessary  for  custo- 
mized options.  Dr.  Robert  J. 
Ruben,  chairman  of  the  de- 
partment of  otolaryngology 
at  Montefiore  Medical  Center 
in  the  Bronx, 
N.  Y.,  notes  that 
with  increased  hearing-aid 
size  comes  gi'eater  vei-satility. 
People  willing  to  wear  a 
slightly  larger  device  gain 
"the  capability  to  tune  it  ex- 
actly to  their  type  of  hear- 
ing loss  and  hear  only  what 
they  want  to  hear." 

Until  recently,  all  hearing 
aids  amplified  sounds  equally, 
regai'dless  of  frequency.  Low- 
fr-equency  sounds,  which  in- 
clude background  din  at  a 
cocktail  party  and  popcorn- 
crunching  at  the  movies, 
were  always  given  the  same 
emphasis  as  high-frequency 
sounds,  such  as  conversation 
with  fi'iends  at  the  party  or 
between  characters  on  the 
screen.  The  result  was  a  lot 


mable  bte  and  ite  aids  enable 
audiologists  to  turn  up  some 
frequencies  while  keeping 
others  at  normal  input  levels. 
The  high-fi-equency  sound  of 
a  confidential  whisper  can  be 
heaixl  even  when  there's  a  ba- 
bel of  backgi'ound  noise. 

Several  programmable 
hearing  aids  also  have  memo- 
ries that  store  ft-equency-am- 
plification  configurations  for 
different  situations.  By  push- 


tions.  Previo 
she  had  a  hard 
hearing  a  nigh 
audience's  resp 
to  her  act  ovei 
competing  soun> 
clinking  glasses 
roaring  air  conditio) 
"Now,  I  hear  people's  la 
ter  more  distinctly,  v. 
makes  performing  more 
joyable,"  she  says. 

Good  hearing  aids 
come  cheap.  The  digi 
progi'ammed  kind,  mad 
such  companies  as  3M, 
Sound,  Phonak,  Whidex, 
key  Laboratories,  and  Ot 
run  $3,500  to  $4,500  a 
90%  of  those  with  he; 
loss  need  connection  in 
ears.  To  get  a  high-qu 
nonprogrammable  aid 
low  distortion,  uniform 
plification,  and  manuallj 
justed  volume  control, 
should  expect  to  pay  $ 
to  $2,000  a  pair.  Healtl 
surance  will  usually  c 
some  of  the  cost.  And  if 
vanity  pays  a  price,  y 
pick  up  sounds  again  thai 
didn't  even  know  you 
been  missing.  Kate  Mu 


WORTH  NOTING 


■  OLYMPIC  TICKETS.  The  rush  for  11  million  tickets  t 
the  1996  Olympic  Games  in  Atlanta  begins  on  May  1 
when  36  million  mail-order  forms  become  available 
nationwide  at  Coca-Cola  displays  in  grocery  stores  ; 
at  Home  Depot  retail  outlets.  Prices  for  sporting 
events  range  from  $6  to  $250.  Ceremony  tickets  cos 
$200,  $400,  and  $600.  Act  fast:  Orders  are  filled  on  a 
first-come,  first-served  basis.  Seat  assignments  to 
oversubscribed  events  will  be  decided  by  computer 
lottery  drawing  from  ticket  requests  postmarked 
between  May  1  and  June  30.  For  more  information, 
call  404  744-1996. 


Ipr 


The  new  Phaser  printer 
is  to  color  what  a  laser  is 
to  black  &  white. 


M 

•-^^■^t^^vA  4  full-color  pages/minute.  Twice  the  speed  of  a  color  laser. 


Just  $4,995.  About  one-half  a  color  laser's  price. 


mm 

PROPOSAL 

5^  :^  Near  photo-quality  color.  To  600  dpi. 


THE  POWER  OF  COLOR 


1 


Low  cost.  1 1  e /color  page.  3e  black. 


s  practical  as  your  laser  printer, 
t  prints  16.7  million  more  colors. 

e  new  Phaser  340,  the  world's  fastest 
op  color  printer.  It  prints  stunning 

"Tektronix  set  a  new  color  on  Ordinary 
standard  for  the 

world  with  the       office  papers  and 

Phaser  340."  u    n-     ^  i 

brilliant  color  on 

—  PC  Magazine 

April  25.  1995  transparencies. 


\ 


It  comes  with  PostScript^'Level  2  and 
works  with  PCs,  Macs  or  workstations.  It's 
fully  networkable,  so  everyone  in  your 
workgroup  can  access  professional  color. 
For  little  more  than  the  price  of  your  laser. 
It  adds  up  to  a  practical  solution  for  color 
output  across  the  enterprise. 


For  a  free  color  sampm 
call  800/835-6100,  £m^046. 


Tektronix 


You  don't  know  where  your  \i 
next  office  will  open  up.  Yoiij 
don't  know  where  your  next 
deal's  going  to  be.  You  don'li 
know  where  in  the  world 
ou'll  have  to  be  tomorrow. 


no 
lies  the 


Whether  you're  staffing  the  nt 
office  in  Minsk,  signing  the  cg 
tract  in  Bombay,  or  exploring 
opportunities  in  those  places 
where  the  ink  is  barely  dry  on 
trade  agreement,  Lufthansa  c 
make  you  feel  at  home,  virtua 
anywhere  in  the  world.  Togeth 
with  our  partner  airlines,  we  fl 
over  200  cities,  in  90  countrie: 
six  continents.  So  wherever  y< 
have  to  be  tomorrow,  chance; 
we  fly  there  today. 


Lufthansa 


Accrue  or  redeem  mites  in  either  Lufthansa  Miles  &  Mj 
or  United  Mileage  Plus*  when  you  fly  on  Lufthansa  fligl 


usiness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


nge  from  last  week:  -0.3% 
nge  from  last  year:  7.9% 


PRODUCTION  INDICATORS 


Change  from  last  week:  0.2% 
Change  from  last  year:  8.3% 


260 


PRODUCTION  INDEX 

Apr.  15=122,2 
1992=100 


■  250 


LEADING  INDEX 

Apr.  15=255.3 
-  196  7=100    240 


230 


220 


r.  Aug.  Dec.  Apr. 

4  1994  1994  1995 

xes  are  4-week  moving  averages 

reduction  index  slipped  slightly  durmg  the  week  ended  Apr.  15.  The 
tjefore  calculation  of  the  four-week  movmg  average  also  dropped,  to 
from  121.9.  Seasonally  adjusted  output  levels  of  autos  and  trucks 

ed  for  the  week. 

jading  index  continued  to  rise  in  the  latest  week.  The  unaveraged  index 
up  to  256.1,  from  255.2.  Higher  stock  prices  and  lower  bond  yields 
ading  the  runup. 

uctior  index  copyright  1995  by  The  McGraw-Hill  Companies      BW  leading  index  copyright  1995  by  CIBCR 


ING  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

'K  PRICES  (4/21)  s&p  500 

506.04 

507.24 

13.8 

ORATE  BONO  YIELD.  Aaa  (4/21) 

8.02% 

8.04% 

1.1 

STRIAL  MATERIALS  PRICES  (4/21) 

114.9 

114.7 

NA* 

NESS  FAILURES  (4/i4) 

313 

351 

69.2 

ESTATE  LOANS  (4/i2)  billions 

$472.5 

$471. 7r 

10.2 

■Y  SUPPLY,  M2  (4/10)  billions 

$3,606.4  $3,599.3r 

1.2 

AL  CLAIMS.  UNEMPLOYMENT  (4/8)  thous 

347 

342 

-0.9 

:es:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
le  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
!ss  failures  and  real  estate  loans.  *Historical  data  available  from  CIBCR. 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

STEEL  (4/22)  thous.  of  net  tons 

2,031 

1,970# 

9.3 

AUTOS  (4/22)  units 

124,195 

117,228r# 

-13.4 

TRUCKS  (4/22)  units 

102,564 

93,397r# 

-17.6 

ELECTRIC  POWER  (4/22)  millions  of  kilowatt-hrs.  54,908 

54,301# 

3.4 

CRUDE-OIL  REFINING  (4/22)  tftous.  of  bbi./day 

14,046 

13,615# 

0.5 

COAL  (4/15)  thous.  of  net  tons 

19,620# 

19,673 

-7.6 

PAPERBOARO  (4/15)  thous.  of  tons 

913. 7# 

892. 7r 

8.7 

PAPER  (4/15)  thous.  of  tons 

860.0# 

849.0r 

6.0 

LUMBER  (4/15)  millions  of  ft. 

434.3# 

425.4 

-4.9 

RAIL  FREIGHT  (4/15)  billions  of  ton-miles 

23. 2# 

23.6 

0.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWRA',  SFPA^,  Association  of  American  Railroads 

Electric 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (4/26)  $/troy  oz. 

388.900 

395.550 

4.3 

STEEL  SCRAP  (4/25)  #1  heavy,  $/ton 

137.50 

137.50 

0.0 

COPPER  (4/22)  (j/lb. 

137.2 

141.5 

49.7 

ALUMINUM  (4/22)  (i/ib 

90.0 

90.0 

46.8 

COTTON  (4/22)  strict  low  middling  1-1/16  In.,  (Z/lb.  106.12  106.76  36.6 

OIL  (4/25)  $/bbl.  20.28  20.10  20.0 

Sources:  London  Wednesday  final  setting.  Chicago  market.   Metals  Week,  Memphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


LATEST 

WEEK 

YEAR 

EREST  RATES 

JAPANESE  YEN  (4/26) 

WEEK 

AGO 

AGO 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

83.97 

81.23 

101.20 

RAL  FUNDS  (4/25) 

GERMAN  MARK  (4/26) 

1.38 

1.36 

1.66 

5.97% 

5.98% 

3.59% 

BRITISH  POUND  (4/26) 

1.61 

1.62 

1.51 

MERCIAL  PAPER  (4/26)  3-month 

6.09 

6.10 

4.15 

FRENCH  FRANC  (4/26) 

4.86 

4.82 

5.70 

IFICATES  OF  DEPOSIT  (4/26)  3  month 

6.08 

6.11 

4.12 

ITALIAN  LIRA  (4/26) 

1707.6 

1713.1 

1595.8 

i  MORTGAGE  (4/21)  30-year 

8.49 

8.57 

8.61 

CANADIAN  DOLLAR  (4/26) 

1.36 

1.37 

1.38 

■STABLE  MORTGAGE  (4/21)  one-year 

6.36 

6.35 

5.16 

MEXICAN  PESO  (4/26)^ 

5.825 

6.165 

3.327 

E  (4/26) 

9.00 

9.00 

6.75 

Sources:  Major  New  York  banks.  Currencies 

expressed  in  units 

per  U.S.  dollar. 

eS:   Federal  Reserve.  HSH  Associates.  Reuters 

Holdings  PLC 

except  for  British  pound  in  dollars 

data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  def^; 
nent.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


DNflL  INCOME 

ay,  May  1,  8:30  a.m.  ►  Incomes 
oly  grew  0.4%  in  March,  on  top  of  a 
rise  in  February,  says  the  mecjian 
ist  of  economists  polled  by  The 
w-Hill  Companies'  mms  International, 
mer  spenijing  likely  rose  0.3%,  after 
ary's  0.1%  gain. 

TRUCTION  SPENDING 

ay,  May  1,  10  a.m.>-  March  outlays 
ilding  projects  probably  fell  0.5%, 
ime  as  in  February. 

!  SURVEY 


ay.  May  1,  10  a.m.  ►  The  National 
iation  of  Purchasing  Management's 


business  index  likely  slipped  to  50%  in 
April  from  51.4%  in  March. 

NEW  HOME  SALES 

Tuesday,  May  2,  10  a.m.  ►  Sales  of  new 
houses  probably  rebounded  to  an  annual 
rate  of  560,000  in  March,  after  plunging 
14%  in  February,  to  a  551,000  pace. 

LEADING  INDICATORS 

Wednesday,  May  3,  8:30  a.m.  ►  The  index 
of  leading  indicators  likely  fell  0.3%  in 
March,  on  top  of  February's  0.2%  dip. 

FACTORY  INVENTORY 

Wednesday,  May  3,  10  a.m.  ►  Manufactur- 
ers' inventories  probably  changed  little  in 


March,  after  a  0.8%  jump  in  February.  Last 
quarter's  buildup  in  inventories  is  sure  to 
lead  to  production  and  job  cuts. 

EMPLOYMENT 

Friday,  May  5,  8:30  a.m.  ►  The  mms  econo- 
mists expect  that  nonfarm  payrolls  rose  by 
a  modest  188,000  new  jobs  in  April — less 
than  the  203,000  increase  in  March,  T^  e 
unemployment  rate  in  April  probably 
remained  at  5.5%. 

INSTALLMENT  CREDIT 

Friday,  May  5  ►  Consumer  debt  likely  grew 
by  $5  billion  in  March.  That's  less  than  the 
$8.2  billion  added  in  February  and  is 
another  sign  of  slower  consumer  spending. 


This 

Week, 

Online 

Business  Week  presents 
live  conferences  with 
editors  and  newsmakers. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday  ^ 

Genetic  medicine:  How  big 
will  the  payoff  be  for 
patients — and  industry?  And 
how  fast  will  the  payoff 
come?  Jumping  off  from  the 
Cover  Story  ("The  Gene 
Kings")  in  this  issue,  two 
seasoned  BW  science  writ- 
ers, Correspondents  John 
Carey  in  Washington  and 
Joan  O'C.  Hamilton  in  San 
Francisco,  will  be  online. 
Apr.  30 

9  p.m.  EDT  in  the  Globe 

Monday 

What's  the  job  market  like 
for  this  year's  crop  of  MBAs? 
Get  the  inside  word  on  1995 
prospects  from  Kathryn  Van 
Ness,  director  of  the  MBA 
Career  Management  Center 
at  UCLA's  Anderson  School, 
along  with  BW  Senior  Writer 
John  Byrne.  May  1 
9  p.m.  EDT  in  the  Bowl 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A  M  E   Ryl^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABN  Amro  Bank  18 
Acme  Holdings  84 
Adelphia 

Communications  40 
Advanced  Laser 

Technologies  96 
Air  France  58 
Alcoa  40 

American  Airlines  22 
American  Brands  88 
American  General  88 
American  Oncology 

Resources  84 
Ameritech  32,80 
Amgen  72,  78 
Andersen  Consulting  80 
Anheuser-Busch  114 
Apex  Management  32 
Apple  Computer  37,  52, 

65 

Asset  Management  44 
AT&T  38,  80 
Autodesk  65 

B 


Bam  Capital  72 
Bally's  Health  &  Tennis  84 
Banc  One  44 
Banco  Credito  42 
Banco  Wiese  42 
Bank  of  Japan  52 
Baring  Securities  18 
BAT  Industries  88 
Bear  Stearns  72 
Bell  Atlantic  80 
BellSouth  80 
Benetton  14 
Boston  Co.  44 
Brentwood  Associates  84 
Bristol-Myers  Squibb  72 
Broderbund  Software  65 
Bruno's  85 


Cadence  Design 

Systems  65 
Cameron  Properties  47 
Capital  Cities/ABC  90 
Caroico  Pictures  87 
Castle  Harlan  6 
CBS  6,  80 
Cerveceria  Backus  & 

Johnston  42 
Chemical  Bank  87 
Chevron  96 
Chrysler  6 
Cinergi  Pictures  87 
Circuit  City  102 
Cisco  Systems  93 
CMG  Worldwide  1 1 1 
Coca-Cola  116 
Compagnie  Financiere  de 

Paribas  56 

Compaq  37,  52,  98,  102 

Computer  City  98 
Conner  Peripherals  65 
Cray  Research  93 
Credit  Lyonnais  56 
Cruttenden  88 
CS  First  Boston  42,  68,  98 
Curtis  Management 
Group  111 

Cypress  Semiconductor  65 


Deckers  Outdoor  88 
Dell  Computer  52,  65,  98 
Deloitte  &  Touche  80 
Delta  Air  Lines  8,  96 
Deutsche  Bank  52 
Digital  Equipment  98 


Discovery  Channel  38 
Dominick's  Finer  Foods  85 
Donaldson,  Lufkin  &  . 
Jenrette  6,  32 


EmCare  84 
Evergreen  Fund  88 
Exhibitor  Relations  87 


Fadal  Engineering  47 
Farallon  22 
FHP  International  32 
First  Eagle  Fund  of 
America  114 
Ford  38 

Furman  Selz  34 


Gabelh  88 
Gallaher  88 
GameTek  8 
Gateway  2000  98 
Genentech  72,  78 
General  DataComm  93 
General  Mills  68 
Giddings  &  Lewis  47 
Colder  Thoma  Cressey 
Rauner  84 
Goldman  Sachs  36 
Good  People  1 1 1 
Groupe  Bull  56 
GTE  80 
Gulf  Oil  40 

H 


Harley  Davidson  88 
Healthcare  Investment  72 
Hewlett-Packard  102 
Hillhaven  47 
Hoffmann-LaRoche  72 
Home  Depot  116 
Human  Genome 
Sciences  72,  78 
Humana  32 


IBM  36,37,47,  114 

IGA  68 

InCyte  Pharmaceuticals  78 
Intel  98,  114 
International  Data  102 
International  Flavors  & 
Fragrances  1 14 
Intuit  47,  65 
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ivestment  Figures  of  the  Week 


■NTARY 

:ontinued  their  strong  upward 
with  the  Dow  industrials  surg- 
loints  for  the  week.  The  U.  S. 
is  outpacing  the  ma)or  foreign 
by  a  wide  margin.  Since  the 
ig  of  the  year,  the  Dow  Jones 
a!  average  is  ahead  12.1% 
Standard  &  Poor's  500-stock 
up  11.6%,  while  the  best 
abroad  is  the  London  mar- 
i%  gain.  The  key  to  the  strong 
■formance;  robust  earnings — 
ily  among  the  computer  com- 
Interest  rates  remain  sub- 
id  that  means  that  stocks 
tinue  to  move  higher. 


STOCKS 

Apr.  Oct. 


Apr.    Apr.  20-26 


BONDS 

Apr.  Oct. 


Apr.    Apr.  20-26 


THE  DOLLAR 

Apr.  Oct. 


52-week  change 

+  13.5% 


-  512.66 


1427.06 


1-week  change 
+  1.5% 


52-week  change 
-1.8% 


1 -week  change 
+0.5% 


Apr.  19-26 


1  -week  change 
+1.3% 


KET  ANALYSIS 


%  change 


OCKS 

Latest 

Week 

52-week 

«ES  INDUSTRIALS 

4299.8 

2.2 

16.2 

COMPANIES  (S&P  MidCap  Index) 

184.6 

1.7 

7.2 

OMPANIES  (Russell  2000) 

264.9 

1.6 

5.6 

IPANIES  (Russell  3000) 

291.1 

1.5 

11.6 

%  change  (local  currency) 

iN  STOCKS 

Latest 

Week 

S2-week 

(FINANCIAL  TIMES  100) 

3226.2 

1.8 

2.4 

NIKKEI  INDEX) 

16,826.5 

2.8 

-14.7 

3  (TSE  COMPOSITE) 

4282.9 

0.0 

-0.1 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.82% 

5.75% 

3.98% 

30-YEAR  TREASURY  BOND  YIELD 

7.32% 

7.36% 

7.11% 

S&P  500  DIVIDEND  YIELD 

2.50% 

2.55% 

2.78% 

S&P  500  PRICE/EARNINGS  RATIO 

16.3 

16.7 

20.1 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

471.3 

469.6 

Positive 

Stocks  above  200-day  moving  average 

63.0% 

62.0  %r 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.74 

0.67 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.21 

1.14 

Positive 

STRY  GROUPS 


3NTH  LEADERS 


%  change 
l-month  12-month 


Strongest  stock  in  group 


8L00MBERG  FINANCIAL  MARKETS 

%  change 
1-month       12-month  Price 


NSE  ELECTRONICS 

19.1 

31.6 

E-SYSTEMS 

44.3 

55.8 

63 '4 

1INE  TOOLS 

17.6 

0.6 

CINCINNATI  MILACRON 

30.4 

38.6 

27% 

INES 

15.1 

9.1 

USAIR  GROUP 

41.5 

11.5 

7 'A 

4GS  AND  LOANS 

14.4 

14.4 

GOLDEN  WEST  FINANCIAL 

17.0 

13.2 

43^8 

,ND  GAS  DRILLING 

10.0 

3.2 

HELMERICH  &  PAYNE 

11.9 

9.8 

29% 

3 NTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  crhange 
I'fnonth  12^nonth 

Price 

-27.8 

-16.3 

U.S.  HEALTHCARE 

-36.1 

-33.5 

28% 

IDCASTING 

-12.0 

0.4 

TELE-COMMUNICATIONS 

-17.5 

-8.4 

17% 

;  CHAINS 

-6.4 

12.7 

RITE  AID 

-10.0 

20.7 

22% 

R  CONTAINERS 

-4.6 

14.5 

BEMIS 

-6.4 

19.5 

27% 

HOLIC  BEVERAGES 

-4.6 

1.4 

SEAGRAM 

-15.2 

-4.8 

27% 

UAL  FUNDS 


RS 

LAGGARDS 

«k  total  return 

% 

Fourweek  total  return 

% 

IHT  EQUIFUND-MEXICO  NATL.  FID.  EQTY. 

19.4 

AMERICAN  HERITAGE 

-7.7 

N 

14.8 

STEAOMAN  AMERICAN  INDUSTRY 

-7.4 

lAPANESE  SMALL  COMPANY 

14.8 

MFS  OTC  B 

-6.2 

k  total  return 

% 

S2-week  total  return 

% 

>MAN  COMMUNICATIONS  &  INFORM.  A 

53.9 

MONITREND  GOLD 

-36.2 

TT  SMALLER  COMPANIES 

44.0 

STEAOMAN  OCEANOGRAPHIC  TECHNOLOGY 

-34.6 

iNCE  TECHNOLOGY  A 

43.7 

STEAOMAN  AMERICAN  INDUSTRY 

-34.1 

I  S&P 500 


4-week  total  return 


Average  fund 
52-week  totil  letum 


TIVE  PORTFOLIOS 


imounts  represent  the 
value  of  $10,000 
i  one  year  ago 
portfolio 


nil 


tages 
/  total 


ndicate 
returns 


U.S.  stocks 
$11,583 

-hi. 33% 


Foreign  stocks 

$11,346 

-1-0.02% 


Money  market  fund 

$10,518 

-1-0.18% 


J. 

Treasury  bonds 

$10,436 

-hO.80% 


ORI/McGRAW-HILL 

Gold 

$10,413 

-0.79% 
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Editorials 


RHETORIC  AND  VIOLENCE 

O  ay  what  you  will  about  the  vast  differences  between  the 
l^hberal  '60s  and  the  conservative  '90s.  The  two  decades 
have  this  much  in  common:  Both  were  filled  with  vitriolic  anti- 
government  rhetoric  and  both  saw  innocent  people  killed  by 
bombs  set  off  to  protest  perceived  government  tyranny.  The 
actual  violence  came  from  the  fringe,  but  the  verbal  violence 
was  floridly  expressed  by  established  social  and  political  fig- 
ures and  organizations.  Left-wing  fanatics  blew  up  a  lab  at  the 
Univei-sity  of  Wisconsin,  but  the  recipe  for  making  bombs  was 
printed  in  T}ie  New  York  Reinew  of  Books.  Right-wing  fanat- 
ics blew  up  the  federal  building  in  Oklahoma  City,  but  the 
bomb  formula  was  readily  available  on  the  Intemet. 

Language  has  power,  and  one  message  it  has  expressed 
lately  is  that  the  American  government  is  somehow  illegiti- 
mate, held  hostage  by  evil  elites  hostile  to  the  masses.  There 
has  been  a  second  message  as  well:  Truth  hes  in  the  simplic- 
ity of  extremes,  not  Ln  the  complexity  of  the  middle.  Shouted 
on  TV  and  radio,  printed  on  E-mail  and  electronic  bulletin 
boards,  published  in  newspapers  and  magazines,  even  voiced 
in  the  halls  of  Congress,  this  language  of  alienation  and  anger 
has  dominated  public  discourse.  There's  even  a  name  for  it  on 
the  airwaves — "sharp-elbow"  shows,  where  guests  nail  their 
opponents  by  using  explosive  language  to  paint  them  as  ex- 
tremists. It  is  an  interchange  that  admits  no  complexity  of  is- 
sue or  compromise  of  policy. 

It  is,  of  course,  absurd  to  hold  public  officials  and  pundits 

responsible  for  the  lunatic  actions  of  a  few  individuals.  I 
cians  who  call  for  a  smaller  federal  government  do  not  ( 
a  climate  for  violence.  Nor  do  those  who  claim  that  man; 
suffer  without  a  big  government. 

But  it  is  the  height  of  irresponsibility  for  leaders  t 
that  the  tone  and  content  of  their  own  pubhc  discourse 
no  role  in  shaping  society.  Demonizing  opponents  de\ 
them  as  human  beings.  Delegitimizing  government  e 
its  authority.  Describing  oneself  as  a  'Taomb  thrower"  r 
one  a  metaphorical  ally  of  those  who  do  throw  bombs. 

It  doesn't  help  when  a  Democratic  congressman  cal 
Republican  opponents  "Nazis"  because  they  want  to  n 
welfare  and  reduce  government  spending.  It  doesn't 
when  the  Republican  Speaker  of  the  House  describe 
Clinton  Administration  as  "the  enemy  of  normal  Ameri< 
And  it  doesn't  help  when  Jesse  Helms,  the  Repul 
senator  from  North  Cai'olina,  tells  the  President  that  h( 
ter  stay  out  of  his  state  unless  he  brings  a  bodyguard  t( 
tect  him. 

It  is  time  for  the  verbal  violence  to  stop,  for  the  go 
ment-is-bad  rhetoric  to  end,  and  for  the  demonization  of 
ical  opponents  to  cease.  The  dihgent  rescue  workers  in 
homa  City  are,  after  all,  government  employees.  The  di] 
officers  who  are  tracking  down  the  killers  work  for  the 
eiTiment.  America  lives  in  the  middle,  not  in  the  extrem 
is  time  for  civility  to  be  returned  to  our  society. 

A  I.S.-EUROPE  TRADE  PACT?  WHY  NOT? 

"IT^irst  there  was  nafta.  Now  there  is  tafta — ^the  Transatlan- 
M.  tic  Free  Trade  Agi'eement.  Trial  balloons  ai"e  going  up 
on  both  sides  of  the  Atlantic  on  a  proposed  European- American 
deal  between  like-minded,  free-market,  free-trade  economies.  It 
is  a  propo.-<:il  that  deserves  serious,  but  cautious,  attention. 

The  argument  for  tafta  goes  hke  this:  The  U.  S.  and  Eu- 
rope basically  have  similar,  open,  economic  systems  com- 
pared with  the  more  closed,  mercantilist  capitalism  of  Asia. 
Unlike  U.  S.-Asian  trade,  the  trade  flowing  across  the  Atlan- 
tic follows  the  ups  and  downs  of  cmTencies  because  mar- 
kets are  generally  open.  Movement  of  goods  and  capital  are 
generally  in  balance  over  time,  again  unlike  trade  with  Asia, 
where  the  U.  S.  deficit  keeps  growing  no  matter  what.  So  why 
noL  I'oi-msMze  economic  relations  among  countries  where  trade 
and  investment  are  on  a  fairly  level  playing  field? 

No  reason  at  all.  For  too  long,  U.  S. -European  relations 
have  been  defined  mainly  in  terms  of  security  needs.  Now, 
economics  is  paramount.  A  long-standing  romance  with  Asia 
may  be  blinding  the  U.  S.  to  the  realities  of  Asian  commerce: 
hmitations  placed  on  foreign  direct  investment  and  unfair 
protectionist  barriers  to  imports.  The  Japanese  mercantilist  ec- 
onomic model  is  popular  from  Korea  to  Malaysia.  Most  impor- 

tant,  a  grand  Euro-American  economic  coalition  of  two  i 
nents  based  on  free  and  open  markets  may  be  the  only 
to  pressure  Asians  to  act  according  to  the  free-ti-ade  prin 
from  which  they  have  benefited  so  much. 

The  danger  would  be  if  tafta  becomes  a  country  cl 
trade.  Just  as  Malaysia  talks  of  building  an  Asian  ecoi 
bloc  excluding  the  U.  S.,  Australia,  and  New  Zealar 
"caucus  without  Caucasians" — some  tafta  proponents  see  . 
tent  on  creating  a  "caucus  with  only  Caucasians."  It  is 
bling  that  tafta 's  provenance  includes  free-trade  revisit 
such  as  Su"  James  Goldsmith,  who  argue  that  globaliz  ; 
hurts  European  and  American  living  standards.  Their  soli  ' 
limit  trade  with  low-wage  countries  and  build  a  kind  of  t 
atlantic  economic  fortress. 

That  would  be  a  big  mistake.  However  painful  it  may 
times,  global  economic  integration  is  driving  U.  S.  gr 
and  productivity.  Yet  time  may  be  nmning  out  for  free  t 
Sadly,  Japan's  mercantile  policies  and  Asia's  wish  to  f 
them  is  beginning  to  push  U.  S.  and  European  poUcymakf  ' 
think  of  free-market  alternatives.  Unless  Asia  starts  to 
away  from  mercantilism,  the  tafta  idea,  a  second-best  sol 
right  now,  may  soon  become  a  first  choice. 
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that  anticipate  the  changing  needs 
of  businesses  and  individuals. 

Strength.  With  over  $47  billion  in 
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telephone  system 

we  told  them  to 

look  elsewhere 


What?AreweniJul?Aniultiniilli()n(l<)llar  or  (heaven  f'orbkl)  a  conglomerate.  We're 

contract  and  we  tell  them  to  look  elsewhere?  Fetleration.  Far  from  charging  about  til 

We  did.  And  no.  we're  not  mad.  world  taking  over  all  and  sundry  we  pref 

We  are,  on  the  other  hand,  a  little  to  work  alongside  like-minded  partners, 
different  IVom  your  everyday,  run  of  the  People  with  intimate  local  knowledj 

mill  teleconmiunic;itions  company.  and  local  experience  who  can  implement 

We're  not  a  multinational,  a  corporation  truly  local  solution. 
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Each  is  a  proven,  tinu-tcsted  way  to  deliver  power.  However,  only  one 
is  desicjued  to  keep  sensitive  electroriic  office  eclnipmeut  up  and 
run)iini]  /oiu/  ajter  the  cows  have  come  home. 
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For  more  iiijormcUion  on  PREMISE"  and  other  Haworth  jurniture  deiujneJ  to  support  the  uiodern  electronic  ojfice,  call  1,800  3-1 -i  2600, 
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power  of  Notes? 


en  again,  with  | 

J.  of  189%, 


who  really  cares? 


The  introduction  of  Lotus®  NotesSuite™  promises  to 
make  life  a  whole  lot  easier  for  anyone  who 
is  considering  productivity  software  for  their 
business.  NotesSuite  is  the  logical  combination  of 
two  proven  technologies:  the 
desktop  productivity  tools  of 
Lotus  SmartSuite®  connected  to 
the  groupware  standard,  Lotus 
Notes?  In  fact,  Notes  is  already 


will  be  a  contributor,  a  collaborator,  a  true  colleague. 
Imagine,  for  example,  being  able  to  expedite  the  budget 
process  by  having  all  parties  work  on  the  same 
spreadsheet  simultaneously.  Or  being  able  to  create  a 


NotesSuite  For  Team  Computing 


NotesSuite  is  - 1  -2-3  *  spreadsheet,  Ami  Pro®  word  processor, 
Approach* database.  Freelance  Graphics®  and  Organizer™ 
personal  information  manager  integrated  with  Lotus  Notes, 
for  the  needs  of  team  computing.  And  only  NotesSuite  is 
enhanced  by  the  NotesSuite  Application  Collection,  ten 
unique  applications  to  make  your  teams  more  productive  today. 


delivering  an  average  R.O.I,  of  189%+  at  companies 
like  Burger  King?  Compaq®  and  Timberland? 

When  Notes  And  SmartSuite  Come  Together, 
A  Powerful  Synergy  Occurs.  Notes  becomes  the 
working  environment;  SmartSuite  provides  the  work- 
ing tools.  NotesSuite  provides  a  level  of  integration 
that  makes  it  more  powerful  and  more  effective  than 
any  desktop  suite  before  it,  and  in  turn  your  company 
becomes  more  productive.  And  with  the  addition  of 
the  NotesSuite  Application  Collection,  ten  unique 
applications  designed  to  enhance  team  productivity, 
the  benefits  of  team  computing  increase  dramatically. 

With  The  Team  Computing  Benefits 
Of  NotesSuite  You  Will  Fully  Realize  The 
Potential  Of  Your  People.  Everyone,  at  every  level. 


database  filled  with  new  product  information,  sales 
presentations  and  customer  profiles  that  can  be 
accessed  remotely  and  updated  continuously  by  mem- 
bers of  a  sales  team  no  matter  where  they  happen  to 
be.  People  and  groups  of  people  will  feel  empowered. 
Because  for  the  first  time,  they  are  empowered. 

While  other  software  companies  can  only 
promise  you  a  solution  for  your  team  collaboration 
needs,  our  solution  is  available  today.  To  find  out  more 
about  Lotus  NotesSuite,  get  our  FREE  video  "Team 
Computing:  The  Art  and  Science 
of  Collaboration,"  by  calling  Working  Together 
1-800-TRADE-UP,  EXT.  A747*  or  explore  Lotus  on  the 
World  Wide  Web  at  www.lotus.com.  Your  company 
can  be  using  Lotus  NotesSuite  for  as  little  as  $299^ 


Lotus. 


7n  Canada  call  1-800-GO-LOTUS.  ^Source:  "Lotus  Notes:  Agent  of  Change"  Internationa}  Data  Corporation,  1994.  ttS299  per  user  license  for  Lotus  NotesSuite  Desktop.  Minimum  purchase  of fifty 
licenses  required.  ©1995  Lotus  Development  Corporation,  55  Cambridge  Parkway.  Cambridge.  MA  02142.  All  rights  reserved.  Lotus,  Working  Together.  SmartSuite,  Lotus  Notes.  1  -2-3,  Ami  Pro.  Freelance 
Graphics  and  Approach  are  registered  trademarks  and  NotesSuite  and  Organizer  are  trademarks  of  Lotus  Development  Corporation.  All  companies  are  registered  trademarks  of  then  respective  companies. 
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EXECUTIVE  SWEETS 


A  TICKET  TO  RIDE-IN  STYLE 


FOR   LOTS  OF  TOP 

executives,  com- 
muting is  a  com- 
pany-paid perk. 
These  trips,  usual- 
ly chaulfeur-driven, 
can  be  a  hefty  ex- 
pense— especially 
for  those  living  far 
from  headquarters. 

A  couple  of  this  year's 
proxies  show  how  hefty.  Jer- 
ry Sanders,  Advanced  Micro 
Devices'  chief,  got  a  $93,206 


TALK  SHOW  ai  believe  it  is  wrong  to  slash  Medicare  an 
Medicaid  to  pay  for  tax  cuts  for  people  who  are  well  oflV 

— Presiden  t  Bill  Clinton,  on  the  Gopplan  to  cut  government 
health  care  for  the  poor  and  elderly 


benefit  last  year  for  the  driv- 
er and  Mercedes  that  shut- 
tles him  the  50  miles  between 
his  San  Francisco  home  and 


SiHcon  Valley.  An  AMD 
spokesman  says  Sanders  can 
work  en  route.  ■ 

The  justification  is  similar 
for  Merck  Executive  Vice- 
President  Edward  Scolnick 
($58,955  in  com- 
muting benefits), 
ferried  between 
the  Philadelphia 
suburbs  and  the 
company  labs  in 
Rahway^  N.J.  Dit- 
to for  Chief  Finan- 
cial Officer  Judy 
Lewent  ($55,855), 
who  goes  from  New  York  to 
Merck's  headquarters  in 
Whitehouse  Station,  N.J. 
Both  use  helicopters  or  cars. 


$93,206 

Car  and  driver  in 
1994 


Why  did  AMD  and  M 
bother  to  report  the  cos 
aU?  Because  the  expense 
ceed  25%  of  what  the 
calls  "other  annual  corr 
sation,"  which  excludes  s 
and  bonus — the  legal  req 
ment  for  reporting. 
Johnson,  head  of  execu 
pay  consultant  Johnson 
sociates,  suspects  many 
panics  go  over  the  25% 
yet  simply  don't  comply 
the  rules.  Indeed,  a  su 
of  big-company  proxie> 
the  Washington  Docui 
Service  found  no  other 
tions  of  commuting.  At 
this  perk  is  taxable.  Ric 
Brandt  and  Joseph  Wi 


THE  FEDS 

A  GRUDGE  MATCH 
WITH  MICROSOFH 

THE    JUSTICE    DEPT.  SEEMS 

understandably  sensitive  af- 
ter a  judge  slammed  its  July 
antiti-ust  settlement  with  Mi- 
crosoft as  too  lenient.  So  is 
Justice  now  tiying  to  scuttle 
Microsoft's  $2  bilHon  acquisi- 
tion of  Intuit  to  show  that 
the  feds  ai'en't  get- 
ting soft?  Maybe 
so,  if  you  look  at 
the  timing  of  how 
Justice  handled  the 
banks,  who  worry 
that  their  bids  to 
launch  online  finan- 
cial services  would 
suffer  as  a  result 
of  the  union. 

Back  in  October, 
Microsoft  Chair- 
man Bill  Gates 
proposed  buying 
Intuit,  whose  (^^lick- 
en  program  domi- 
nates the  person- 
al-finance software 
market.  Yet  Jus- 
tice had  questioned  few  bank- 
ers as  it  examined  the  deal. 
All  that  changed  in  mid-Feb- 
ruary, when  U.  S.  District 
Judge  Stanley  Sporkin  reject- 
ed the  Justice-Microsoft  pact. 
Soon  after,  Justice  flooded  the 
banking  industry  with  sub- 


ROUND  2: 

Gates  a.nd 
Bingaman 


poenas  to  get  its  views  on 
the  Intuit  deal.  On  Apr  27, 
antitrust  chief  Anne  Binga- 
man sued  to  block  the  deal. 

Deputy  Assistant  Attorney 
General  Steven  Sunshine  says 
that  there's  no  connection  be- 
tween Sporkin's  blast  and  the 
Intuit  action.  Antitrust  law- 
yer Jeffrey  Jacobovitz,  who 
has  filed  complaints  about  the 
Justice-Microsoft  settlement, 
contends  that  Justice  "had  no 
alternative  but  to  challenge 
the  merger  because  of  the 
negative  publicity  Justice  had 
gotten."        Catherine  Yang 


WILD  BLUE  YONDER 


THE  SECOND  BAHLE  OF  BRITAIN 


UNITED  AIRLINES  HAS 

been  grounded  by 
archrival  American 
Airhnes'  Machiavellian 
tactics  over  valuable 
London  landing  rights. 
United  wanted  to  fly 
directly  from  its  Chi- 
cago O'Hare  hub  to 
London's  Heathrow — and  bag 
an  extra  $2(XI  million  in  yeai'- 
ly  revenue. 

United's  Chicago  passen- 


UNITED:  Unfriendly  Heathrow  s  k  ' 


THE  LIST  BOARDROOM  MANNA 


Chrysler  may  have  fended 
off  Kirk  Kerkorian,  but  if  it 
announces  a  new  stock  buy 
back  plan,  it 
won't  be  alone. 
With  profits 
strong,  companies 
have  been  on  a  buyback 
spree  since  1992.  The  point 
is  to  boost  the  share  price 
and  please  investors.  At  ibm, 


a  buyback  (along  with  soar- 
ing earnings)  has  helped 
boost  the  stock  28%  since 
its  January  kick- 
off.  The  monster 
buyback  of  1995 
was  DuPont's 


$8.8  billion  for  most  of  Sea- 
gram's 24%  stake.  Other  in- 
vestors benefited:  DuPont's 
stock  has  surged  13%. 

LARGEST  199S  STOCK  BUYBACKS 


MILLIONS  OF  OOLURS* 

MILLIONS  OF  DOLURS* 

OUPONT 

$8,800 

WELLS  FARGO  $793 

IBM 

2,500 

HEWLETT-PACKARD  750 

BANKAMERICA 

1,900 

FIRST  UNION  648 

AMERICAN  EXPRESS 

1,360 

TRAVELERS  600 

CONAGRA 

821 

GENERAL  MOTORS  583 

•VALUE  ON  DATE  Of  ANNOUNCEMENT 

DATA.  SECURITIES  DATA  CO.,  8W 

gers  now  must  fly  to  cii 
domestic  airports  with  Hitlr. 
row  routes.  American  hairf" 
same  hassle  from  its  Die 
hub.  To  get  a  direct  H(tii 
row  hnk  for  United,  U.  Slit 
gotiators  had  agreed  to  i\i 
British  Airways  an  acie; 
daily  flight  to  Philadelpht ) 
Enter  American.  It  e; 
suaded  Washington  to 
in  on  the  Heathrow  (B 
U.S.    bargainers  pu;ic 
American's  plan  to  gi\ 
and  other  carriers  Heat) 
and,  in  exchange,  let  fe( 
workers  fly  on  ba.  But 
British  rejected  that,  fei 
the  relatively  small-vol 
federal-worker  business 
not  a  fair  trade.  So  the  i 
fell  apart.  United  sa\ 
won't  quit  trying  for  Ht 
row.  American  Airlines 
cials  say  they  counted  t 
on  scotching  United's  i 
than  getting  their  own 
route.     Christina  Del  1 
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FOUR 


a  n  cl  a 

SIXTH 
SENSE 

for  the 

ROAD. 


If  you're  just  looking  for  a  competent  sedan, 
you  have  dozens  of  choices.  If  you  want  style,  power 
and  a  true  feel  for  the  road,  look  no  further  than  the 
Pontiac  Grand  Prix™  Sport  Sedan. 

It  gives  you  more  standard  horsepower  and 
more  standard  features  than  Ford  Taurus,  all  at  a 
lower  price.* 

and  available  offer  maximum 

control  in  all  kinds  of  road  conditions. 

are  standard,  along  with  room  and  comfort 
to  accommodate  a  growing  family  or  a  growing 
clientele. 

So  don't  settle  for  mere  utility.  Listen  to  your 
head,  your  heart  and  your  pocketbook.  They'll 
lead  you  straight  to  the  Pontiac-  Grand  Prix. 

Call  1 -800-2PONTIAC  for  complete  information. 


P  O  N  T  I  a"c1 

GRAND  PRIX 


WE  ARE  DRIVING  EXCITEMENTJ 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper 
limited  warranty,  plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation. 

See  your  dealer  for  details  'Based  on  MSRP  of  popularly  equipped  1995  Ford  Taurus  GL  Sedan.  Level  of  equipment  varies. 


Up  Front 


SHOW  BiZ 

A  STOP  ON  THE  DIAL 
FOR  THE  DISABLED 

A   24-HOUR   CHANNEL  FOR 

disabled  people  has  started 
operations  across  the  U.  S. 
Called  Kaleidoscope,  the  San 
Antonio-based  channel  figm-es 
it  can  find  an  audience 
among  the  estimated  49 
million  Americans  with 
some  form  of  physical 
handicap.  The  Apr.  30 
launch  was  an  expansion 
of  a  three-hour-a-day  ser- 
vice that  began  in  1990, 
the  day  President  George 
Bush  signed  the  Ameri- 
cans with  Disabilities  Act. 

Now  available  to  15 
million  homes,  Kaleido- 
scope already  offers  a 
wide  program  lineup.  For- 
mer  House  Whip  Tony  Co- 
elho,  an  epileptic,  hosts  a 
show  focused  on  Washington 
issues  related  to  the  disabled. 
Vintage  movies  ai'e  caj^tioned 
for  the  deaf.  For  blind  per- 
sons, voice-overs  describe  the 
action.  There's  Kim's  World,  a 
talk  show  with  a  signing  host, 
Kim  Powers,  who  is  deaf  and 


bhnd.  In  the  planning  stage 
are  sitcoms  with  handicapped 
actors  and  a  shopping  sei^vice 
featuring  products  for  the 
disabled. 

Some  of  the  $80  million 
needed  for  the  progi'amming 
will  come  from  fees  that  ca- 
ble companies,  required  to 
screen  public-interest  pro- 


DRAWN  &  QUARTERED 


KIM'S  WORLD-.  The  host  Signs 


grams,  pay  to  cany  the  chan- 
nel. Cash  already  comes  from 
advertisers  such  as  at&t, 
Mattel,  and  J.  C.  Penney, 
which,  for  instance,  pushes 
Velcro-fitted  clothing.  Plus, 
Kaleidoscope  is  negotiating 
with  cable  titan  Tele-Commu- 
nications Inc.  to  take  an  equi- 
ty stake.       Ronald  Grover 


WORKING  OVERSEAS 

RULE  NO.  1:  DON'T  DISS  THE  LOCALS 

WHO  SHOULD  GET  THAT  PLUM  I  where  he  told  jokes  deriding 
foreign  assigTiment?  A  lot  the  natives'  industrious- 

of  companies  tap  em-  ^rJ£^-;;'^_vV  '^^^'^  e.xcluded  them 
ployees  who  are  aces  from  his  parties.  His 

at  technical  matters  or       ^   employees  giiped  to  the 

management.  However,  a  \  government,  which  can- 

new  study  finds  other 


skills  more  important  /  jj®;?^ 
for  an  American  to  be  /  W^M 
successful  overseas. 

Horror  stories  abound,  . 
according  to  Pindential  ^ 
Relocation  Intercultui-al 
Services,  which  did  the 
study.  There  was  the 
company  that  sent  an 
evangelical  Christian  to 
Saudi  Arabia.  He  offend 
ed  locals  by  setting  up  a 
Bible  group  and  got  boot- 
ed out  of  the  countiy.  A  L, 
U.  S.  oil  outfit  transfen-ed  ^ 
an   executive  to  Peru 


celed  the  company's  oil 
concession. 

Prudential  Reloca- 
tion, an  arm  of  Pru- 
dential Insurance, 
asked  72  personnel 
managers  working  at 
multinationals  to  name 
the  best  trait  for  ovei'- 


seas  success.  Nearly 


-      g^f^,  ggj^  cultural  adapt 
^nasp-^.,  ability:  patience,  flexibil- 
'i'.>;\  ity,  and  tolerance  for 
u^lij  others'   beliefs.  Only 
^■J  22%  of  them  listed  tech- 
nical and  management 
^  skills.       Sandra  Dallas 


AFTERLIVES 

THIS  MOGUL 
SWEARS  OFF  MEDIA 

NO   MEDIA   DEALS,  PLEASE. 

That's  the  credo  of  Martin 
Davis,  who  is  now  in  the 
buyout  biz.  Davis,  ex-CEO  of 
Paramount,  thinks 
buying  media  and  en- 
tertainment assets  is 
just  too  expensive. 
He  ought  to  know. 

A  year  ago,  Davis 
stepped  down  at  Par- 
amount after  helping 
swing  one  of  the  most 
celebrated  media 
deals  of  all  time:  his 
outfit's  $10  billion  pur- 
chase by  Viacom.  At 
six  times  cash  flow,  that  was 
considered  rich  at  the  time, 
but  it  still  was  less  pricey 
than  the  15  times  cash  flow, 
or  $5.7  billion,  that  Edgar 


DAVIS:  hi  the 

buyout  game 


Bronfman's  Seagi'am  is 
ing  for  MCA.  Davis  won't 
ment  on  the  Bronfman 
Davis,  now  67  and  a 
member  of  Viacom's  i>: 
National  Amusement 
looking  for  institutional  a 
ey  for  his  new  invest 
firm.  Wellspring  Assoc 
which  opened  in 
uary,  has  hired 
professionals 
top-flight  places 
catch:  GE  Caj 
Robert  Johan 
Davis'  strategy 
buy  underperfoi 
mdustrial  compi 
such  as  an  auto- 
maker, and  turn 
around.  Irony: 
he  became  ce 
Paramount  (then  called 
&  Western)  in  1983,  h 
vested  scores  of  smoke 
outfits  to  focus  on  medi 
entertainment. 


THE  BIG  PICTURE 


CAMPUS  HIRING 
REBOUNDS 


Good  news  for  Generation  X. 
After  years  of  corporate  cold 
shoulders,  campuses  find 
hiring  of  new  grads  is  up  13.9%. 
A  survey  shows  the  biggest 
turnaround  is  for  freshly  mint- 
ed PhDs,  climbing  34.5%  since 
last  year.  Bachelor-degree 
hires  rose  12.2%;  MBAs,  6.6%. 

DATA:  HANIGAN  CONSULTING  GROUP 


NUMBER  OF 
NEW-GRAD  HIRES 


20-1 


ATHOUSANDS  E< 

-REPRESENTATIVE  SAMPLE  OF  100  LARGE  COMPAI 
ACADEMIC  DEGREES  FROM  BACHELORS  TO  DOCK 


FOOTNOTES  Sales  of  sports  trading  cards,  1993:  $706  million;  1994  (baseball  strike,  hockey  lockout):  $658  million 
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When  the  body 
is  comfortable, 
the  mind  travels 
at  ease,  too. 


That's  the  pliilosopliy  behind 
World  Business  Class,"'  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  personal  space  than  any 
other  worldwide  airline. 


Plus  personal  videos,  inno\ati\e 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
worid.  Call  yoLir  travel  agent,  KLM, 
or  Northwest  Airlines. 


@ NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fly. 
1«800«447»4747 


KLM 


NORTHWEST 

AIRLINES 


World  Business  Class~ 


Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses  %f 


There's  a  lot 
than  you  p 


VISION.  Companies  rhat  have  it 
possess  the  insight  and  inherent 
strength  to  create  fundamen- 
tal change.  ▲  The  kind 


of  change 
that  has  en-  • 
abled  Rockwell  to 
emerge  as  a  powerful 
commercial  force  over  the  last 
ten  years.  A  This  vision  has  changed  our  sales 

mix  to  70  percent 


Changing  Sales  Composition 


Commercial 
and 

International 


Aerospace 
and 

Defense 


1994 

From  m-i 
^  w  199-i.  Rockwell 

1984  i  himged  its  sales 

mix  to  70  percent  commercial  and 
international  by  lei'eraging  new  technolo- 
gies and  products,  unique  synergies,  and 
glnbal  opportunities  to  aggressively  serve 
its  customers. 


commercial  and  international 
business.  Its  made  us  a  rapidly 
growing  force  in  markets 
ranging  from  telecommu-  ^ 
nications  and  automotive  to 
industrial  automation  -  while  maintaining 
our  leadership  positions  in  aerospace  and  defense. 
And  today,  it's  driving  us  to  be  the  world's  best 


Automation      ▲     Avionics      ▲     Telecommunications      ▲      Defense  Electro 


to  Rockwell 


ibly  p 


erceive. 


diversified  high-technology  company. 
A  By  striving  to  make  our  customers 
the  worlds  most  successful,  we 
have  dramatically  changed 


our  $12.5 
billion  com- 
pany Creating 
new  synergies,  and 
putting  leading- edge  practices 
and  technologies  to  work.  A  Whether  its 
*        making  cars  smarter  with  advanced  Rockwell 
electronics.  Integrating  head-up  displays  into  avionics 
for  major  airlines.  Becoming  the  world's  leading  supplier  of 
modems  for  PCs  and  fax  machines.  Or  building  a  $3.5 
billion  global  industrial  automation  enterprise  with  our 
Allen-Bradley  and  Reliance  Electric  businesses.  A  Its  time 
to  change  your  perception  of  Rockwell.  For  further  information 
about  our  activities,  write  to  Rockwell,  P.O.  Box  4251,  Dept.  BWN,  Seal 
Beach,  CA  90740-8251.  You'll  see  a  lot  more  in  us  than  you  ever  imagined. 


ace 


Automotive 


Graphic  Systems 


4.^  RockuveH 
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BusinessWeek 


REFORM 

AND  THE  THREE  Rs 


The  real  problem  with  public  edu- 
cation is  bad  management  ("Will 
Schools  ever  get  better?"  Cover  Stoiy, 
Apr.  17).  When  people  invest  in  stocks, 
mutual  funds,  and  startups,  what  they 
are  investing  in  is  management.  If  pub- 
lic school  districts  were  traded  on  the 
New  York  Stock  Exchange,  they  would 
soon  go  broke. 

The  educational  establishment  simply 
does  not  have  the  stomach  or  the  per- 
sonality types  to  change.  Current  lead- 
ership wants  the  status  quo. 

If  we  put  corporate  types  in  as 
superintendents  and  principals  and  ro- 
tated all  cuiTent  teachers  and  managers 
to  the  private  sector  for  a  year  once 
every  five  years,  we  would  shortly 
have  a  far  different  look 
about  our  schools. 
Edmund  G.  Gildersleeve 
Oakland,  Calif. 

I  do  not  agree  with 
the  comment  in  your  ed- 
itorial that  teachers  have 
gained  "a  compensation 
package  that  is  the  envy 
of  most  working  people: 
10-week  vacations  and  a 
gold-plated  package  of 
health  and  pension  bene- 
fits that  disappeared  in 
the  private  sector  long  ago." 

All  the  teachers  I  know  have  mas- 
ters degrees  or  more  and  continually 
take  refresher  courses  during  "summer 
vacations."  Furthermore,  they  spend 
their  evenings  grading  papers,  unlike 
professionals  fortunate  enough  to  ob- 
serve office  hours.  For  my  money, 
teachers  in  public  schools  are  worth 
twice  what  they  get. 

P.  Douglas  Fowler 
Statesboro,  Ga. 

In  my  23  years  as  a  public-school 
teachei;  I  have  seen  a  parade  of  ideas 
for  improving  schools.  Whether  they 
were  good  or  not  made  little  differ- 
ence, because  none  of  them  addressed 


BusinessWeek 

S(i;u-inS,  :u«!     XTTTT  T 
mono  b;iisl«.  WxJjIj 

T  O 

E\^RGET 
BETTER?  , 

Si 

the  structure  of  public  educ; 

A  school  system  is  a  moni 
What's  more,  it  is  a  protected  m^ 
ly.  Customers  must  shop  at  our 
no  matter  what  we  put  on  the  sh^ 
Pubhc  education  will  not  get  bett( 
til  vouchers  let  our  customers 
somewhere  else  if  need  be. 

Tom  Sli 
Bayville, 

Another  lesson  to  be  learned  by 
lie  educators  from  U.  S.  corporatii 
"pay  for  performance."  I  fii'mly  bi 
that  teachers  would  have  an  ince 
to  develop  better  students  if  the  t 
ers  received  only  a  percentage  of 
salary  [automatically].  The  rema 
would  be  paid  on  a  graduated 
depending  on  how  far  their  stu^ 
exceeded  a  minimum  score  on 
dardized  state  or  ft 
tests. 

Exceptional  gi 
achieved  by  their 
dents  would  resii 
commissions  for  tea 
that  exceeded  lOd 
salary.  However,  i 
would  be  no  commi^ 
for  teachers  whos( 
dents  did  not  achii 
specified  minimum 
Let's  bring  the 
world  to  academia. 

Robert  Wintei'! 
Croton-on-Hudson, 

You  say  public  schools  are  "fritt 

away  vast  sums  "  Before  rea 

such  a  conclusion,  it  makes  sen 
look  at  just  what  sums  are  being 
for  what  purposes. 

Using  figures  cited  in  the  ar 
one  can  compare  the  federal,  stati 
local  education  spending  for  youn.u 
5  to  18  with  the  federal  spendii: 
Medicare  and  Social  Security,  \ 
goes  to  the  12%  of  the  populatioii 
is  age  65  and  over. 

The  bottom  line  is  that  s 
spending  is  $6,675  per  child,  ■ 
Medicare-Social  Security  outlay 
$15,387  per  recipient.  Could  thei 
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Readers  Report   . 


something  wrong  with  this  picture? 

Jane  Sjogren 
Associate  Professor 
Simmons  College 
Boston 

DAVID  CARD'S  SIDE  OF 

THE  MINIMUM-WAGE  BROUHAHA 

Paul  Craig  Roberts  writes,  in  "A 
minimum-wage  study  with  minimum 
credibility"  (Economic  Viewpoint,  Apr. 
24):  "Michigan  State  University  Pro- 
fessor David  Neumark  and  Federal  Re- 
serve economist  William  Wascher  ac- 
quired the  actual  payroll  data  from 
fast-food  establishments  in  New  Jer- 
sey and  Pennsylvania.  The  payroll  data 
show  that  fast-food  employment  did 
not  increase  in  New  Jersey  after  the 
minimum  wage  increase.  [Instead,  it 
declined  4.8%  relative  to  the  control 
group  in  neighboring  Pennsylvania.]" 

On  the  contrary,  Neumark  and  Was- 
cher did  not  acquire  the  payroll  data. 
Rather,  the  data  v/ere  acquired  from 
a  selected  group  of  franchisees  by  the 
Employment  Pohcy  Institute  (epi),  an 
organization  funded  by  business  con- 
tributions and  opposed  to  minimum- 
wage  increases,  epi  then  provided  data 
to  Neumark  and  Wascher. 

The  data  set  used  in  my  study  with 
Alan  Krueger  of  the  effect  of  the  New 
Jersey  minimum  wage  includes  410  res- 
taurants from  four  fast-food  chains: 
Burger  King,  kfc,  Roy  Rogers,  and 
Wendy's.  Our  sample  includes  both  com- 
pany-owned and  franchise  outlets.  The 
payroll  data  set  used  by  Neumark  and 
Wascher  includes  71  restaurants  in  the 
Burger  King  and  Wendy's  chains,  all 
owned  by  franchisees.  Neumark  and 
Wascher  have  not  shown  that  results 
based  on  "the  actual  payroll  data"  differ 
from  the  results  reported  in  our  study. 
They  have  not  even  analyzed  data  for 
the  same  restaurants,  or  the  same  res- 
taurant chains,  or  for  stores  operated 
by  the  same  groups  of  owners. 

David  Card 
Professor  of  Economics 
Princeton  University 
Princeton,  N.J. 
Editor's  Note:  New  Jersey's  experience 
is  hotly  debated  in  the  economic  profes- 
sion. The  study  by  Card  and  Krueger 
was  based  on  a  telephone  survey  of 
outlets  of  four  fast-food  restaurant 
chains.  It  concluded  that  employment 
in  New  Jersey  outlets  rose  after  the 
state  raised  the  minimum  wage  in 
1992,  while  employment  fell  in  neigh- 
boring Pennsylvania,  where  the  mini- 
mum wage  did  not  change.  NeumoTk 
and  Wascher,  using  payroll  data  from 


CORRECTIONS  &  CUUtlFICATIONS 

"From  the  microbrewers  who  brought  you 
Bud,  Coors ..."  (Marketing,  Apr.  24)  erred  in 
stating  that  Anheuser-Busch  Cos.  and  Mill- 
er Brewing  Co.  have  spent  decades  acquir- 
ing smaller  rivals.  Until  their  recent  micro- 
brewery  deals,  neither  company  had  made 
significant  acquisitions  of  rival  brewers. 

In  Inside  Wall  Street  (May  8),  a  graphic  was 
misplaced  and  mislabeled.  The  chart  track- 
ing the  stock  of  Teva  should  have  accom- 
panied the  item  on  Specialty  Equipment, 
whose  path  the  graphic  really  reflects. 


two  chains,  found  that  employment 
rose  in  New  Jersey  but  rose  even  fast- 
er in  Pennsylvania.  Neumark  says  he 
verified  by  phone  that  the  data  provid- 
ed by  EPI  were  complete.  He  says  his 
study,  still  collecting  data,  has  com- 
pared results  07ily  with  the  similar 
portion  of  Card's  restaurants. 

Roberts  claims  that  the  data  used 
in  the  Card-Krueger  study  of  minimum 
wages  are  obviously  flawed  and  that 
the  pubhcation  of  this  paper  casts  seri- 
ous doubts  on  Card's  competence  as  an 
economist  as  well  as  on  the  standards 
at  The  American  Economic  Review. 

Roberts  dramatically  overstates  the 
flaws.  He  notes  that  the  data  contain 
large  variations  hard  to  explain.  In  eco- 
nomics, data  often  look  like  this — and 
well-understood  ways  exist  to  assess 
the  consequences  of  such  variation  for 
empirical  results.  One  of  us  did  a  statis- 
tical re-analysis  of  the  Card-Krueger 
data  and  found  the  basic  findings  unaf- 
fected by  this  variation.  The  study  by 
Neumark  and  Wascher  cited  by  Roberts 
performs  a  service  by  collecting  addi- 
tional data  on  this  point.  That  their 
findings  contradict  Card's  and  Krueger's 
is  evidence  of  healthy  discourse  on  a 
difficult  empuical  problem — not,  as  Rob- 
erts asserts,  evidence  of  incompetence. 

Anyone  who  follows  economics  lit- 
erature knows  that  Card  is  among  the 
most  careful  and  conscientious  people 
doing  empirical  work  in  labor  econom- 
ics. Roberts'  attempt  to  portray  Card 
otherwise  is  a  blatant  effort  to  intimi- 
date dissenting  voices. 

Jim  Rebitzer 
Sloan  School,  mit 
Cambridge,  Mass. 

Lowell  Taylor 
Heinz  School 
Carnegie  Mellon  University 
Pittsburgh 


Paul  Craig  Roberts  says  that 
gue  that  an  increase  in  the  mil 
wage  may  raise  employment  > 
"the  law  of  demand,  the  come; 
of  economic  science."  Nonsense! 

Economists  have  long  knowi 
under  the  widespread  imperfect  c 
tition  in  our  economy,  raising  thi 
imum  wage  can  lower  the  critica 
ginal  or  incremental  cost  of 
additional  workers.  Where  there 
effective  minimum  wage,  hiring 
workers  may  require  offering  1 
wages  not  only  to  new  workei 
also  to  existing  ones,  making  the 
tional  costs  prohibitive.  If  the 
mum  wage  is  set  high  enough 
effective,  increased  hiring  may 
an  incremental  cost  equal  to  on 
wages  paid  to  the  additional  wo 
since  existing  workers  have  al 
had  their  wages  raised.  Hence,  c 
nies  may  indeed  increase  emplo 
when  the  minimum  wage  is  rais* 

The  study  was  properly  recei\ 
ingenious  and  outstanding.  But  i 
only  one  of  a  number  of  recent  s 
showing  that  the  minimum  wai. 
not  significantly  reduce  employ 
Roberts'  attacks  on  the  America) 
nomic  Assn.  and  on  Card,  whe 
receive  the  aea's  highest  award 
economist  under  40,  are  nasty  ai 
justified.  I  have  served  on  the  co 
tees  that  make  the  awards;  the 
not  given  to  those  who  do  si 
work. 

Robert  I: 
Department  of  Econ 
Northwestern  Univ 
Evanstr 

Editor's  note:  Eisner  is  a  past 
dent  of  the  American  Economic  . 
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Graphical 
Statements 

Why  settle  for  a 
bunch  of  numbers? 
Our  clients  told  us  what  they  wanted 
in  a  participant  statement,  and  the 
result  is  informative,  user-friendly, 
and  easy  to  follow. 


Leading  Edge 
Technology 

Using  state-of-the-art 
audio/visual  tools,  zve  look 
forward  to  helping  your 
employees  understand 
your  401(k)  plan 


iSBlS  smart 


When  your  employees  understand  your  401  (k)  plan,  you  have  more  satisfied  employees. 
That  is  why  you  need  an  employee  education  plan  tailored  to  your  specific  needs — and 
leading  edge  technology  to  deliver  it.  Helping  your  employees  get  the  most  out  of  your 
401(k)  is  the  essence  of  a  successful  partnership  with  your  plan  provider.  And  why  you 
should  consider  Scudder  to  be  your  provider.  To  explore  how  a  partnership  with  Scudder 
can  give  you  the  right  401(k)  plan  for  your  company,  please  call  us  at  1-800-323-6105,  ext.  105. 

*'  SCUDDER 


Managed 
Planning  Process 

Every  client  is  diffcroit.  So, 
as  a  first  step  ui  our  partner- 
ship, a  Scudder  professional 
will  help  you  assess  your 
employees'  needs,  including, 
if  appropriate,  conducting 
focus  groups  to  inform  the 
planning  process.  Only  then 
do  ive  create  an  employee 
education  program — because 
any  worthwlulc  partnership 
begins  with  understanding. 


'act  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  prospectus,  which  contains  more  complete  informolion,  includ- 
nanagement  tees  and  other  expenses.  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money. 


T  H  I  N  K 


STARTING 
.  A  NEW  BUSINESS 
IS  SIMPLY 
A  MATTER  OF 
KNOWING  WHERE 
TO  TURN 


The  uncertainties  ofstaHing  a  business 
could  corner  you.  You  need  information,  but 
don't  know  where  to  find  it.  Quickly  and  easily. 
How  do  you  get  special  government  financing? 
OrbuiUl  a  business  plan?  What  about  tax  laws? 
Just  to  name  a  few... 

But  now  there's  help.  Introducing  AT&T 
Resources  for  New  Business"  0)ily  from  AT&T. 

One  call  gives  you  direct  access  to  the 
people,  inforniatio)!  and  answers  that  can  help 
you  navigate  through  the  difficulties  of  stai1i)ig 
a  busiiwss. 

Questions  about  technology,  specific  iii- 
dustries  or  the  Internet?  You  can  eve) i  get  informa- 
tion by  fax.  24  hours  a  day,  7 days  a  week.  You  can 
also  receive  hundreds  of  dollars  (f  discouiits  o)i 
office  equipment,  computer  siftware  and  more. 

These  boiefits  are  made  possible  through 
AT&T's  alliances  with  leading  information,  tech- 
nology and  office  supply  companies. 

And  best  of  all.  these  resources  are  now 
available  through  one  easy  .source.  The  same  source 
that  provides  you  with  reliable,  high-quality  lo)ig 
distance  sen' ice:  AT&T. 

You  ccui  o)ily  get  this  from  AT&T.  So  call 
1  800  STARTER  Aiui  discover  how  we  caii  help 
get  your  business  staited  in  the  right  direction. 

It  's  >iot  what  you  'd  expect  from  a  long 
distance  company,  but  that's  the poirit. 

AT&T  For  the  life  of  your  business: 


ATSiT 


Books 


A  MOMENT  ON  THE  EARTH 

The  Coming  Age  of  Environmental  Optimism 

By  Gregg  Easterbrook 
Viking.  745pp.  $27.95 


SHOULD  THE  GREENS 
TAKE  A  BREATHER? 


Chicken  Little  may  be  part  of  an 
endangered  species.  With  the  re- 
cent 25th  anniversary  of  Earth 
Day  came  the  release  of  a  spate  of 
books  on  the  environment — including 
several  suggesting  that  the  apocalypse 
may  not  be  coming  after  all.  Perhaps 
the  best  of  these  revisionist  efforts  is 
Gregg  Easterbrook's  A  Moment  on  the 
Earth,  a  refreshing,  evenhanded  apprais- 
al of  the  state  of  the  planet. 

Once-damaged  forests,  the  author  re- 
ports, are  rebounding,  the  number  of 
bird  species  has  not  plummeted  as  pre- 
dicted, and  even  smog  has  been  dissipat- 
ing in  most  U.  S.  cities.  Yesterday's  tox- 
ic-waste sites  often  teem  with  wildlife, 
he  says,  while  "degi'adation  of  pristine 
river's  by  new  watei"  pollution  has  essen- 
tially ended  in  the  U.  S."  After  expand- 
ing on  several  such  cases,  "ecorealist" 
Easterbrook  sends  a  stem  waiTiing  that 
gi-een  gr-oups  risk  losing  whatever  polit- 
ical clout  they  still  have  in  Washington 
by  sounding  the  alarm  long  after  it  has 
been  shown  that  the  sky  isn't  falling. 
"Accurate  understanding  of  the  actual 
state  of  the  environment  will  serve  the 
Earth  better  than  expressions  of  panic," 
he  contends. 

That's  no  doubt  true.  But  demands 
for  further  investigation  of  environmen- 
tal damage  can  be  employed  to  delay 
needed  regulation.  Moreover,  Easter- 
brook expends  so  much  effort  on  a  bull- 
ish evaluation  of  the  environment  that 
when  he  then  calls  for  strict  enforce- 
ment of  existing  laws  to  protect  flora 
and  fauna,  you  wonder  what  he's  talking 
about. 

Still,  Easterbrook  is  right  when  he 
argues  that  man-made  predations  should 
be  understood  in  a  broader  context.  In- 
viting readers  to  take  the  long  view,  he 
insists  that  the  hami  done  "to  nature  by 
nature"  has  been  far  greater  than  any 
damage  done  by  humans.  For  example, 
he  says  estimates  of  cataclysmic  aster'oid 


and  comet  collisions  with  the  earth 
show  that  the  planet  "has  been  battered 
a  thousand  times  by  hammer  blows  as 
strong  as  the  one  that  wiped  out  the  di- 
nosaurs"—yet  the  earth  survives. 

In  23  painstakingly  reported  chap- 
ters on  problems  ranging  from  acid  rain 
to  water  pollution,  Easterbrook  demon- 
strates his  skills.  Accounts  of  the  be- 
hind-the-scenes politics  of  environmental 
battles,  such  as  those  over  the  Northern 
spotted  owl  and  Superfund  sites,  help 
make  a  case  that  environ- 
mentalists have  over- 
played their  hand. 

Consider  the  hysteria 
over  the  demise  of  the  na- 
tion's forests.  In  the  mid- 
18th  centuiy,  he  reports, 
35%  of  Connecticut,  Mass- 
achusetts, and  Vermont 
was  wooded.  Today,  as  a 
result  of  forest  manage- 
ment, the  figure  is  59%. 
Easterbrook  also  revisits 
the  dire  predictions  of  Ra- 
chel Cai-son's  1962  environ- 
mental wake-up  call.  Silent 
Spring.  Carson  had  fore- 
cast that  as  many  as  40  bird  species 
could  meet  extinction  if  the  use  of  pesti- 
cides and  other  chemicals  were  not 
curbed.  Of  the  40,  Easterbrook  finds  19 
with  stable  populations,  14  increasing  in 
number,  and  7  declining  in  population. 

Some  of  that  success  is  attributable 
to  changes  prompted  by  Carson's  book. 
Yet  Easterbrook  faults  environmental- 
ists for  downplaying  the  acliievements  of 
government  rules.  His  portrait  of  the 
gi'een  movement  reveals  why  it  clings 
to  a  doomsday  script.  On  a  visit  to  Cal- 
ifornia, for  instance,  he  documents  the 
existence  of  many  more  spotted  owls 
than  environmental  gi'oups  admit.  Later, 
environmentalists  privately  concede  the 
exaggeration  but  justify  their  numbers 
on  the  gTounds  that  "a  vahd  goal,  old- 


A  MOMENT 
ON  THE  EARTH 


growth  forest  preservation,  is  sered 
Easterbrook  also  has  barbs  for  nv 
ronmentaUsts  who  care  more  io 
plants  and  animals  than  humans.  1 1; 
Third  World,  he  notes,  green  giu 
agitate  for  forest  and  species  prott: 
but  don't  pay  nearly  as  much  atte 
to  such  problems  as  poUution-ci 
respiratory  illnesses  that  kill  millit 
children  annually. 

Many  of  these  points  are  on  t;i 
But  Easterbrook's  vision  of  the  fi 
and  his  nosti-ums  are  marked  by  e 
sive  optimism  and  exaggeration.  H 
clares,  for  instance,  that  the  We: 
world  is  "on  the  verge  of  the  gre 
ecological  renewal  that  humankini 
known."  And  he  calls  for  "people 
chines,  and  nature"  to  work  tog< 
toward  a  "New  Nature" — a  v 
where  advances  in  genetic  engine 
could  be  used  to  stop  human  viole 
Most  troubhng  are  Easterbrook' 
supported  inferences.  On  global  w 
ing,  for  example,  he  s 
that  "reasoned  disci 
leads  to  the  conch 
that  reforms  are  ju.'^ 
but  also  that  end-ot 
world  rhetoric 
be  dispensed  with." 
foDovring  a  lengthy  di 
sion  dowTiplaying  the 
ger  of  global  warmi 
Easterbrook  goes  so  t 
to  assert  that  gry 
warming  would  acti 
benefit  worldwide  ag 
ture — he  then  changt 
rection  and  concl 
that  "any  reasonable 
icy  that  reduces  the  odds  of  cli] 
change  is  more  than  worth  the  pr 
After  such  an  argument,  the  re 
may  be  more  likely  to  draw  the  o 
site  conclusion. 

Coming  from  a  self-proclaimed  "; 
ical  liberal,"  such  analysis  could  pre 
windfall  for  conservatives  deternr 
to  dismantle  environmental  progr 
If,  however,  the  book  is  used  as  Ea 
brook  intended — to  improve  protec 
by  basing  them  not  on  emotional 
peals  but  on  scientific  investigati 
this  book  will  help  put  the  U.  S 
path  toward  more  rational  environi 
tal  protection. 

BY  MARY  BETH  RE 
Regan  covers  environmental  d 
opments  from  Washington. 


THE  AUTHOR  SAYS  ENVIRONMENTALISTS  WOULD 


GET  FURTHER  BY  AVOIDING  DOOMSDAY  RHETORK 
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'ompaq  and  IBM 

Te  expected  to  dominate  the 
entium®  processor  PC  market. 

HP  PCs 


ed  that  theory. 


HP  introduces  the  best  value 
in  Pentium®  processor  PCs 
for  business. 

Our  75,  90  and  lOOMHz  HP  Vectra  PCs 
are  priced  below  Compaq's  and  IBM's 

comparable  Pentium*  i  'from''  

processor-based  lines,         V,  ^ 


But  HP  is  top  of  the    ^\  QSff 

line  when  it  comes  I  1  

to  features  such  as  performance, 
reliability  and  service. 

In  addition,  HP  was  ranked  highest  in 
customer  satisfaction  in  the  1994 
J.D.  Power  and  Associates  Customer 
Satisfaction  Study'  among  desktop 
personal  computer  business  users. 

Find  out  why  HP  PCs  are  blowing 
away  the  competition.  For  more  infor- 
mation or  the  name  of  your  nearest 
HP  dealer,  call  us  at  1-800-322-HPPC, 
Ext.  9388.^ 


HEWLETT^ 
PACKARD 


i  ln  Canada,  call  1-800-387-3867  'Average  U.S  street  price.  Monitor  not  included.  All  HP  Vectra  PCs  come  with  MS-DOS'  6.2  and  MS  Windows  for  Workgroups  3  11  pre-mstalled,  HP 
mouse  and  keyboard  'Source  1994  J  D  Power  and  Associates  PC  Customer  Satisfaction  Study.'"  Study  conducted  among  business  users  and  based  on  1.528  user  respondents.  MS- 
DOS  IS  a  U  S  registered  trademark  and  Windows  is  a  U-S.  trademark  of  Microsoft  Corporation.  Pentium  and  the  Intel  Inside  logo  are  U.S.  registered  trademarks  of  Intel  Corporation 
©1995  Hewlett-Packard  Company  PPG418 
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WE'RE  MAKING 

Today,  for  doctors  and  patients  alike,  the 
diagnosis  has  never  been  better.  Because 
thanks  to  diagnostic  systems  developed  by 
Bayer,  getting  quick,  accurate  diagnosis  has 

IT  EASIER 

gotten  easier.  From  automated  analyzers 
that  allow  hospitals  and  laboratories  to 
get  precise  blood  and  urine  analyses,  to 
blood  glucose  meters,  which  let  diabetics 

FOR  YOU  TO 

get  convenient  and  reliable  blood  glucose 
readings  at  home.  Along  with  important 
diagnostics,  including  medical  imaging, 
Bayer  manufactures  pharmaceuticals 

GET  INSIDE 

that  treat  illnesses  from  hypertension,  to 
heart  disease,  to  infection.  As  one  of  the 
world's  leading  developers  of  diagnostics 
technology  and  pharmaceuticals,  our 

INFORMATION 

name  goes  way  beyond  aspirin.  Because 
at  Bayer,  we  know  that  true  medical 
progress  begins  with  products  that  give 
you  and  your  doctors  every  advantage.  ' 

Bayer 

WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 


Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

TONY  PRINTERS 
FOR  THE  HOME 


!I 


ot  long  ago,  home 
printing  meant  lousy 
printing,  whether  it 
was  foi'  work,  school,  or  play. 
Most  printers  for  the  home 
were  noisy  dot-matrix  mod- 
els that  jammed  frequently 
and  turned  out  fuzzy  print. 
You  needed  special  paper 
that  had  ragged  edges  after 
you  separated  the  sheets 
along  the  perforations  and 
stripped  off  the  little  holes 
on  the  side. 

What  a  difference  a  little 
technology  makes.  The  lat- 


Not  long  ago,   home        The  power  of  home  print- 
printing  meant  lousy    ing  these  days  is  deinonstrat- 
printing,  whether  it    ed  by  a  trio  of  new  ink-jet 
printers.  The  BJC-600e  from 
Canon  Computer  Systems 
Inc.  is  a  typical  high-quality 
entiy.  Although  you  can  get  a 
color  printer  for  less  than  this 
model's  $469  street  price,  you 
would  have  to  settle  for  slow- 
er, and  probably  poorer  qual- 
ity, printing.  The  BJC-600e 
can  tmn  out  up  to  foui'  pages 
per  minute  in  black  only, 
though  the  best-quality  print- 
ing is  slower.  A  full-color 
draft  page  takes  about  a 
minute.  Paper  handling, 
much  improved  from  eai'lier 
ink-jets,  lets  the  Canon  unit 
hold  up  to  100  sheets  of  pa- 
per or  15  envelopes. 

Cool   features  extend 
beyond  the  printer  itself, 
"ne  is  software  that 
helps  you  get  more 
out   of  your  ma- 
chine.  The  BJC- 
600e  comes  with 
two  programs,  Col- 
Advisor  and  Station- 
eiy  Store.  Color 
Advisor  takes 
documents  ft'om 
popular  Win- 
dows word  pro- 
cessors, spread- 

of  precision  de-     BJC-yo  Csrtovvn;  $359     sheets,  and 

BJC-600e  469  presentation 


est  crop 
of  inexpensive 
ink-jet  printers 
take  advantage 


MAKER/MODEL 


1  Ink-jets 


STREET  PRICE 


CANON  COMPUTER  SYSTEMS  INC. 
800  848-4123 


HEWLEn-PACKARD  CO 
800  752-0900 

DESKJET  660C 


signs  and  high- 
tech inks  to  let 
you  print  a 
business  letter 
or  a  school  re- 
port with  quality  that  can  ri- 
val an  office  laser  printer. 
Better  yet,  virtually  all  of 
today's  ink-jet  printers  pro- 
duce vibrant  color.  You  can 
add  just  a  splash  to  brighten 
a  letterhead  or  use  the  full 
palette  for  charts  on  plain 
paper  and  overhead-projec- 
tor slides  on  plastic  film. 


499 


graphics  pro- 
grams and  sug- 
gests schemes 
to  make  effec- 
tive use  of  color  The  Station- 
ery Store  program  provides 
templates  to  create  such 
things  as  letterheads,  bro- 
chures, and  greeting  cards. 
After  making  youi'  card,  youi' 
printer  can  outline  a  custom- 
designed  envelope  on  regu- 
lar paper.  You  then  cut  along 
the  dotted  lines  and  paste. 


The  BJC-600e  is  getting 
some  serious  competition 
ft"om  Hewlett-Packard  Co.'s 
slightly  more  expensive 
DeskJet  660C.  The  DeskJet 
(available  for  the  Mac  as  the 
Desk  Writer  660C)  lacks  the 
Canon  machine's  software 
touches,  but  it  compensates 
with  splendid  color  printing. 
Compared  with  what  I  had 
regarded  as  the  ink-jet  col- 
or-quality champ,  the  Epson 
Stylus  Color  (BW— Sept.  26), 
the  DeskJet  is  much  faster, 
at  least  equal  in  color  quality, 
and  fai'  supeiior  in  text  print- 
ing. The  best  coloi'  requires 
special  glossy  paper  and 
slows  the  printing  to  thi-ee 
minutes  per  page,  but  the 
near-photographic  results  are 
worth  the  wait. 
TOPPLING  ENVELOPES.  If  you 
want  a  printer  that  can  work 
on  your  desk  and  on  the 
road,  consider  the  Canon 
BJC-70.  It  weighs  only  thi'ee 
pounds  and  is  small  enough 
to  be  stuffed  into  a  suitcase, 
though  the  absence  of  bat- 
tery power  limits  its  port- 
ability a  bit.  The  main  trade- 
off for  its  compactness  is  in 
paper  handling:  It  holds  just 
30  sheets.  While  Canon 
claims  it  can  take  five  enve- 
lopes, I  found  it  difficult  to 
do  more  than  one  at  a  time 
because  of  the  tendency  for 
the  envelopes  to  topple  while 
waiting  their  turn.  If  your 
printing  volume  is  fairly 
light,  you'll  probably  be  hap- 
py with  the  BJC-70  as  your 
only  printer. 

While  HP  and  Canon  domi- 
nate the  market  for  ink-jet 
printers,  IBM  spin-off  Lex- 
mark International  is  coming 
on  strong.  The  company  will 
shortly  announce  a  new  mod- 
el that  offers  many  of  the 
features  of  the  BJC-600e  and 
the  new  DeskJet  and  is 
priced  below  its  competitors. 
If  you  need  a  printer  now, 
you're  sui-e  to  find  all  the  fea- 
tures you  need  at  a  reason- 
able cost.  But  if  you  can  wait 
a  while,  you  will  probably 
end  up  saving  some  money. 
I'll  take  a  look  at  the  Lex- 
mark as  soon  as  I  can. 


BULLETIN  BOAR] 


SLIDE  SHOWS 
PLU6-IN-AND-P0INT 

If  you  do  slide-show  preser 
tions,  it's  becoming  increa; 
ingly  likely  that  you're  work 
directly  from  a  laptop  com- 
puter rather  than  from  tran 
parencies.  But  using  a  mot 
to  control  the  show  from  a 
lectern  is  awkward.  Remott 
Point  from  Interlink 
Electronics  (805  484- 


1331)  can  make  the  preser 
tion  a  lot  easier.  A  small  m 
frared  sensor  plugs  into  yo 
Mac  or  Windows  computer, 
and  an  oblong  device  with 
pressure-sensitive  rubber  r 
controls  the  cursor  from  ui_ 
40  feet  away.  It  takes  a  bit 
practice  to  control  the  Rem- 
ePoint.  But  once  you  get  th 
hang  of  it,  using  the  pointe 
is  a  lot  easier  than  fumblir 
with  a  mouse  or  trackball 
while  giving  a  presentation 

WINDOWS  WATCH 
QUICK  FIXES 

As  Microsoft  pulls  out  the 
stops  to  make  its  August  t; 
get  for  shipping  Windows 
executives  know  they  can'! 
all  the  kinks  out  in  time.  S* 
they're  planning  to  offer  re 
lar  quarterly  updates  forth 
operating  system,  includini 
bug  fixes  and  support  for  n 
printers,  video  cards,  and  i 
er  hardware  add-ons.  Deta 
haven't  been  worked  out,  b 
the  updates  will  be  availat 
for  downloading  from  the  n 
Microsoft  Network  and  otht 
online  services.  Disks  will 
probably  also  be  made  ava 
able  by  paid  subscription. 


QUESTIONS?  CQMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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iiif   60th  unwritten  law 
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TO  TAKE  OUT 
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CLEARANCE,  THE  TROOPER  LIMITED 
HAS  MORE  PROTECTIVE  SKID  PLATES 
THAN  ANY  OTHER  IN  ITS  CLASS. 


Ouch'  That  sound.  That  metal  against  concrete  sound.  It  sends  a  flash  of 


panic  through  your  body  as  you  visualize  a  pool  of  10/30  weight  slowly 


forming  underneath  you.  You  didn't  mean  to.  Just  like  the  curb  the  other 


day.  And  where  did  that  mattress  on  the  freeway  come  from,  anyway? 


To  get  over  these  daily  obstacles,  we  suggest  a  vehicle  engineered  to  get 
you  over  mountain  ranges  and  such.  The  new 

ISUZU 

Trooper  Limited.  Please  call  (800)  726-2700.      Practically /Amazing 


iT  ARE  THE  ISSUES? 


"ter  everybody's  finished 
inf;  this  magazine,  it  will 
ably  end  up  in  a  recycUng 
''roiii  there,  it'll  be  reeovered 
urnt'd  into  new  paper. 
B  say  this  with  reasonal)le 

ance  because  America  has 

great  progress  in  recychng. 
!  recovering  over  40%  of  the 
I-  we  use,  making  the  U.S. 
if  the  best  I'ecyclers  in  the 
1.  Soon  we  expect  to  reach 

which  is  generally  regarded 

near  the  practical  limit 
ise  about  half  the  paper  we 
I't  recoveral)le.  For  instance, 
of  paper  gets  stored  in  the 

of  books  and  documents, 
ome  of  it  also  gets  contami- 

beyond  recovery. 

the  issue  now  isn't  whether 
;ycle,  but  how  best  to  use 
•ered  paper. 

le  thought:  make  all  new 
r  out  of  100%  recycled 
~.  Idealistic  but  not  very 
:ical.  Why?  First  is  the 
nous  demand  (over  88  mil- 
ons  per  year)  for  paper  in 
)untry.  This  demand  can't 
•t  with  recovered  material 
no  matter  how  good  we  get 
ycling. 

condly,  when  paper  is 
!;led,  its  fiber  weakens, 
iitely  malting  it  unusable. 
'5tly,  sometimes  recovered 

isn't  of  high  enough  tpiahty 

ke  better  grades  of  paper. 

!  recycled  material  must  be 
ined  with  different  amounts 

rgin"  fiber  (raw  material 

'd  from  harvested  trees). 
Here  does  aU  this  leave  us? 

ng  a  balance  between  the 
ind  for  paper  products 

ing  virgui  filler,  and  the  best 
I  using  recovereil  paper. 


WHAT  WE  ARE  DOING. 

International  Paj)er  cur- 
rently makes  over  100  types 
of  recycled  paper  products. 
With  our  Sjjrmghill  Incentive 
and  Hanimermill  Unity 
papers,  we  are  also  the  first 
and  only  North  American 
company  to  make  100% 
recycled  business  paj)ers 
entirely  from  old  newspapers 
and  magazines. 

We're  also  installing  the 
world's  largest,  most  efficient 
machines  to  make  business 
and  packaging  papers  con- 
taining recovered  fiber. 
This,  in  turn,  will  further 
increase  our  total  intake  of 
recovered  j)aper. 

We  meet  the  need  for  virgui 
fiber  through  a  practice  l  alled 
"sustainable  forestry,"  which 
includes  planting  .50  million 
SujierTree  '  seedlings  every 
year.  SuperTrees,  developed 
through  a  process  of  natural 
selection,  produce  30%  more 
wood  per  acre  over  a  2.5  -year 
gl  owing  period.  Tliis  ensin-es 
that  we  can  harvest  fewer 
acres  and  still  satisfy  the  de- 
mand for  higli-<]uahty  paper. 


WHAT  IT  MEANS 
TO  YOU. 

This  year,  through 
the  combined  efforts 
of  people  like  you 
and  companies  like 
International  Paper, 
more  [laper  will  go  to 
recycling  plants  than 
to  landfills.  You  can 
also  rest  assured  that 
our  forestlands  will  be 
around  for  posterity. 

Finally,  if  you've 
read  this  far,  it's  obvi- 
ous that  you'd  hke  to 
see  more  progress  in 
recycling.  To  talk 
more,  call  Steve  Van 
Voorhis,  Manager  of 
Recycling  Programs, 
at  1-800-831-8354. 


INTERNATIONAL^)  PAPER 

We  answer  to  the  world. 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


DUELING  TAX  PLANS: 

ONE  ADDS  UP,  THE  OTHER  DOESN'T 


VOODOO: 

Armey's  idea 
of  a  flat  tax 
looks  simple, 
but  his  figures 
are  wacky. 
The  Domenici- 
Nunn  plan  to 
tax  outlays 
merits  serious 
consideration 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


House  Majority  Leader  Richard  K. 
Armey's  proposal  for  a  flat-rate  in- 
come tax  has  gotten  more  publicity 
than  it  desei"ves.  The  Texas  congressman  ad- 
vertises his  plan  as  simplifying  the  system,  re- 
ducing taxes,  and  stimulating  savings,  invest- 
ment, and  gi'owth.  Quite  apart  ft-om  whether 
this  is  a  wise  approach,  Armey's  numbers 
don't  work.  But  there's  a  different  plan,  offer- 
ing less  hype  and  more  careful  analysis,  that 
merits  serious  attention:  the  USA  Tax  un- 
veiled last  week  by  Senators  Pete  V.  Domen- 
ici  (R-N.  M.)  and  Sam  Nunn  (D-Ga.).  Superfi- 
cially, the  plans  have  similar  goals,  but  their 
treatment  of  personal  income  could  hardly 
be  more  different. 

Ai'mey  proposes  a  flat  17%  rate,  with  no 
deductions.  It  would  leave  moderate  incomes 
untaxed,  thanks  to  an  immense  personal  ex- 
emption— $36,800  for  a  family  of  foui".  Thus,  a 
family  of  median  income  (about  $38,000)  would 
pay  almost  no  tax,  and  even  a  family  with 
$50,000  income  would  pay  less  than  6%.  So 
who  would  pay  taxes?  Armey  projects  that 
viitually  every  income  group  would  pay  less — 
which  is,  of  course,  too  good  to  be  ti-ue.  The 
Ti-easuiy  Dept.  projects  that,  with  a  17%  flat 
rate,  the  plan  would  increase  the  deficit  by  at 
least  $186  biUion  a  year  To  be  revenue-neu- 
tral, Armey's  plan  would  need  a  rate  of  23% 
or  24% — meaning  tax  increases  for  all  but 
the  bottom  and  the  top. 
KEEP  IT  PROGRESSIVE.  Beyond  the  dubious 
arithmetic,  Armey's  concept  is  flawed.  It  con- 
fuses tax  simplicity  and  tax  equity.  The  simple 
part  of  calculating  taxes  is  multiplying  the 
taxable  income  by  the  applicable  rate.  The 
hard  pait  is  calculating  taxable  income.  Decid- 
ing which  deductions  are  legitimate  is  com- 
plex, because  life  is  complex.  If  we  want  to  go 
ahead  and  discard  all  deductions — even  mort- 
gage intei-est,  health  care,  charitable  contribu- 
tions, casualty  losses — for  the  sake  of  sim- 
plicity, we  can  still  keep  graduated  rates.  A 
better  approach  would  be  to  close  the  tiTily 
uneconomic  tax  preferences  that  still  litter 
the  tax  code,  and  to  lower  rates  while  re- 
taining progressivity. 

In  contrast  to  the  Anney  plan.  Senators 
Domenici  and  Nunn's  USA  Tax — that  stands 
for  unlimited  savings  allowance — is  extreme- 
ly complex  and  retains  gi-aduated  rates,  with 
a  top  rate  of  40%.  usA  Tax  is  a  variation  on 
an  old  idea — "progressive  expenditure  taxa- 
tion." Domenici-Nunn  would  tax  only  spend- 


ing. All  income  set  aside  as  savings 
be  tax-exempt.  Money  withdrawm  from 
ings  and  spent,  however,  would  be  taxi 
current  consumption.  The  rationale  is 
fold:  It  is  fairer  to  tax  people  on  what 
consume  than  on  what  they  earn,  ani 
tax  break  on  savings  would  sharply  inc: 
savings  rates. 

The  Armey  and  Domenici-Nunn  bills 
similar  in  one  respect:  Both  would  re] 
the  current  corporate  income  tax  with  { 
tax  on  companies'  gi'oss  profits,  allowanj 
ductions  for  purchases  of  inputs  and  pei 
ting  immediate  write-offs  of  all  capital  in 
ments,  thus  doing  away  with  depreci; 
schedules.  AiTney  would  allow  deductio: 
wages;  Domenici-Nunn  would  not,  but 
allow  a  credit  against  payroll  taxes.  Alth' 
no  sponsor  emphasizes  it,  both  approach^ 
business  are  a  foiTn  of  value-added  tax 
MORE  RECORDS.  Is  the  Domenici-Nun: 
good  tax  pohcy?  It  has  two  major  de: 
First,  it  is  complex.  Taxpayers  would  m 
new  set  of  records  and  tax  schedules  ti 
port  flows  into  and  out  of  savings,  vat 
business  taxes  are  costly  to  administe: 
especially  complex  in  their  treatment  of  i 
national  business.  Before  embracing  a 
we  should  debate  its  costs  and  benefits 
ly  and  not  back  into  it  as  a  means  of  se^ 
to  promote  savings. 

Second,  like  the  Ai-mey  bill,  the  Dome 
Nunn  plan  is  highly  regressive  in  the  hig 
come  range,  where  most  savings  occur, 
household  with  $4  million  income  consum( 
million,  taxes  are  owed  only  on  that  consi 
tion.  The  nominal  top  rate  in  the  USA 
plan  is  40%,  but  the  tax  in  this  case  woul 
$400,000— an  effective  rate  of  10%.  If  tax( 
the  vei-y  rich  go  down,  taxes  on  others 
go  up.  The  original  advocates  of  this  apprln 
such  as  the  British  economist  Nicholas  Ki 
wiiting  in  the  1950s,  proposed  offsetting 
regi'essivity  with  modest  net-wealth  tax( 
steeper  estate  taxes.  But  this  remedy  is  ill 
where  in  the  Domenici-Nunn  bill. 

Still,  Domenici-Nunn  is  a  serious  loo 
tax  policy  and  not  a  political  gimmick 
the  work  of  bipartisan  moderates  andii 
serves  a  respectful  debate  on  details.  Doi 
ici,  now  chainnan  of  the  Senate  Budget  ( 
mittee,  places  deficit  reduction  ahea 
supply-side  fantasy  and  does  not  appear 
cooking  his  numbers.  That  cannot  be  saj 
Majority  Leader  Ai-mey. 


■1 
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INTRODUCING  THE  FIRST  N 

THE  PENTIUM'S  FULL  POTENTIAL. 


When  the  rush  was  on  to  introduce 
otebook  with  a  Pentium'"  processor, 
as  Instruments  decided  to  do  what 
3rs  thought  couldn't  be  done. 
We  created  a  notebool^  that  maximizes 
tium  performance  by  integrating 
PCI  bus  architecture  in  o  ur  Texas 
ruments  TravelMate"  5000. 
And  for  flexible  connectivity,  we 
igned  a  way  to  allow  external  access 
1  the  PCI  bus  to  the  latest  peripherals. 
It  was  a  challenge  we  addressed  for  two 
ole  reasons:  to  give  users  true  desktop 
tium  performance  for  faster  running 
ware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Windows  95™ 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there. 
We  added  a  second  lithium,  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


7-5  MHz  Poitiiuii  processor  with  PC!  Bus 

10.4"Aclir(-'  Matri.r  or  10.5"  Dual  Scan  dKplaijs 

2MB  Video  memory 

8MB  R.\M  crpandable  to  32MB 

810  milliou  t)ijtes(=772MB)  or 524  million 
bytes  (=.500MB)  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  .speaker  and  dual  mode  microphone 

Tiro  Lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  con  nectivity 


Warrant!'  may  vary  from  country  to  country.  Contact  your  local  TI  office  [or  dptiiils.  Batteries  and  options  are  covered  liy  a  one  year  limited 
warranty.  TravelMate  and  "Extending  Your  Reach"  are  trademarks  of  Texas  Instnmients,  Windows  95  is  a  registered  trademark  of  Microsoft 
Corporation.  Pentium  is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  *Depending  on  model-  ©  1995  TI. 


EXTENDING     YOUR  REACH 

Texas 
Instruments 
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All  over  the  world,  Microsoft  Office  is 
helping  drive  businesses  forward  by  mak- 
ing it  easier  for  anyone  to  get  theirjob 
done,  no  matter  what  that  job  might  be. 

By  seamlessly  bringing  together  top 
applications  like  Microsoft  Excel,  Word 
and  PowerPoint;  to  name  a  few,  Office 
gives  people  the  ability  to  find  the  best, 
most  productive  way  to  work. 

For  instance,  our  IntelliSense  technol- 
ogy can  walk  even  a  novice  user  through 
formerly  complex  tasks,  like  creating  a 
new  chart  or  graph,  with  one  of  our 
Wizards-helpful  step-by-step  guides  that 
actually  complete  the  job  for  you. 


No  wonder  Office  is  the  world's  best- 
selling  family  of  business  software.  Use 
it  alone  or  combine  it  with  the  networking 
and  information  management  tools  in 
Microsoft  BackOffice  to  give  everyone  in 
your  organization  the  power  to  contribute. 
The  power  to  share  information  and  ideas. 
The  power  to  move  your  business  forward. 

See  where  it  takes  them.  See  where  it 
takes  us  all. 

For  more  information  about  Office  call  1-800-881-9394,  dept.  ENT. 
©  199  5  Microsoft  Corporation.  All  rigfits  reserved.  Microsoft  Office 
Professional,  sfiown  here,  includes  Microsoft  Excel,  Word,  PowerPoint 
presentation  grapfiics  program,  Microsoft  Access  and  a  workstation 
license  for  Microsoft  Mail  (server  and  software  must  be  acquired 
separately).  Microsoft  and  PowerPoint  are  registered  trademari^s 
and  "Wfiere  do  you  want  to  go  today?"  and  IntelliSense  are  trade- 
marks of  Microsoft  Corporation. 


Economic  Trends 


BY  KAREN  PENNAR 

ARE  TUITION  HIKES 
TAKING  A  HIKE? 

Why  they  may  start  leveling  off 

In  matters  financial,  people  often  be- 
lieve that  past  is  prologue.  College 
costs  ai'e  a  case  in  point.  For  more  than 
a  decade,  tuition  at  private  and  public 
colleges  around  the  counti-y  I'ose  an  av- 
erage of  9%  a  year — well  above  both 
the  inflation  rate  and  the  growth  in 
household  family  incomes.  At  that  rate, 
four  years'  tuition  at  a  private  college  in 
2010  on  average  would  cost  nearly 
$220,000 — so  frightening  a  sum  to  many 
parents  that  they  figure  they  can't  pos- 

COLLEGE  COSTS: 
A  PLEASANT  SURPRISE? 


250   

TUITION  FOR  FOUR  YEARS 
200 —    OF  PRIVATE  COLLEGE  " 


1 2.25%  ANNUAL  INCREASE 
1 9.0%  HISTORICAL  ANNUAL  INCREASE 


150- 
100- 
50 


1994  2000  2010 

A  THOUSANDS  OF  DOLLARS 

DATA:  DONALDSON,  LUFKIN  &  JENRETTE  SECURITIES  CORP 

sibly  sock  away  enough  money  to  pay 
for  their  kids'  college  education. 

But  there's  no  basis  for  believing  that 
costs  will  continue  to  gTOw  so  rapidly. 
Indeed,  the  scary  scenarios  of  unafford- 
able  college  bills  will  j^rove  dead  WTong, 
ai'gnes  Richard  F.  Hokenson,  economist 
at  Donaldson,  Lufkin  &  Jeni-ette  Secui'- 
ities  Corp.  Demographic  shifts  will  pull 
the  growrfh  rate  in  annual  tuition  costs 
way  down — close  to  2.25%  over  the  next 
15  years  or  so,  he  says.  The  number  of 
18-  and  19-year-olds  in  the  population, 
contracted  sharply  from  1980  to  1993 
and  reached  a  low  of  6.9  million  in  1992. 
Colleges  raised  tuition  to  prop  up  reve- 
nues. Now,  the  demographics  are  re- 
versing: The  number  of  18-  and  19-year- 
olds  is  gi'owing  and  should  hit  its  next 
peak  in  2010,  when  there  will  be  9.26 
million  of  them — a  33%  increase  in  the 
eligible  college  population. 

Economies  of  scale  will  work  to  hold 
down  tuition  increases.  As  enrollments 
climb,  so  will  tuition  revenues — but  per- 
person  tuition  rates  will  grow  at  a 
mar-kedly  slower-  pace.  "The  cost  of  add- 
ing an  exti'a  student  to  a  classroom 
which  already  has  five  open  seats  is 


minimal  compai-ed  to  the  extra  revenue 
received  from  an  additional  full-time  tui- 
tion," says  Hokenson. 

If  Hokenson  is  right,  the  tuition  bill 
foi'  four  years  of  college  at  a  private 
institution  will  reach  about  $66,000  in 
the  year  2010 — welcome  news  at  a  time 
when  a  college  education  is  cmcial  for 
future  earning  power-. 


THE  VALUE  OF 
FAMILY  VALUES 

They  could  bring  fatter  paychecks 

It's  difficult  to  achieve  a  balance  be- 
tween work  and  family,  as  millions  of 
stressed-out  Americans  can  attest.  Alas, 
psycholog-ists  and  sociologists  have  sug- 
gested that  people  who  value  family 
may  pay  a  j^rice  in  lower-  ear-nings.  Now, 
a  study  argues  the  r-everse — that  indi- 
viduals who  believe  it  is  important  to 
have  a  good  family  life  in  fact  ear-n  high- 
er wages  than  those  who  don't  place 
the  same  value  on  family. 

While  eai-lier-  economic  studies  did 
show  that  wages  ar-e  liighei-  for-  mar-r-ied 
men  than  for  single  men,  the  r-easons 
for-  this  have  not  been  clear-.  Using  longi- 
tudinal data,  Peter  Cappelli  and  Clint 
Chadwick  of  the  Univer-sity  of  Pennsyl- 
vania's Wharton  School  and  Jill  M. 
Constantine  of  Williams  College 
linked  attitudes  and  ear-nings. 

High  school  senior-s  who  stated 
in  1972  that  finding  "the  right  per-- 
son  to  mai-r-y"  and  having  "a  good 
family  life"  wer-e  very  imjiortant  to 
them  14  year-s  later-  earned  wages 
4%.  to  7%'  higher-  than  individuals 
who  placed  less  value  on  mai-riage 
and  family,  the  r-esearcher-s  found. 
(The  study  adjusted  for-  other  fac- 
tor's such  as  education  levels  and 
work  experience  that  might  pr-o- 
duce  an  ear-nings  differential.)  The 
results  wei-e  tr-ue  for  both  men  and 
women,  although  the  number  of  chil- 
dr-en  a  woman  had  did  have  a  negative 
effect  on  her-  ear-nings. 


HOW  JAPAN  COULD 
TAME  THE  YEN 

The  Swiss  may  have  some  answers 

The  super-yen  has  Japanese  indus- 
tr-y  reeling,  and  there  are  wide- 
spread fear-s  that  Japan  may  soon  slide 
back  into  recession  as  manufactui-ers 
who  ar-e  being  priced  out  of  export  mar-- 


kets  cut  production.  Lower  intei 
rates  and  easier  money  would  help. 
Japanese  r-ates  ar-e  so  low — the  cen 
bank  r-ate  is  now  1% — that  it  someti 
seems  as  though  they  have  now! 
lower  to  go. 

Actually,  that's  not  quite  true. 

The  Swiss  battled  a  surging  S\ 
fr-anc  in  1978  by  pushing  short  intei 
r-ates  down  to  0%  and  imposing  a 
charge  on  foi-eig-n  investment  flows, 
serve  Nancy  R.  Lazar  and  Edwan 
Hyman  of  isi  Group.  The  surcha 
made  the  effective  rate  negative  foi' 
eigners.  The  Swiss  also  ci-anked  up  n 
ey  growth.  The  money  supply  is  h( 
expanded  in  Japan,  say  Lazar  and 
man,  but  the  pace  of  growth  remi 
r-elatively  slow.  Interest  rates,  me 
while,  are  "still  1%." 


MICROMANAGINC 
FROM  THE  GRAVE 

A  gift  with  veiy  long  strings 

The  father  of  scientific  managemi 
Frederick  W.  Taylor,  fore 
changed  the  way  people  work  by 
veloping  a  series  of  time  and  mot 
studies  that  laid  the  groundwork 
mass  pr-oduction.  Taylor-  exer-cised  pr 
sion  and  control  in 
own  life,  too — and 
yond  it.  Today,  80  ye 
after  his  death,  T^j 
is  managing  to  ex 
contr-ol  in  a  r-ather 
usual  way. 

Taylor  named 
alma  mater,  the  1 
vens  Institute  of  Te 
nology    in  Hobok 
N.J.,  in  his  will, 
following  the  death 
the  last  of  his  heii's, 
college  received  ab' 
$10  million  fr-om  the  Taylor  estate.  1 
Stevens  Institute  last  year-  began 
vesting  the  bequest  in  common  stoc 
as  Taylor-  had  specified.  He  also  laid 
an  elabor-ate  set  of  instr-uctions  for  h 
the  endowment  should  be  managed:  E 
idend  income  may  be  withdr-awn  in  c 
tain  increments  during  specified  ti 
intervals,  and  ther-e  is  a  sliding  sc 
stipulating  how  much  dividend  inco 
must  be  r-einvested  for-  180  years 

The  payoff,  should  the  college  s 
exist  180  years  hence  and  assumin, 
5%'  annual  real  r-ate  of  r'etur-n  on  ie 
common  stocks:  an  endowment  of  mie 


TAYLOR:  BIG  BEQUEST 


than  $8.6  billion. 


By  Christopher  Far, 


■ 
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WHO'S  THE  ONLY  STAR  WHO  NEVER  TAKES  THE  FIELD? 


We've  never  scored  a  touchdown  or  slam  dunked. 
Never  turned  a  double  play  or  hit  a  perfect  triple  axel.  Never  even  had  a  standing  0. 

But  we've  excelled  at  the  world's  great  sporting  events. 

We've  been  to  the  Olympic  Games  -  Barcelona  in  '92  and  Lillehammer  in  '94. 
And  we'll  be  in  Atlanta  in  1996. 

We  wear  the  ARAMARK  star.  It  is  the  symbol  of  the  world's  leading  managed  services  company  - 
a  company  you  may  have  known  before  as  ARA. 

At  ARAMARK,  we  provide  many  services  ranging  from  child  care  to  hospital  nutrition. 

These  are  serious,  important  jobs.  But  at  the  stadium, 
we're  up  in  the  stands  with  you. 

We  serve  up  food  and  fun  for  fans  of  all  ages  and  all  sports  - 
for  fans  of  hot  dogs  and  pizza  and  sausage  and  ribs. 

We  even  sell  the  souvenirs. 

And  we're  the  leader  in  the  field,  even  though  we've  never  been  on  it. 

Call  1-800-ARAMARK  for  more  information. 

See  you  at  the  game. 

J^ARAMARK 

Managed  Services,  Managed  Better. 


ARAMARKiM  Managed  Services  for  Business,  Education,  Healthcare,  Leisure  and  Government: 
Food,  Refreshments,  Uniforms,  Child  Care,  Medical  Services,  Facilities  Management,  Magazine  and  Book  Distribution. 


"...THE  AUTHORS  UY  OUT  THE  GUIDELINES 
FOR  ADAPTING,  SURVIVING,  AND  PROSPERING 
IN  A  NEVy  AGE." 

—  RAY  SMITH,  CHAIRMAN  AND  CEO 

BELL  ATUNTIC 


"LmJ  coil**'*- 


n  the  market  for 


NEW  - 


ifflilllWIII*'™" 


business  ideas,  demand  has  NEVR 
been  [iLv^fi^L/ 


"THROWS  NEW  LIGHT  ON 
THE  MYSTERIES  OF  PRODUCT 
CREATION." 
—  THE  ECONOMIST 


I  fvery  Store  OW'^fri 


"NO-LOAD  STOCKS 
COULD  SCORE  IN  "95." 

—  BARRONS 


AVAILABLE  AT  THESE  FINE  BOOKSTORES:  California:  Kepler's,  Menio  Park;  Stacey's,  kn  Francisco;  Stanford  Bookstore,  Palo  Alto;  Vroman's,  Pasadena. 

Colorado:  The  Tattered  Cover,  Denvei,  Georgia:  Oxford  Bookstore,  Atlanta.  Illinois:  Business  Savvy,  Chicago.  Massachusetts:  Wordsworth,  Cambridge; 
Harvard  Bookstore,  Cambridge;  Harvard  Coop,  Cambridge;  Waterstones  Booksellers,  Boston.  Minnesota:  Baxter's  Books,  Minneapolis;  Order  Point  Books,  Minneapolis. 
Texas:  Brown's  Bookshop,  Houston;  Taylor's,  Dallas.  Missouri:  Library  Limited,  St.  Louis.  Nebraska:  Nebraska  Bookstore,  Lincoln.  New  York:  McGraw-Hill  Bookstore,  Manhattar 

Oregon:  Powell's  Books,  Portland.  Washington:  University  Bookstore,  Seattle.  Washington,  D.C.:  Reiters'  Scientific  and  Professional  Books. 
li'li'lLH  Wisconsin:  Harry  Schwartz  Bookstore,  Milwaukee.  ^ 
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ON'T  LET  THE  SIGNS 

F  A  SLOWDOWN  FRIGHTEN  YOU 


US.  ECONOMY 


NVENTORIES  SURGE 
IS  DEMAND  SLOWS 


Consider  this  equation: 
2.8  +  3.1=6.  The  new  math  run 
I  ic?  Or  addition  using  an  old  Pentium  chip?  No,  the 
!  ky  arithmetic  seems  to  sum  up  correctly  the  eco- 
;  ic  outlook  right  now. 

16  real  gross  domestic  product  grew  at  an  annual 
of  2.8%  in  the  first  quarter,  down  from  the  5.1% 
>p  of  the  fourth.  The  slowdown  in  final  demand 
more  dramatic.  Final  sales  inched  up  1.8%,  less 
a  third  of  the  sales  gain  at  the  end  of  1994.  Fast- 
iventory  accumulation  accounted  for  the  other  one 
entage  point  of  growth  last  quarter, 
t  the  same  tim.e,  inflation  remained  well  behaved. 
GDP  fixed- weight  price  deflator  rose  at  a  3.1%  annu- 
ice  in  the  first  quarter,  tame  enough  to  ease  any  in- 
3n  anxiety  at  the  Federal  Reserve. 

That's  the  place  where  2.8 
plus  3.1  may  well  equal  6.  At 
the  Fed,  6%  is  the  current 
Federal  funds  rate,  the  inter- 
bank lending  rate  used  to  con- 
trol monetary  pohcy.  With  de- 
mand slackening  and  inflation 
hardly  noticeable,  the  need  for 
further  rate  hikes  diminishes. 
The  chance  that  the  funds  rate 
will  stay  at  6%  for  the  rest  of 
the  year  increased  greatly  af- 
the  GDP  data  were  released  on  Apr.  28. 
ther  signs  point  to  an  ongoing  slowdown.  Consum- 
are  losing  interest  in  homes  and  cars.  Purchasing 
lagers  say  industrial  activity  is  down  a  notch,  and 
government's  index  of  leading  indicators  fell  0.5%  in 
•ch,  the  second  drop  in  a  row. 
kken  together,  the  data  suggest  that  growth  this 
rter  could  end  up  below  1%.  But  don't  despair  just 
Capital  spending  and  exports  will  pump  economic 
wth  back  above  2%  in  the  second  half. 

:  APPARENT  COLLAPSE  in  the  economy  this  quai*- 
comes  from  a  correction  in  inventories.  The  $63 
on  gain  in  stockpiles  last  quarter  was  the  largest  in 
years.  In  fact,  in  three  of  the  last  four  quarters,  in- 
tory  increases  have  outpaced  final  sales  (chart), 
last  quarter,  businesses  underestimated  the  pull- 
k  from  consumers  whose  real  spending  increased  at 
-  a  1.4%  annual  rate  compared  with  5.1%  in  the 
Ih.  In  addition,  the  Mexico  crisis  likely  meant  com- 
ies  did  not  ship  many  goods  south. 
fith  the  latest  data  confiiTning  that  softer  demand  is 
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here  to  stay,  businesses  no  longer  need  to  stock  goods 
so  rapidly.  If  inventories  now  are  rising  at  half  their 
pace  of  the  first  quarter,  the  slowdown  would  subtract 
more  than  two  percentage  points  from  gdp  growth. 
So  if  demand  rises  somewhere  between  2%  and  3%, 
real  GDP  will  grow  less  than  1%  this  quarter. 

THE  INDUSTRIAL  SECTOR  is  already  adjusting  to  a 
softer  economy.  The  National  Association  of  Purchasing 
Management's  index  stood  at  52%  in  April.  That's  only 
a  bit  better  than  March's  figure,  51.4%,  and  both  read- 
ings are  peiilously  close  to  the  50%  mark  that  indicates 
industry  is  just  treading  water 

The  purchasers  reported  that  output  and  orders  im- 
proved. But  they  also  said  that  dehvery  times  were 
shorter  in  April  than  in  recent  months  and  that  the  in- 
dex of  prices  paid  fell  for  the  fourth  month  (chart). 

That  means  production  bottlenecks  and  shortages 
of  goods — usual  precursors  to  higher  consumer  infla- 
tion— are  not  materializing.  More  capacity  will  be  freed 
up  this  spring  as  manufacturers  fill  orders  out  of  inven- 
tories instead  of  from  new  production.  Already,  carmak- 
ers have  announced  cuts  in  their  second-quarter  pro- 
duction schedules  because  of  weak  sales. 

In  fact,  a  fall  in  motor-vehi- 
cle sales  led  the  4.7%  drop  in 
consumer  outlays  for  durable 
goods  last  quarter.  And  the 
dechne  in  car  sales  continued 
into  April.  Total  retail  sales 
will  look  better  because  of  a 
late  Easter  and  the  delayed 
delivery  of  tax  refunds  held 
by  the  government  as  it 
checked  for  fraud.  Will  spend- 
ing head  south  later  on?  That's 
unlikely  because  household  incomes  are  still  growing. 
Real  disposable  income  advanced  at  an  annual  4.4% 
rate  last  quarter,  and  in  March  it  rose  0.4%. 

Higher  interest  rates,  however,  have  increased  the 
monthly  payments  on  old  debts  such  as  adjustable- 
rate  mortgages  and  credit-card  bills.  Remember  that 
1994's  holiday  shopping  spree  was  financed  largely  on 
credit.  Those  bigger  bills  are  why  spending  will  not  i"ise 
at  the  same  pace  as  incomes  in  1995.  But  while  slower 
hiring  will  limit  pay  gains,  it  will  not  be  enough  to 
cause  a  sharp  falloff  in  consumer  spending. 

Housing,  however,  will  suffer  this  year.  New  single- 
family  home  sales  bounced  back  in  March — thanks  to  a 
dip  in  mortgage  rates — rising  3%,  to  an  annual  rate  of 


PURCHASERS  COME  IN 
FOR  A  SOFT  LANDING 
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APERCENT  REPORTING  INCREASES 
DATA:  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 
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577,000.  But  that  followed  a  12.5%  plunge  in  February, 
and  sales  have  been  falling  since  last  summer  (chart). 

Residential  constiniction  dropped  6.6%  last  quarter, 
but  even  so,  builders  ended  the  period  with  an  over- 
hang of  unsold  properties.  The  number  of  new  houses 
for  sale  rose  to  349,000  in  March,  a  five-year  high. 
Even  if  builders  do  not  hammer  another  nail,  their  in- 
ventories of  unsold  houses  could  support  7.3  months  of 
home  buying  at  March's  selling  rate. 

INSTEAD  OF  consumers  propping  up  gr'owth  this  year, 
the  economy  will  have  to  rely  on  capital  spending  and 
exports.  That's  where  the  outlooks  are  most  favorable. 

Business  investment  on  new  plants  and  equipment 
surged  at  a  19.3%  annual  rate  in  the  first  quarter. 
Spending  on  equipment  alone  shot  up  by  20.8%.  Compa- 
nies are  able  to  invest  in  machinery  that  will  improve 
productivity  and  lower  costs  because  profits  are  still 
growing  at  a  robust  clip  (page  122). 

One  good  twist  in  1995:  Businesses  will  spend  more 
on  buildings,  reversing  the  prolonged  downtrend  in 
commercial  real  estate.  Nonresidential  construction 
grew  14.1%  last  quarter,  and  F.  W.  Dodge  Div./Mc- 
Graw-Hill  Cos.  reports  that  contracts  for  new  com- 
mercial buildings  rose  7%  in  March.  Total  contracts 
fell  3%  because  of  weaker  housing. 

U.  S.  companies  will  keep  adding  to  capacity  even  as 
domestic  growth  slows  because  their  goods  will  be  in 


ISRAEL 


HOME  BUYING  IS 
LOSING  STEAM  FAS 


demand  overseas.  Exports  were  flat  last  quarter,  di 
large  part  to  the  fall  in  shipments  to  Mexico.  But 
mand  elsewhere  will  take  up  the  slack.  Foreign  d] 
ments  will  do  better  in  the  second  half,  as  growt  ) 
Europe  and  Latin  America  improves. 

Imports,  meanwhile,  rose 
5.9%,  causing  a  deterioration 
in  net  exports.  The  fii'st-quar- 
ter  deficit  widened  to  $119.7 
bilhon,  from  $107.1  bilhon  in 
the  fourth  quarter,  subtract- 
ing one  percentage  point  irom 
GDP  growth. 

Many  of  those  imports  end- 
ed up  in  warehouses,  though. 
That  means  that  the  inventory 
correction  now  going  on  will 
hurt  foreign  producers  almost  as  much  as  U.  S.  m 
facturers.  Growth  in  imports  could  slow  sharpl; 
coming  months,  improving  the  trade  gap.  A  lower 
icit  will  add  to  GDP  gro'A/th — another  reason  no 
worry  if  the  second  quarter  looks  awful. 

Indeed,  the  economy  rarely  slows  or  expands 
straight  path.  As  long  as  growth  does  not  consiste 
deviate  from  the  2.5%  mark  considered  to  be  the  F 
target  for  noninflationary  growth,  the  crazy  curve 
the  economy  won't  alarm  policymakers.  And 
shouldn't  scare  you,  either. 


MAP.  '94 


ATHOUSANOS,  AT  ANNUAL  RATES 
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FIGHTING  INFLATIOIV  HAS  HURT  TRADE 


After  two  years  of  battling  ris- 
ing inflation,  the  Bank  of  Is- 
rael seems  to  be  winning.  But  the 
tight  monetary  policy  has  also 
caused  a  widening  trade  deficit 
and  grumbles  from  manufacturers. 

High  interest  rates, 
which  peaked  in  Feb- 
i-uaiy  at  18.5%,  have 
pulled  inflation  down 
from  an  onerous  14.5% 
yearly  rate  in  1994.  In 
fact,  consumer  prices 
unexpectedly  fell  0.1% 
in  March  (chart).  Al- 
ready, private  econo- 
mists are  forecasting 
that  inflation  for  1995 
will  end  up  below  the  tai-get  of 
8%  to  11%  set  by  the  Bank  of  Is- 
rael and  the  Finance  Ministry.  So 
the  central  bank  is  starting  to 
ease.  The  boi  has  cut  its  discount 
rate  by  three  percentage  points  in 
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A  MONTHLY  PERCENT  CHANGE 
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the  past  two  months,  with  a  0.8 
point  cut  on  Apr.  24. 

Because  of  pubhc  spending  re- 
lated to  the  peace  process  and  im- 
migration, monetary  restraint  has 
not  slowed  the  economy  much. 

Real  gross  domestic 
product  grew  7%  in 
1994  and  a  projected 
3%  annual  rate  in  the 
first  quarter.  Israel's 
economic  performance 
index — also  called  the 
"S  index" — rose  0.9% 
in  Februaiy  and  an- 
other 0.5%  in  March. 

Stfll,  the  trade  sec- 
tor is  in  trouble.  Ris- 
ing private  demand  has  brought 
in  imports,  but  the  shekel's  ex- 
change rate  with  the  U.  S.  dollar 
has  hovered  around  3  shekels 
over  the  past  year.  That  has  hurt 
exports.  After  posting  a  $217  mil- 


Uon  surplus  in  1992,  the  balance 
of  payments  dropped  to  a  $2.8 
billion  deficit  in  1994.  And  esti- 
mates for  1995  call  for  a  further 
worsening,  to  $3.5  billion.  To  re- 
verse that  trend,  Israel's  power 
Manufacturers'  Assn.  and  the  F 
nance  Ministry  have  called  for  a 
further  interest  rate  cut  of  at 
least  2%.  That  action  would 
weaken  the  shekel,  making  ex- 
ports more  competitive. 

For  now,  the  Bank  of  Israel 
and  the  Finance  Ministry  are 
only  considering  altering  the  bai 
ket  of  cun-encies  to  which  the 
shekel  is  linked,  boi  Governor 
Jacob  A.  Frenkel  has  indicated 
that  he  is  unwiUing  to  risk  high* 
prices  by  cutting  rates  sharply. 
To  him,  it  is  too  early  to  claim 
victory  over  so  stubborn  a  foe  a 
inflation. 

With  Neal  SaTidler  in  Jerusalm 
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The  information  you 
need  is  out  there. 

But  how  do  you  find 
it  when  it  counts? 


Introducing  Profound^  the  online  service  that 
quickly  pinpoints  what  you  need  to  know. 

Truckloads  of  new  articles,  reports  and  statistics  emerge 
every  day  -  information  that's  vital  to  your  job,  your 
industry  and  your  investments.  But  who  has  time  to 
extract  the  crucial  facts?  Now  Profound's  revolutionary 
IntoSort'"  system  can  deliver  the  precise  information  you 
want.  Just  point  and  click  and  Profound  scans  millions  of 
documents  in  seconds. 

The  most  comprehensive  business  database  ever. 

Access  resources  from  the  world's  leading  publishers,  many 
of  which  aren't  available  anywhere  else.  News  from  over 
4,000  newspapers,  periodicals  and  news  wires  from  Reuters, 
The  Associated  Press  and  others.  Over  40,000  research  reports 
from  publishers  like  Frost  &  Sullivan  and  FIND/SVP,  Reports 
from  Dun  &  Bradstreet,  Standard  &  Poor's  and  Smith  Barney. 
Current  stock  and  commodity  prices.  All  accessible  through 
your  Windows^-based  PC  and  modem  for  only  $19-95  a  month, 
ncludes  graphics  and  Adobe"  Acrobat"*  software. 
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TAKEOVERS 


CHRYSLER:  THE 
INSIDE  STORY 


HowKerkorian's 
secret  talks  with  the 
carmaker  became  a 
bid  with  no  backers 


You  would  think  Kirk  Kerkorian 
woukl  be  getting  discoiu-aged.  The 
billionaii'e  gaming  mogul's  $20.5  bil- 
lion Chi^slei'  Coii3.  buyout  bid  lies 
in  tatters.  He  hasn't  been  able  to  line 
up  financing,  he  hasn't  hired  an  invest- 
ment banker,  and  he  can't  seem  to  attract 
any  paitnei's  to  join  him  and  Lee  A.  la- 
cocca  in  the  deal. 

But  the  77-year-old  investor  isn't  ready 
to  call  it  quits.  He's  wooing  bankers  and 
weighing  a  legal  challenge  to  Cluysler's 
poison-pill  defense,  say  sources  close  to 
Kerkorian's  investment  company,  Ti-acin- 
da  Coip.  His  likeliest  next  move  will  be  a 
proxy  fight,  the  soui'ces  say.  Its  aim:  to 
force  a  vote  on  his  $55-a-share  buyout 
proposal  or  elect  a  new 
slate  of  direc- 


tors that  backs  the  plan.  Alex  Yemenid- 
jian,  Tracinda's  key  dealmaker  (page  42), 
won't  tUviilge  his  next  step  but  warns:  "It 
would  be  a  mistake  to  coimt  us  out." 

Chiysler,  meanwhile,  continues  to  ada- 
mantly resist  a  deal.  In  a  May  3  letter  to 
shareholders,  ChaiiTnan  Robert  J.  Eaton 
sought  to  undermine  Kerkorian's  proxy 
plans  by  continuing  to  raise  the  prospect 
of  share  repurchases  and  dividend  in- 
creases. And  Chiysler  top  execs  will  be 
visiting  big  shareholders  before  theii*  an- 
nual meeting  on  May  18. 

For  now,  Chrysler  appears  to  have 
the  upper  hand.  In  late  April,  when  law- 
yers for  both  sides  met  in  New  York  to 
discuss  proxy  procedures,  there  were 
fleeting,  delicate  overtui-es  for  a  compro- 
mise. But  soiu'ces  in  both  camps  say  no 
further  talks  are  scheduled,  and  both 
sides  now  are  so  angiy  that  the  chances 
for  a  settlement  any  time  soon  seem  slim. 

How  did  this  deal  come  to  such  a 
standoff?  In  an  account  pieced  together 
by  BUSINESS  WEEK,  the 
buyout  ef-  '-■^\6tV^* 


and 


interest 

tWeirP^^^^  . 
Vnturtved 

ine^\^^*^^ 
\vostV\e 


OCT.,  1994  Gar) 
son,  co-chairma! 
Northwest  Air,  n 
with  Robert  Day 
of  Trust  Co.  of  tl 
West,  a  Chrysler 
holder.  The  two 
Chrysler's  saggir 
and  the  idea  of 
the  company  pri 

NOV.,  1994  Wilson  asks  Kirk 
to  put  his  36  million  shares 
behind  the  plan.  At  a  party 
geles,  Wilson  also  talks 
up  the  deal  with  Lee 
lacocca.  Both  indicate 
interest.  Wilson  meets 
with  Gary  Valade, 
Chrysler's  CFO,  and  out- 
lines the  deal's  struc- 
ture and  financing. 
Chrysler  says  it  did  not 
encourage  the  bid. 

DEO.  1, 1994  Bowing  to  pressure 
Kerkorian,  Chrysler  announces  a 
dividend  increase  and  a  $1  billio 
buyback.  The  resulting  rise  in  Ch 
shares  dampens  buyout  planning 

fort's  long  and  torturous  history  is 
markable  for  its  miscues  on  both  sid 
Initially,  say  those  close  to  the  d( 
Chrysler's  brass  liked  the  idea  of  a  m 
agement-led  buyout,  then  inexplica 
turned  hostile  at  the  last  minute.  Chr 
ler  insiders,  meanwhile,  say  executi' 
listened  politely  but  never  backed  a  bi 
out.  "We  told  them  we  were  not  inten 
ed,"  says  one  Chrysler  source.  "They  j 
didn't  want  to  hear  it." 
AIRPORT  PARLEY.  The  idea  of  a  Chrys 
buyout  first  surfaced  in  October,  1 
brainchild  of  Gaiy  Wilson,  co-chaim 
of  the  company  that  controls  Northw 
Airlines  Inc.  After  talking  with  his 
pal  Robert  A.  Day,  head  of  Trust  Co, 
the  West,  owner  of  7.6  million  Chry^ 
shai-es,  Wilson  decided  the  company  v 
a  juicy  takeover  target.  Its  stock  v 
down,  and  its  cash  approached  $7  billi 
Wilson  decided  to  propose  a  mana| 
ment-led  effort  to  take  Chrysler  prive 
Day  called  up  Chiysler's  CFO,  Gary 
Valade,  and  asked  him  to  meet  with  V 
son.  Valade  agi'eed  to  a  late  Noveml 
pai"ley  at  a  hotel  at  Detroit  Metropolil 
Aiiport.  Wilson  walked  Valade  througl 
brief  presentation,  complete  vrith  proj 
tions  of  cash  flow  and  industry  sal 
Soiu'ces  close  to  Wilson  say  Valade  w 
ried  that  Chiysler  might  become  a  tal 
over  target  and  voiced  interest  in  V 


MAY  15,  1995 


1, 1995  Wilson  meets  Valade 
mas  Denomme,  Chrysler's  vice- 
n,  in  Detroit  to  reiterate  the 
nrysler  says  it  again  did  noth- 
icourage  the  bid. 


APR.  25, 1995  Kerkorian  angrily  de- 
mands Chrysler  put  the  buyout  propos- 
al to  a  shareholder  vote,  even  though 
financing  won't  be  lined  up.  Chrysler 
shares  fall  to  around  $43,  from  $49 
the  day  the  bid  was  announced. 


55 


1995  Alex  Yemenidjian  and 
or,  Kerkorian's  key  dealmakers, 
:h  Valade  and  Denomme  in  De- 
ey  again  present  the  buyout 
.  Chrysler  says  the  executives 
s  idea;  Tracinda  says  they  ex- 
some  interest. 

1995  Kerkorian  telephones 
n  Robert  Ea- 
irysler's  Wal- 
)ria  suite  to 
lans  to  pro- 
h  his  $20.5 
uyout.  Eaton 
mmittal;  says 
resent  the 

to  the  board. 


APR.  12, 1995  Skipping  a  scheduled 
speech  at  the  New  York  Auto  Show, 
where  he  was  to  plug  the  company's 
new  minivans,  Eaton  grabs  a  company 
Gulfstream  G4  back  to  Detroit  for  hur- 
ried consultations  with  his  board.  The 
board  says  the  company  isn't  for  sale. 

APR.  19.  1995  Bear 
Stearns's  Ace  Green- 
berg,  Kerkorian's  long- 
time investment  bank- 
er, bows  out  of  the 
effort  to  raise  cash 
for  the  bid.  Prospects 
for  coming  up  with 
financing  dim. 

APR.  24, 1995  Chrysler's  board  meets 
in  suburban  Detroit  and  unanimously 
rejects  Kerkorian's  offer. 


CHRYSLER  STOCK  PRICE 
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APR.  28, 1995  Kerko 
rian  confirms  he  has 
hired  D.F.  King,  a 
proxy  solicitation  firm, 
raising  speculation 
that  he  will  mount  a 
proxy  fight  for  control 
of  the  company. 


s  proposal.  A  Chrysler  insider  says 
ide  listened  but  lent  no  support, 
ust  as  the  Valade  meeting  was  com- 
together,  Wilson  also  approached  Ker- 
ian  about  throwing  his  36  million 
res  behind  the  deal.  He  met  with 
korian  and  Yemenidjian  in  Kerkorian's 
;e  just  off  Rodeo  Drive  in  Beverly 
s,  Calif.  Kerkorian  found  Wilson's  idea 
resting,  too,  but  aheady  was  strong- 
ling  Chrysler  to  boost  its  stock  price 
raising  its  dividend  and  buying  back 
:k.  On  Dec.  1,  Chiysler  took  those 
)s  and  raised  the  trigger  point  for 
ysler's  poison-pill  to  15%  of  shares 
a  10%,  giving  Kerkorian  the  option  of 
ing  more  stock. 

it  about  that  time,  Wilson  ran  into 
)cca  at  a  party  at  Day's  house  in  Los 
reles.  Wilson  pitched  the  buyout  no- 
to  him,  too.  lacocca  also  expressed 
rest  but  didn't  sign  on.  He  suggested 
ead  that  Wilson  take  his  proposal  to 
imas  G.  Denomme,  Chrysler's  vice- 
JTnan. 

lere,  the  deal  got  sidetr-acked,  briefly. 
3r  Chrysler  announced  a  60%  divi- 
d  hike  and  a  $1  biUion  stock  buyback, 
share  price  spilled  to  mor-e  than  $50. 
h  a  buyout  becoming  more  expen- 
,  Wilson  temporarily  lost  inter-est.  By 
•ch.  though,  slowing  car-  sales  and  ris- 
interest  rates  sent  the  stock  drift- 


ing back  down  to  around  $40  a  shar-e. 

On  Mar-.  30,  Denomme  and  Valade 
tramdled  back  out  to  the  au-port.  This 
time,  Wilson  presented  a  mor-e  detailed, 
25-page  plan.  A  sour-ce  who  knows  about 
Wilson's  plan  says  Wilson  explained  that 
the  deal  could  be  done  with  or-  without 
Ker-korian  and  suggested  that  he  be 
asked  to  limit  his  ownership  to  the  cm-- 
r-ent  10%-.  Again,  soiu'ces  close  to  Wil- 
son say  he  got  a  positive  i-esponse.  But  a 
Chrysler-  insider  contends  that  "at  every 
step  along  the  way,  they  were  told  there 
was  no  interest." 

CRYPTIC  RESPONSE.  Nonetheless,  Eaton 
decided  to  tell  boai'd  members  about  the 
talks.  Before  the  company's  Apr  6  board 
meeting,  Eaton  laid  out  the  proposal  to 
executive  committee  members  Robert  J. 
Lanigan,  retii-ed  chahman  of  Owens-Illi- 
nois; Peter  A.  Magowan,  chairman  of 
Safeway;  and  Malcolm  T.  Stamper',  r-e- 
tu-ed  vice-chau-man  of  Boeing.  They  did 
not  take  the  issue  to  the  whole  board. 

In  hindsight,  they  should  have,  be- 
cause events  rapidly  accelerated.  Ker- 
korian, exasperated  by  Wilson's  slow 
pace,  decided  to  move  decisively  on  his 
own.  On  Apr-.  10,  Denomme  and  Valade 
r-eturned  to  the  Detr-oit  airport  for  a 
tliir-d  pr-esentation,  this  time  fi-om  two 
Tr-acinda  officials,  Yemenidjian  and  Dan 
Taylor,  a  financial  executive.  The  duo 


walked  the  Chrysler  brass  thr-ough  an 
11-page  pr-esentation.  Valade  kept  his 
copy,  and  Chrysler  later  tiu-ned  it  over  to 
cs  Fu-st  Boston  Group,  the  investment 
banker  heading  its  anti-takeover  defense. 

The  next  evening,  Kerkorian  startled 
Eaton,  who  was  in  New  York,  with  the 
news  that  he  intended  to  push  ahead 
with  the  buyout.  Chr-ysler  som-ces  say 
Eaton  agr-eed  to  take  the  proposal  to  his 
board.  On  Apr-.  12,  Eaton  hopped  a 
Chi-ysler  Gulfstream  G4  to  Detroit  to 
strategize  with  top  executives  and  boar*d 
members.  At  9  a.m.,  Ker-korian  r-attled 
windows  fi-om  Wall  Street  to  Main  Street 
with  his  blockbuster  $20.5  billion  bid. 
Yemenidjian,  hoai-se  fi-om  a  bad  cold,  en- 
dui-ed  a  two-hour  confer-ence  call  with 
dozens  of  skeptical  reporter's.  He  laid  out 
the  bare  outline  of  the  plan:  Use  $5.5 
billion  of  Chrysler-'s  own  cash  as  a  down- 
payment,  r-ound  up  partnei-s  with  $3  bil- 
lion in  equity,  and  raise  $12  billion  in 
loans  and  other  debt.  He  admitted  that 
none  of  the  financing  was  in  place. 

Chrysler-,  meanwhile,  was  gearing  up 
for  war  During  the  day,  Yemenidjian 
called  Wrlliam  J.  O'Brien,  Chrysler-'s  gen- 
eral counsel,  to  ask  for  the  company's 
response.  O'Brien's  answer?  A  cryptic 
"business  is  business."  Says  Yemerridjian: 
"In  retrospect,  that  was  when  I  first 
knew  we  had  tr-ouble  on  our-  hands."  At  7 
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p.m.,  after  conferring  with  board  mem- 
bers by  phone,  Eaton  released  a  state- 
ment saying  the  company  was  not  for 
sale.  Yemenidjian  complains  that  top  offi- 
cials nevei'  signaled  opposition  to  the  deal 
until  it  was  launched.  "It  was  very  clear 
to  us  that  Bob  Eaton  was  informed,  and 
not  once  did  he  say  to  us,  'don't  do  tliis, 
it  will  be  hostile,  and  we  will  fight  you.' " 
The   following   Monday,   Apr.  24, 


Cluysler's  board  met  at  the  company's 
sprawhng  technical  center  north  of  De- 
troit. Directors  unanimously  rejected  the 
offer,  then  listened  to  possible  defensive 
moves  presented  by  Chiysler's  bankers. 
The  following  afternoon,  Kerkoiian  fii-ed 
off  a  blistering  letter,  demanding  that 
Chrysler  put  his  $55-a-share  offer  to 
shareholders,  or  baning  that,  raise  the 
dividend  to  $5  a  share.  Eaton  refused. 


How  will  this  battle  end?  Even  if  K 
korian  can  rally  grassroots  supp 
among  shareholders  for  a  buyout, 
biggest  hiu'dle  still  looks  insumiountal 
raising  the  financing.  Until  he  does, 
billionau-e's  plan  simply  lacks  all  credi 
ity.  For  now,  at  least,  Chrysler  see 
ready  to  tiy  to  wait  him  out. 

By  David  Woodruff  in  Detroit  a 
Ronald  Graver  in  Los  Angeles 


KIRK  KERKORIAN'S  ALTER  EGO 


The  private  jet  awaits  the 
trip  to  New  York.  Team 
Kerkorian  is  assembling  in 
an  eighth-floor  suite  at  the  Four 
Seasons  Hotel  in  Beverly  Hills, 
Calif.  Lee  A.  lacocca  is  at  one 
end  of  the  sofa;  at  the  other  is 
Dan  Taylor,  a  financial  executive 
at  Kerkorian 's  investment  arm, 
Ti'acinda  Corp.  In  the  middle  of 
all  the  activity,  alternating  be- 
tween English  and  Armenian  as 
he  switches  hues,  Alex  Yemenid- 
jian is  working  the  phones.  A 
potential  partner  checks  in  fi'om 
London.  The  boss,  billionaire 
Kirk  Kerkorian,  calls  from  Las 
Vegas,  sending  Yemenidjian  to 
the  privacy  of  a  second  room. 

Until  the  Apr.  12  unveiling  of 
Kerkorian's  $20.5  billion  plan  to 
take  Chrysler  Corp.  private,  the 
39-year-old  Yemenidjian  largely 
was  unknown  to  the  outside 
world.  But  to  those  in  the 
know,  he's  the  77-year-old  bil- 
lionaire's  alter  ego.  Indeed,  as  Ker- 
korian regroups  to  battle  a  staunch- 
ly resistant  Chrysler  board  and 
management,  he  is  relying  heavily 
on  Yemenidjian. 

BLUE-COLLAR  BOYS.  While  Kerkorian 
has  maintained  his  characteristic  low 
profile  since  the  Chrysler  announce- 
ment, Yemenidjian  has  been  on  the 
front  lines.  The  day  of  the  an- 
nouncement, he  fielded  questions  for 
two  hours  from  reporters.  Since 
then,  he  has  shuttled  between  Ve- 
gas, Los  Angeles,  and  New  York  on 
Kerkoiian's  private  jet,  chatting  up 
potential  investors  and  plotting 
strategy. 

Yemenidjian 's  role  reflects  his 
tight  bond  with  Kerkorian.  Although 
Yemenidjian  was  bom  in  Ai-gentina 
and  Kerkorian  in  the  U.  S.,  both  are 
sons  of  blue-collar  AiTnenians.  Wlien 
they  met  at  a  1989  lunch,  Yemenid- 


YEMENIDJIAN:  From  casirio  deals  to  Chrysle) 


jian  was  the  managing  partner  of  an 
accounting  finn,  providing  financial 
advice  to  Hollywood  types  such  as 
TV  anchor  Mary  Hart  and  actress 
Jennifer  O'Neill.  Within  a  week,  Ker- 
korian hired  Yemenidjian. 

A  CPA  with  a  penchant  for  Hugo 
Boss  suits,  Yemenidjian  cjuickly  be- 
came the  primary  dealmaker  for 
Kerkorian's  empire  of  Hollywood 
and  Vegas  holdings.  He  raised  near- 
ly $900  million  in  debt  and  equity  to 
build  Kerkorian's  MGM  Grand  Hotel 
&  Casino  and  helped  the  boss  sell 
the  MGM  film  studio  to  Italian  finan- 
cier Giancarlo  Perretti  for  $L3  bil- 
lion. When  Kerkorian  wanted  to  ex- 
pand his  MOM  Grand  luxury  airline, 
Yemenidjian  sized  up  ailing  Pan 
American  World  Airways  and  Ti'ans 
World  Airlines.  Kerkorian  didn't  bid 
on  either,  and  late  last  year,  Yeme- 
nidjian unloaded  the  airhne  for  a 


small  profit.  "Kirk  doesn't  Hke 
to  use  investment  bankers," 
says  Kerkorian's  attorney  Ter- 
ry Christensen.  "He  makes  his 
own  decisions,  but  he  trusts 
the  information  Alex  collects 
for  him,  and  he  trusts  Alex' 
judgment." 

TYSON'S  RETURN.  Before  the 
Chrysler  deal,  Yemenidjian  fo- 
cused on  expanding  Kerkorian's 
casino  holdings.  He  moved  fronr 
Los  Angeles  to  Las  Vegas  in 
1992,  and  as  chief  financial  offi- 
cer at  Kerkorian's  74%  owned 
MGM  Grand  Inc.,  he  supervised 
construction  of  the  $1.1  billion 
MGM  Grand  hotel  and  hired  its 
top  staff.  In  March,  Yemenid- 
jian negotiated  a  six-flght 
deal — at  the  mgm  Grand — for 
former  heavyweight  champion 
Mike  Tyson's  return  to  the  ring 
after  serving  a  three-year  pris- 
on sentence. 

Once  Chrysler  started  heat- 
ing up,  however,  Tyson  turned  into 
a  sideshow.  Yemenidjian  won't  di- 
vulge his  next  steps.  But  it's  appar- 
ent that  Kerkorian's  angi-y  Apr.  25 
letter  to  Eaton,  in  which  he  chal- 
lenged the  auto  maker  to  put  his  of- 
fer to  a  vote  of  shareholders,  sums 
up  Yemenidjian's  sentiments  as  well. 
"Is  the  duty  of  management  to  pro- 
tect their  jobs  and  keep  their  bonus- 
es, or  to  enhance  shareholder  val- 
ue?" Yemenidjian  asks.  "And  if  they 
are  not  going  to  do  something  about 
increasing  shareholder  value,  then 
we  will  do  it  for  them." 

How?  Yemenidjian  waves  off  the 
question.  "Stay  tuned,"  he  says. 
"This  is  not  gi-eenmail,  and  we're  not 
going  away."  With  that,  his  team  re 
groups  to  head  for  their  next  meet- 
ing. Thei'e's  an  airplane  waiting. 

By  Ronald  Grover  iri 
Beverly  Hills,  Calif, 
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UPERT  MURDOCH'S 
FHER  NETWORK 

I  the  mogul's  GOP  allies  deflect  the  FCC? 


upert  Murdoch  was  in  his  element 
as  he  hobnobbed  with  Washington's 
power  elite  at  the  White  House 
•espondents'  Assn.  dinner  on  Apr 
rhe  News  Corp.  chaiiTnan  sat  with 
itor  Alfonse  M.  D'Amato  (R-N.  Y.) 
they  chatted  a  bit  about  a  Federal 
imunications  Commission  probe  of 
ges  that  Murdoch  hid  his  foreign 
Dany's  huge  equity  stake  in  the  Fox 
rork.  D'Amato  didn't  need  much 
incing.  "I  think  [the  investigation]  is 
ble."  D'Amato  ginped.  "It's  a  pohti- 
-endetta." 

iie  smooth  lobbying  was  vintage 
doch.  His  deft  courtship  of  high- 
bred RepubUcans  helped  him  launch 
irth  network  in  the  fii'st  place,  and 
»p  cronies  appear  to  be  bailing  him 
again — and  saving  him  up  to  $200 
on  in  capital-gains  taxes.  In  late 
il,  the  FCC  staff  recommended  a 
ly  restructuring  of  News  Corp.'s 
•est  in  Fox  Inc.,  finding  that  it  vio- 
I  foreign-ownership  restrictions.  But 
ers  say  the  agency  has  decided  to 
Murdoch  off  the  hook  anyway, 
gh  it  has  delayed  the  announce- 
t.  "There's  no  case  for  any  kind 
arsh  punishment,"  says  one  FCC 
nissioner. 

le  imbroglio  started  as  a  regulatory 
er,  but  has  evolved  into  a  political 
i.  The  players  include  House  Speak- 
fewt  Gingrich  (R-Ga.),  House  tele- 
nunications  subcommittee  Chainnan 
Fields  (R-Tex.),  Senate  Commerce 
mittee  Chairman  Larry  Pressler 
.D.),  and  House  Minority  Wliip  Da- 
Bonior  (D-Mich.). 

.ING  STRINGS.  The  FCC's  investiga- 
was  triggered  in  1994  by  complaints 

the  NAACP  and  nbc.  It  picked  up 
n  after  the  November  election.  That 

Murdoch  and  his  allies  a  hook  fi-om 
•h  to  hang  their  claim  that  the 
es  were  politically  motivated.  His 

York  Post  has  long  been  a  stri- 

critic  of  Pi-esident  Clinton,  and  fcc 
rman  Reed  E.  Hundt  has  close  per- 
1  ties  to  Clinton  and  Vice-President 
^ore. 

lough  Hundt  denies  playing  poli- 


tics, Murdoch  has 
been  busy  pulling 
strings.  Last  fall,  he 
discussed  the  fcc 
dispute  with  the 
newly  elected  Gin- 
grich, who  had  just 
signed  a  $4.5  million 
book  deal  with  Mur- 
doch's HarperCollins 
pubhshing  unit.  Bon- 
ior  seized  on  the 
book  contract,  forc- 
ing Gingiich  to  give 
up  the  huge  advance 
and  charging  that 
the  media  mogul  was 
buying  gop  influence. 

That's  all  the  Miu-- 
doch  forces  needed 
to  spring  into  action. 
Calling  Bonior's  com- 
ments "scurrilous," 
Fox  chief  lobbyist 
Preston  Padden 
helped  rally  congi-es- 
sional  Republicans  to  his  boss's  defense. 
Pressler  shot  off  an  irate  letter  to 
Hundt  on  Dec.  23,  accusing  Democrats 
of  tiying  to  "politicize"  the  foreign-own- 
ership issue.  And  Fields  vowed  in  April 
to  make  life  miserable  for  the  fcc  if  it 
unfairly  penalizes  Murdoch. 

The  FCC  gave  Murdoch  more  fodder 
when  its  general  counsel  advised  staff- 
ers to  stay  away  from  the  Fox  Christ- 
mas party,  at  the  same  time  approving 
attendance  at  nbc's.  "The  fcc  must  like 
sticking  pins  in  a  Rupert  Miu'doch  doll," 
gripes  Representative  Michael  G.  Ox- 
ley  (R-Ohio). 

Fiuther  undermining  the  FCC's  case 
against  Murdoch,  gop  House  members 
on  May  3  called  for  repeal  of  all  for- 
eign-ownership restrictions  as  part  of 
an  overhaul  of  telecommunications  reg- 
ulations. That  would  remove  the  very 
regulation  that  lies  at  the  heart  of  the 
FCC  case. 

The  matter  dates  back  to  1985,  when 
Miu-doch  laimched  Fox.  Then-FCC  Chair- 
man Mark  S.  Fowler,  a  gimg-ho  advo- 
cate of  competition,  was  thrilled  that 


OLD  WARRIOR:  Murdoch's  battle  stretches  back  to  198t 


the  News  Coy\>.  chief  wanted  to  chal- 
lenge the  three  existing  networks  by 
buying  seven  Metromedia  Co.  stations 
for  $2  billion.  But  Mui-doch  had  a  little 
problem:  The  law  limits  foreign  owner- 
ship to  25%  of  equity.  Murdoch  was  an 
Australian  at  the  time,  and  his  company, 
which  would  own  99%  of  the  equity, 
was  based  in  Sydney.  So  he  became  a 
U.S.  citizen  and  devised  a  complex  busi- 
ness structure  that  critics  contend  hid 
News  Corp.'s  fiill  stake,  fcc  staffers  in- 
sist they  wei-e  duped,  a  charge  Mur- 
doch denies. 

Although  a  majority  of  the  five  com- 
missioners believes  Murdoch  may  have 
violated  the  niles,  they  also  think  the 
competitive  benefits  of  a  foiulh  netwoi'k 
outweigh  any  infraction,  according  to 
agency  sources.  Some  commissioners 
say  they  are  also  miffed  by  what  they 
see  as  Hundt's  unseemly  pressure  on 
the  staff  to  force  the  resti-uctiuing.  "Tlie 
chairman  got  rolled,"  says  a  colleague. 
That's  the  risk  you  take  when  you  tan- 
gle with  Murdoch. 

By  Mark  Lewyji  in  Washington 


etting  the  FCC  to  drop  its  complaint  will  save  Murdoch 
some  $200  million  in  capital-gains  taxes 
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DRUGS 


A  PATFil  MEDICINE 
CALL£D  GAn 

For  makers  of  branded  drugs,  it  could  prove  a  powerful  tonic 


It  wouldn't  be  surprising  if  Robert  J. 
Gunter  took  a  dose  of  his  own  medi- 
cine. President  of  generic  di-ugmaker 
Novopharm  usA  Inc.,  he  has  spent  five 
years  gearing  up  to  produce 
a  generic  version  of  Glaxo 
Holdings  PLC's  blockbust- 
er ulcer  drug,  Zantac.      *  , 
He  even  invested  $40 
million  in  a  plant  in  Wil- 
son, N.C.,  built  to  pump 
out  the  low-cost  version 
as  soon  as  Glaxo's  fii'st  pat- 
ent expires  in  December. 

Now,  Gunter  finds  himself  in 
the  middle  of  a  stomach-churning 
patent  battle.  Glaxo  and  other  brand- 
name  phaiTnaceutical  giants  ai"e  claiming 
that  the  General  Agi-eement  on  Tariffs 
&  Tr-ade  (GATT),  signed  by  President 
Chnton  in  December,  extends  many  of 
their  patents,  Zantac's  among  them. 
More  important,  they  argue,  the  ex- 
tended patent  term  gives  them  extra 
months — even  yeai-s — of  protection  fi'om 
competing  generics. 

While  the  case  relies  on  complicated 
legal  ai'guments,  it  boils  down  to  wheth- 
er provisions  in  gatt  supersede  a  1984 
law  that  prevents  the  Food  &  Drug 
Administration  from  approving  gener- 
ics until  the  patent  on  a  name  brand 
expires.  If  the  arguments  pi'evail,  more 
than  100  brand-name  products  will  win 
an  average  of  12  months  each  of  extra 
patent  protection  (table).  A  new  study 
from  the  University  of  Minnesota  esti- 
mates that  the  extra  protection  could 
give  the  dmgmakers  a  windfall  of  $6 
billion  over  the  next  20  years.  "That's 
obscene,"  fumes  Senator  David  H.  Pry- 
or  (D-Ai'k.).  "American  consumers  are 
going  to  pay  the  bill." 
"EUREKA"  MOMENT.  Pryor,  a  handful  of 
other  lawmakers,  and  the  generics  com- 
panies are  fighting  back.  On  Apr.  27, 
Pryor  and  five  other  senators  asked  the 
FDA  to  reject  the  brand-name  compa- 
nies' interpretation  of  (JATT.  Vows 
Novopharm's  Gunter:  "If  the  pharma- 
ceutical industry  thinks  generics  will 
roll  over  and  play  dead  on  this,  they 
have  another  think  coming."  The  fda's 
decision  is  expected  within  weeks,  but 
the  wrangUng  won't  end  then.  KUA  offi- 
cials and  executives  on  both  sides  pre- 


dict that  whatever  the  fda  decision,  the 
loser  will  take  the  issue  to  couil. 

The  high-stakes  controversy  wasn't 
anticipated  when  gatt  was  approved 
late  last  yeai-.  The  agi-eement 
harmonized  U.S.  law  vrith 


BESTSELLER:  A  fa  vor- 
able ruling  would  keep 
Glaxo  in  the  pink 


A  WINDFALL  IN 
THE  MAKING 

Pharmaceutical  makers  are 
seeking  an  average  of  12  months'  ex- 
tra protection  from  generic  competi- 
tors for  more  than  100  drugs 


DRUG  MONTHS 
COMPANY/   OF  ADDED 
USE  PROTECTION 


POTENTIAL  EXTRA  REVENUES 

BECAUSE  OF  LACK 

OF  GENERIC  ALTERNATIVE 

MILLIONS  OF  DOLLARS 


ZANTAC  19 

$1,000 

Glaxo/ulcers 

MEVACOR  19 

$448 

Merck/ 

cholesterol-lowering 

DIFLUCAN  20 

$410 

Pfizer/ 

antifungal  agent 

pfirLOSEC  17 

$586 

Merck/ulcers 

CAPOTEN  5 

$101 

Bristol-Myers 

Squibb/hypertension 

DATA  PRIME  INSTITUTE, 

UNIVERSITY  OF  MINNESOTA 

the  rest  of  the  world's  by 
changing  patent  tenns  tu 
20  years  ft'om  the  initial 
filing  instead  of  17  years 
after  being  granted.  Most 
companies  thought  the 
change  applied  only  to 
new  patents,  but  soon  af- 
ter passage,  Glaxo's  law- 
yers had  a  "eureka"  mo- 
ment. Poring  over  the 
legislation,  "we  realized  that  for  many  of 
our  existing  products,  patent  life  would 
be  extended,"  says  associate  general 
counsel  Marc  Shapiro. 

As  a  result,  any  patent  that  took  un- 


NOVOPHARM'S  KNOCKOFF: 

Worth  millions  once  it's 
available  in  the  U.S. 


der  three  years  to  win  approval  w^ 
have  longer  protection.  Since  the  1 
Patent  Office  took  only  17  months 
grant  the  first  of  two  key  patent 
Zantac,  the  change  would  give  the  c 
pany  an  additional  19  months  of  j 
tection  for  its  top-selling  dnig. 

But  even  as  gatt  changed  pat 
terms,  Congi-ess  tried  to  prevent  h; 
to  rivals  that  had  been  counting  on 
original  expiration  dates.  Lawmat 
inserted  a  clause  permitting  a  comp 
to  introduce  a  competing  product  on 
original  patent  expiration  date  if 
company  had  made  significant  prior 
vestments  and  if  it  paid  the  patent  h 
er  a  royalty  or  some  other  foi-m  of 
uitable  remuneration."  While  Jeren 
Mclntyi'e,  counsel  for  generic  drugn 
er  Geneva  Pharmaceuticals  Inc.,  c 
that  "a  fau'  balance,"  on  the  theory  t 
it's  better  to  pay  a  royalty  than  not 
allowed  into  the  market  at  all,  the  pr 
sion  would  squeeze  generic  drugrr 
ers'  already  thin  profit  margins. 
OVERSIGHT?  Meanwhile,  Glaxo,  Bris 
Myers  Squibb  Co.,  and  other  bra 
name  companies  are  arguing  that 
escape  clause  shouldn't  even  applj 
the  diiig  industry.  The  reason,  they 
is  that  it  clashes  with  provisions 
1984  U.S.  generic-drug  law  that  j 
vents  the  fda  fi-om  approving  a  gen 
drug  until  the  brand-name  patent  ^' 
pires.  Unlike  other  instances  wh  '''1 
Congi'ess  amended  existing  laws  to  < 
foi-m  with  gatt,  it  failed  to  resolve  '  " 
conflict — implying  an  intent  to  keep  f 
isting  law  intact,  says  Glaxo's  Shap  * 
Pryor  and  others  plead  simple  o\  O-' 
sight.  But  the  big  di'ugmakers  insist 
claiming  what  they  see  as  theirs.  i'i 
In  the  coming  fight,  generic  dr  * 
makers  face  an  uphill  struggle.  "  It 
have  to  be  better  organized,  and  sp  * 
more  money  to  get  oui-  mess  f 
across,"  says  Bruce  Down  ?! 
CEO  of  Barr  Laboratoi  J 
Inc.,  a  generic  drugina  ft; 
in  Pomona,  N.Y.  As  p  !t' 
cymakers  focus  once  a|  Ih 
on  rising  health-cai'e  co 
the  generic  companies  s; 
have  one  potent  messf  «i 
If  the  brand-name  core  o: 
nies  win,  Americans 
pay    billions    more  i- 
drugs.  Faced  with  i, 
prospect  of  dramatic  lin 
higher  costs,  "I  can't  in 

  lieve  the  [fda]  won't  m 

the  right  choice,"  says  Lewis  A.  E  i 
man,  president  of  the  Generic  Phan  s- 
ceutical  Industry  Assn.  Robert  Gur  }• 
can  only  hope  he's  right. 

By  John  Carey  in  Washing  i 
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BSIDIES 


IG  SUGAR  MAY  BE 

iOUT  TO  TAKE  ITS  LUMPS 

3  pressure  is  on  to  end  "the  most  costly  cartel . . .since  OPEC" 


in  Mar.  29,  Representative  Dan  Mill- 
er (R-Fla.)  stood  in  a  crowded  Cap- 
itol Hill  office  and  made  what 
unts  to  a  near-treasonous  declai-ation 
lany  Floridians:  He  vowed  to  kill  a 
ral  subsidy  program  that  provides  a 
bilhon  annual  vdndfall  to  U.  S.  sug- 
n"owers.  "It's  coiporate  welfare,"  he 
•ged.  That  sent  Big  Sugai-'s  lobbying 
bine  into  overdiive.  An  hour  later,  a 
colleague  from  an  adjoining  district, 
•k  Foley,  denounced  Miller  for  aiding 
sidized  European  fanners  at  the  ex- 
se  of  the  U.  S.  sugar  industry, 
he  exchange  dramatizes  the  growing 
le  in  Congress  about  whether  to  kill 
ar  growers'  sweet  subsidies.  Al- 
igh  opponents  have  failed  to  do  so 
ly  times  before,  GOP 
■rts  to  balance  the 
get  make  the  progi-am 
denly  vulnerable. 
JFARE?  The  sugar-subsi- 
issue  is  explosive  be- 
be  it  pits  a  strange  alli- 
i  of  GOP  free-mai'keters 
liberal  Democrats 
inst  supporters  of  pow- 
il,  parochial  interests, 
addition,  the  issue  has 
industrial  gi'OU{) — the 
wers — in  combat  with 
ther — big  sugar  buyei's. 
gar's  going  to  become 
poster  boy  for  corpo- 
i  welfare,"  predicts 
imas  A.  Hammer,  pres- 


ident of  the  Sweetener  Users  Assn., 
which  represents  big  coi-porate  buyers 
of  sugar.  Their  goal:  to  pay  the  lowest 
possible  price  for  sugar 

Such  interests  have  won  the  support 
of  House  Majority  Leader  Richard  K. 
Armey  (R-Tex.),  who  has  led  the  chai'ge 
to  abolish  what  he  calls  "the  most  cost- 
ly cartel  to  American  consumers  since 
OPEC."  Miller  and  Representative 
Charies  E.  Schumer  (D-N.Y.)  plan  to 
co-sponsor  a  bill  in  mid-May  to  kill  the 
sugar-subsidy  progi'am,  and  a  similar 
bill  vdll  be  introduced  in  the  Senate. 
"The  political  landscape  has  changed," 
says  one  Senate  aide. 

Sugar  fanners  know  they've  had  a 

/ 


The  Sugar  Wars 


GROWERS  SAY  IF  THE  SUBSIDY 
IS  CUT: 

►  As  many  as  420,000  U.S. 
farm  jobs  would  be  lost 

►  Farmers  would  face  subsi- 
dized European  competition 

►  World  sugar  prices  would 
soar,  causing  higher  U.S.  prices 


BUYERS  SAY  IF  THF  SUBSIDY 
REMAINS: 

►  U.S.  buyers  may  be  forced 
to  move  overseas 

►  Consumers  viill  pay  an  extra 
$1.4  billion  annually 

►  U.S.  prices  will  stay  8<t  per 
pound  higher  than  elsewhere 


DATA:  FLORIDA  SUGAR  CANE  LEAGUE,  U.S.  SWEETENER  USERS  ASSN, 


PROTEST  IN  FLORIDA:  This  time, 
growers  may  have  to  accept  reform 

great  deal  for  years.  While  the  govern- 
ment doesn't  give  cane  and  sugar-beet 
farmers  direct  cash  subsidies,  it  pro- 
\ades  them  with  low-cost  loans  from  the 
U.  S.  Treasury,  guarantees  a  price  much 
higher  than  the  world  market's,  and  re- 
stricts imports.  The  result:  A  1993  Gen- 
eral Accounting  Office  study  found  that 
inflated  sugar  prices  cost  American  con- 
sumers $1.4  billion  a  year. 
ODD  BEDFELLOWS.  In  the  past,  growers 
fended  off  attacks  by  arguing  that  vrith- 
out  the  program,  European  producers 
would  dump  their  own  subsidized  sugar 
onto  the  world  market.  But  that  argu- 
ment is  losing  sway.  Poweiful  corporate 
buyers  such  as  Coca-Cola,  Hershey 
Foods,  Ki'aft  Foods,  and  Nabisco  Foods 
have  teamed  up  with  consumer  gi'oups 
and  environmentahsts  for  the  first  time. 
The  odd  bedfellows  call  themselves  the 
Coalition  to  End  Welfare  for  Big  Sugar 
and  have  run  ads  attacking  the  subsidy. 

Sugar  is  fighting  back.  At  a  congres- 
sional hearing  on  the  subject  held  in 
Florida  on  Apr.  27,  more  than  500  fann- 
ers turned  out  to  plead  with  lawmakers 
to  save  their  jobs.  Industiy  heavy  hit- 
ters such  as  J.  Nelson  Fairbanks,  pres- 
ident and  CEO  of  U.  S.  Sugar  Corp., 
have  met  with  key  Washington  law- 
makers several  times.  And  Pepe  Fanjul, 
CEO  of  Flo-Sun  Inc.,  a  huge  sugar  grow- 
er in  West  Palm  Beach,  Fla.,  hosted  a 
March  fund-raising  dinner  for  Senate 
Majority  Leader  Bob  Dole's  Presidential 
bid.  Rep.  Armey  calculates  that  the 
Fanjul  family  receives  as  much  as  $64 
million  in  annual  benefits,  though  they 
dispute  the  figure. 

The  gi'owers  also  have  a  long  history 
of  generous  campaign  contributions. 
Sugar  PACs  and  a  few  individual  donors 
have  contributed  $11.3  miUion  to  con- 
gressional candidates  and  $1.3  million 
to  cuiTent  House  and  Senate  Agii- 
culture  Committee  mem- 
bers since  1979,  accord- 
ing to  the  Washington- 
based  Center  for  Respon- 
sive Politics. 

But  generous  donations 
may  not  save  sugar  this 
time.  House  Agriculture 
Committee  Chairman  Pat 
Roberts  (R-Kan.),  a  pow- 
erful ally  for  sugai-  produc- 
ers, says  the  growers'  best 
hope  is  to  accept  cost-cut- 
ting reforms  "or  their  pro- 
gi'ams  may  go  the  way  of 
honey,  wool,  and  mohair." 
A  bittersweet  choice,  to  be 
sure. 

By  Mary  Beth  Regan  in 
Washington 
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BANKING 


THANKS  FOR  YOUR  DEPOSIT. 
THAT'LL  BE  $3' 

A  plague  of  fees  is  spreading-and  for  good  reason,  bankers  say 


Outside  the  First  Chicago  bank 
branch  in  tony  Lake  Forest,  111., 
Shaun  C.  Borden  is  threatening  to 
take  his  "six-figure"  account  to  another 
bank.  "I  don't  hke  the  attitude  of  First 
Chicago,"  says  the  president  of  Swiss 
Financial  Securities  Inc.,  a  brokerage 
fii-m.  Borden  is  steamed  because  of  the 
bank's  plan,  announced  on  Apr.  25,  to 
slap  thousands  of  customers  whose  bal- 
ances total  less  than  .$2,500  with  a  fee  of 
$8  for  visiting  a  teller  when  they  could 
have  used  an  ATM.  Borden  isn't  in  that 
category,  but  perception  counts — and 
his  is  that  the  bank  is  unfairly  jacking 
up  its  fees. 

Like  Borden,  bank  customers  across 
Chicago  are  outraged.  Now,  the  city's 
largest  bank  is  scrambling  to  respond  to 
what  one  of  its  board  members  calls  a 
"public  i-elations  disaster."  Fii'st  Chicago 
Chairman  Richard  L.  Thomas  quickly 
mailed  letters  to  all  customers  seeking 
to  clarify  the  fee  issue.  Analysts  think 
the  bank  may  have  to  at  least  partially 
retreat  from  its  new  plans,  though  Ex- 
ecutive Vice-President  W.  G.  Jurgensen 
contends  the  bank  is  "only  going  after 
excessive  transaction  activity." 

However  First  Chicago  responds, 
though,  bank  customers  eveiywhere  are 
having  to  get  used  to  forking  over  fees 
for  what  once  came  free.  From  Bank  of 


America  on  the  West  Coast  to  Citicorp 
back  East,  banks  inci-easingly  ai'e  nickel- 
and-diming  customers  in  ways  that  add 
up  to  big  revenue.  Since  1990,  service 
chai'ges  on  deposit  accounts  alone  have 
grown  from  $1L4  billion  to  $15.3  billion 
(chait).  And  fees  ai"e  likely  to  keep  gi-ow- 
ing.  Chris  M.  Bauer,  chainnan  of  Fii'star 
Bank  Milwaukee,  jji-edicts  that  eventual- 
ly the  whole  industiy  may  have  to  move 
in  Fh'st  Chicago's  direction. 
IRKSOME  ACCOUNTS.  Many  banks  al- 
ready have.  Indeed,  First  Chicago  riled 
consumers  over  an  old  idea:  In  Califor 
nia.  Wells  Fargo  Bank  began  charg 
ing  teller  fees  for  some 
accounts  back  in  1987; 
BofA  did  so  in  1992. 
Meanwhile,  fees  keep 
rising  even  as  banks  add 
new  ones.  Bcnik  Rate 
Monitor  reports  ATM 
fees  rose  17%  last  year, 
to  an  average  of  about 
$1.  Three  years  ago, 
35%  of  banks  leveled  a 
charge  on  customers 
who  unknowingly  depos- 
ited someone  else's 
check  that  bounced;  to- 
day, it's  85%,  reports  the 
U.  S.  Public  Interest 
Research  Group.  Banks 


DONT  THEY  WANT  OUR  MONEY?  No 

always.  Some  accounts  are  a  pain 
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BIG  BUCKS  FOR  BANKS 
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SERVICE  CHARGES 
ON  DEPOSIT  ACCOUNTS 
AT  U.S.  BANKS 

BILLIONS  OF  DOLLARS 
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impose  dozens  of  other  fees, 

The  fact  is,  many  bankers  would 
some  customers  to  shift  to  a  en 
union  or  small  bank.  "As  long  as  tl 
is  service  available  somewhere,  let 
marketplace  work,"  says  Norwest  C 
CEO  Richard  M.  Kovacevich. 

The  trick  is  to  coax  unprofitable 
tomers  into  paying  their  freight.  F 
Manhattan  Consulting  Group  Inc 
ures  that  50%  of  households  vrith  b 
accounts  are  money-losers  for  ba: 
These  are  low-balance  customers 
constantly  bug  tellers  with  request! 
inspect  theii*  balances  or  see  if  a  cl 
has  cleared.  The  result  is  anemic  n 
nues  and  high  costs.  The  danger 
dumping  a  whole  class  of  customers 
course,  is  that  the  profitable  custon  y 
could  walk,  too. 

POLITICAL  FLAK.  One  of  the  few  ba|ti 

to  finely  dice  its  customers  by  pn 
ability  is  Firstar  Corp.,  the  paren' 
Bauer's  Milwaukee  bank.  When 
ranked  customers  for  money-making 
tential,  15%  of  households  with  incoi 
over  $125,000  were  unprofitable,  w 
76%  of  households  with  incomes  un 
$25,000  a  year  were  profit  generat 
The  fii'st  group  had  relatively  low 
ances  but  demanded  costly  personal 
tention;  the  lattei-  group  had  even  lo 
balances  but  eschewed  tellers  for  1 
cost  ATMS.  The  lesson:  Getting  ric 
low-income  clients  isn't  the  solution  j 
Still,  bankers  may  ignite  a  polit  ji 
powder  keg  with  their  fees.  "A  la  jjp, 
proportion  of  the  population  belie 
they  have  a  constitutional  right  to  1 
banking  sei^vice,  including  congressmt 
says  Joel  Friedman,  senior  partner  g 
Andersen  Consulting.  Indeed,  Rej 
sentative  Maxine  Waters  (D-Calif.)  u  \ 
a  May  3  press  confei'ence  to  denou 
First  Chicago  and  push  a  bill 
freeze  all  fees  for 
years. 

The  bill  proba 
won't  pass,  but  bai  (.|^ 
can't  afford  to  anta 
nize  Congress  wl 
pushing  for  repeal  of 
Glass-Steagall  Act  1: 
ring  them  from  bi 
nesses  such  as  securi 
and  insurance.  Ever 
First  Chicago  retreal 
bit,  rising  bank  fees 
here  to  stay. 

Bij  Russell  Mitcf 
in  Sa7i  Francisco 
Richard  A.  Melcher 
Chicago 
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REAL  STEELMAN 
)R  USX 

n  Usher's  record  is  solid,  but  his  style  could  be  a  problem 


-250 


-500 


^MILLIONS  OF  DOLLARS 


ast  December,  when  usx  Corp. 
Chairman  Charles  A.  Cony  was  ar- 
^  rested  in  Washington  for  canying  a 
.  ed  gun  into  a  federal  building,  the 
lonse  in  Pittsburgh  was  quiet  glee. 
.  y,  who  faced  a  misdemeanor  charge 
later  was  di'opped,  has  never  been 
<  vorite  in  Steeltown.  After  all,  he 
the  one  who  pushed  U.  S.  Steel 
the  energy  business,  with  a  $6.5 
ton  buyout  of  Marathon  Oil  Co.  in 
i:!.  Later,  he  put  the  steel  unit  on 
block  but  couldn't 
a  buyer.  Rumors 
'  'led  in  the  early  '90s 
;  Corry  even  would 
^  e  the  headquarters 
;he  steel  giant  to 
,  ston. 

I  ow  the  steel  stal- 

"ts  can  rejoice:  One 
heir  own  is  back  in 

!  'ge.  On  Apr.  25,  the 

!  -d  of  the  $19  bilhon 
glomerate  announced 
it  has  picked  a  vet- 
1  steelman,  Thomas 
fsher,  52,  to  replace 
y,  who  is  retiring  in 
,  a  year  and  a  half 

lid  of  schedule,  citing 

^ional  reasons.  As 
iident  of  U.  S.  Steel 

'  up  for  five  years, 

ler  pushed  up  pro- 
;ion  and  profits, 
!ezing  more  tonnage 
1  mills  in  Gary,  Pitts- 
fh,  and  Birmingham. 

!  challenge:  to  keep  the  steel  group 
the  upswing  while  driving  down 

[  s  at  the  oil  company.  But  now  that 
on  a  broader  stage.  Usher  may 

\i  to  ease  up  on  his  sometimes  raw, 

'  )t-from-the-lip  style. 
D-NOSED  LITIGATION.  In  many  ways, 
er  boasts  an  ideal  resume  for  run- 
:  an  industrial  behemoth.  He  has  a 
•  in  systems  engineering  from  the 
/ersity  of  Pittsbiu-gh  and  29  years  of 
;rience  in  the  company,  much  of  it  at 
plant  level.  He's  smooth  and  articu- 
with  Wall  Street  and  at  ease  dis- 
ing  global  trends  with  his  joint-ven- 
partners  from  Korea  and  Japan, 
jokes  readily  with  workers,  both  at 
Iquartei-s  and  at  the  mills.  "He's  a 
Lral  leader,"  says  Matthew  Botsford, 
ident  of  WorldClass  Processing  Inc., 


a  Pittsburgh  steel  servicing  company. 
"People  there  believe  in  him." 

However,  Usher  has  been  known  to 
go  too  far.  Two  years  ago,  speaking  to 
the  Association  of  Women  in  the  Metal 
Industries,  attendees  say  that  he  opened 
with  a  lengthy  series  of  sexual  jokes, 
some  of  them  targeted  at  specific  mem- 
bers of  the  host  organization.  "It  was 
pretty  raunchy,"  recalls  one  member  of 
the  group.  "It  wasn't  appreciated."  Ush- 
er notes  that  the  association  continues 


agement  for  top  executive  jobs.  Usher 
sued  National  and  pushed  for  an  injunc- 
tion. He  and  his  team  flew  to  Ham- 
mond, Ind.,  and  insisted  in  state  court 
that  National  was  merely  intent  on  crip- 
pling a  competitor  and  stealing  trade 
secrets.  The  injunction  was  quickly  dis- 
missed. But  USX  still  is  pushing  ahead 
with  a  longshot  suit  against  National 
and  its  Japanese  owner,  nkk.  "We  were 
the  aggrieved  party,"  he  insists. 
IMPROVING  PICTURE.  Despite  such  spats, 
Usher  has  led  U.  S.  Steel  to  an  impres- 
sive comeback.  In  the  past  five  years, 
the  company  has  pushed  ahead  of  Ger- 
man and  Japanese  rivals  in  productivity. 
At  the  same  time,  he  has  prepared  for  a 
down  market  in  common  gi'ades  of  steel 
by  forging  high-tech  joint  ventures  with 
Japan's  Kobe  Steel  Ltd.  And  last  year 
he  even  teamed  up  with  minimill  neme- 
sis Nucor  Corp.  in  a  joint  venture  to 


CAN  USHER  KEEP  USX's 
TURNAROUND  COING? 

U.S.  STEEL  IS  ON  AN  UPSWING... 
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AND  SO  IS  MARATHON  OIL 
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to  invite  him  to  speak.  Whether  the 
jokes  were  offensive,  he  says,  may  be 
"in  the  eye  of  the  beholden" 

The  chairman-to-be  also  shows  signs 
of  caiTying  on  usx's  tradition  of  hard- 
nosed  litigation  that  sometimes  back- 
fii'es.  In  the  most  prominent  case,  the 
company  was  slow  to  settle  a  longstand- 
ing antitrust  suit  lodged  against  a  for- 
mer holding  of  \J.  S.  Steel,  Bessemer  & 
Lake  Erie  Railroad,  and  ended  up  in 
1993  on  the  wrong  end  of  a  $498  million 
verdict.  What's  worse,  the  money  went 
in  the  fonn  of  damages  straight  to  some 
of  U.  S.  Steel's  toughest  competitors. 
Usher  says  that  the  best  chances  to 
settle  were  already  lost  before  he  and 
Corry  stalled  to  ran  the  company. 

A  year  later,  when  National  Steel 
raided  his  Gary  mill,  hiring  plant  man- 


USHER  PUSHED 
UP  PROFITS 


develop  new  steelmaking  technology. 

At  Marathon  Oil,  Usher  steps  into 
an  improving  picture.  Production  is  up 
30%  in  two  years,  now  that  big  projects 
in  the  North  Sea  and  the  Gulf  of  Mexi- 
co are  coming  on  strong.  But  its  consor- 
tium in  Russia,  the  Sakhalin  Energy 
Investment  Co.,  is  nmning  into  bureau- 
cratic resistance.  Marathon's  stock — 
which  was  separated  from  the  steel 
stock  four  years  ago  under  pressure  by 
Cai-1  C.  Icahn — is  at  19,  a  12-month  high 
but  still  25%  below  its  level  at  the  time 
of  the  split.  More  cost-cutting  seems 
called  for,  and  Usher  certainly  knows 
how  to  do  that:  U.  S.  Steel  axed  more 
than  100,000  jobs  in  the  1980s.  With 
him  at  the  helm,  Marathon  may  be  in 
for  similar  medicine. 

By  Stephen  Baker  in  Pittsburgh 
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DEALS 


RYKA  LOOKS  LIKE  IT'S  ON 
ITS  LAST  LEGS 

The  failed  L.A.  Gear  merger  puts  Ryka's  future  in  jeopardy 


As  she  left  work  on  Apr.  27,  Ryka 
Inc.  Chief  Executive  Officer  Sheri 
Poe  was  confident  she  had  finally 
clinched  a  deal  to  sell  her  struggling 
maker  of  women's  athletic  shoes  to  lai-g- 
er  rival  L.  A.  Gear  Inc.  It  hadn't  been 
easy:  A  merger  accord  signed  on  Jan.  30 
had  fallen  apart  because  of  Ryka's  dete- 
riorating financial  condition.  But  the  two 
companies  had  hammered  out  a  revised 
pact,  and  Poe  hoped  to  announce  the 
new  plan  as  early  as  the  following  day. 
The  two  companies  had  even  prepai'ed  a 
joint  press  release. 

But  moments  after  arriving  home 
that  evening,  Poe  got  a  call  from  L.  A. 
Gear  President  Wilham  L.  Benford.  His 
brief,  blunt  message:  The  deal  was  off. 
Poe  says  Benford  didn't  really  explain 
the  sudden  about-face.  "I  was  shocked," 
she  recalls.  "It  was  bizaire." 
BETRAYAL.  BizaiTe  or  not,  the  collapse 
of  the  merger  has  left  Ryka  stinggling 
for  its  life.  The  Nomood  (Mass.)  compa- 
ny is  in  default  on  its  main  loan  and 
faces  a  cash  shortage  and  punishing 
losses.  Poe  says  Ryka  is  in  talks  with 
several  potential  rescuers  and  hopes  to 
seciu'e  a  bridge  loan.  But  time  is  short. 
Addressing  speculation  that  Ryka  only 
has  enough  cash  to  last  two  months, 
Poe  says:  "I  don't  know  that  we  even 
have  that  long." 

From  the  start,  L.  A.  Gear  wanted 
Ryka  partly  because  it  would  add  some- 
thing entirely  new  to  its  line  of  hip, 
stylish  sneakers.  Ryka  made  its  name  as 
a  pioneer  in  serious-minded  "cause  mai'- 
keting."  A  rape  sui"vivor,  founder  Poe 
wove  her  personal  trauma  into  a  po- 
tent marketing  message  linking  fitness 
and  empowerment  of  women. 

But  the  deal  quickly  began  to  sour. 
Committed  to  Poe's  mission,  many  Ryka 
shareholders  and  employees  felt  be- 
trayed when  the  company  agreed  to  the 
$16.4  million  L.  A.  Gear  merger.  They 
felt  the  price — ^just  62(2  a  share — was 
inadequate.  And  the  perk-laden  employ- 
ment agreement  Poe  cut  (while  leaving 
other  managers  to  fend  for  themselves) 
made  matters  woi"se.  Foui'  shareholders 
filed  class  actions,  while  others  started  a 
gr-assroots  campaign  to  kill  the  deal.  In 
Febiuaiy,  Ryka's  chief  financial  officer, 
Roy  S.  Kelvin,  quit  in  disgust. 


Meanwhile,  Ryka's  finances  began  to 
deteriorate  markedly.  Since  its  found- 
ing in  1987,  the  company  never  has 
posted  an  annual  profit  and  has  been 
in  a  pei"petual  cash  crunch.  In  1994,  it 
lost  $511,000  on  revenues  of  $16.3  mil- 
lion. Last  August,  when  L.  A.  Gear  ap- 
proached it,  Ryka  was  tiying  to  secure 
new,  long-tei"m  financing.  The  board 
opted  for  the  merger  instead. 

But  sales  started  to  slip.  Poe 
blames  it  pailly  on  tough  competi- 
tion, partly  on  a  dearth  of  new 
designs.  But  Ryka  insiders  also 
say  that  the  merger  caused  some 
key  customers  to  scale  back  or- 
ders, perhaps  because  many 
footwear  retailers  dislike 
discount-oriented  L.  A. 
Gear.  Whatever  the 
cause,   Ryka  an- 
nounced on  Apr 
6  that  it  ex- 
pected a  loss 
for  the  first 
two  quarters, 


STRAPPED 


The  athletic- 
shoe  maker  is 
facing  big 
losses  in  '95,  so 
CEO  Poe  hopes 
to  find  a  new 
buyer.  But  time  is 
short.  Can  its  cash 
stretch  for  the 
next  two  months? 
Says  Poe:  "I  don't 
know  that  we  even 
have  that  long" 
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VS.  a  profit  in  last  year's  first  half,  ac 
faced  "a  critical  shortage  of  cash."  R'ia 
was  forced  to  go  on  bended  kne€t( 
L.  A.  Gear  for  a  loan. 

After  more  negotiations,  the  /( 
sides  cobbled  together  a  pact  that  caK 
on  L.  A.  Gear  to  pay  far  less  for  Ry 
stock — around  25(2  to  30(2  a  share,  c 
mates  a  source  close  to  Ryka.  Poe  ; 
agreed  to  cut  back  her  employm 
package,  and  L.  A.  Gear  was  suppc: 
to  provide  a  $1.5  million  credit  1 
Both  boards  had  tentatively  appro 
the  deal  by  Apr  21,  insiders  say. 
"BAD  MATCH."  But  L.  A.  Gear's  Benl 
says  he  and  Chaimnan  and  ceo  Si 
ley  P.  Gold  were  gi'owing  inereasir 
edgy  about  Ryka's  financial  pUght.  ' 
smaller  company  "was  conti 
ing  to  deteriorate  as  we  w 
through  the  negotiations," 
says.  L.  A.  Gear  was  afi 
that  $1.5  million,  which  wi 
be  totally  unsecured,  mi 
not  be  enough^ — and  that 
deal  might  be  voted  down 
Ryka  shareholders. 
Benford  denies  : 
connection,  but  si 
outsiders  believe  L 
Gear's  own  finan 
problems  contribu 
to  the  deal's  deni 
™  On  top  of  year.^ 
poor  results,  the  ci 
pany's  fii'st  quarter,  e 
ed  Feb.  28,  was  woe 
Inventories  were  up  'L 
and  the  athletic-shoe  oi 
posted  a  loss  of  $12  i 
lion  on  revenues  of 
million.  "At  this  po 
L.  A.  Gear  can't  aff 
to  overpay,"  notes  (! 
Jacobson,  a  Bankers  Ti 
Securities  Corp.  analyst 
Lately,  Ryka's  sh 
price  has  sunk  to  a  mea 
19(2,  giving  it  a  mar 
capitalization  of  just  $5  i 
lion.  But  not  all  is  glon 
"I'm  really  glad"  the  n 
ger  fell  through,  says  El 
beth  Hermon,  a  psychotl 
apist  in  Cambridge,  Ma 
who,  with  her  husba 
,  owns  150,000  Ryka  shai 
"It  was  a  bad  match, 
rather  lose  all  my  moi 
than  see  Ryka  run  by  L  ^ 
Gear"  Barring  a  miracle  i- 
cue,  Hermon  just  may  get 
wish. 

By  Mark  Maremont  in  E 
ton,  with  Nanette  Byr, 
in  Los  Angeles 
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Notebook 
And  Get  A 

Desktop  Free. 


Compaq  ITE  Elite  4/7i>CX 


Compaq  SmartStation 


$700 

VALUE 


Just  how  do  you  ^et  two  PCs  tor  the  price 
of  one?  Buy  a  Compaq  LTE  Ehte  4/50E, 
4/50CX  or  4/75CX  by  May  Slst,  and  we'll 
give  you  a  Compaq  SmartStation  with  it — tree. 

And  what's  so  smart  al^cjut  a  Compaq  SmartStation?  it's 
loaded  with  unique  teatures  like  "VCR-stvle"  motorized 
docking,  plug-and  play  capabilities  and  integrated  Ethernet 
support.  And,  when  combined  with  our  top  ot  the  line 
LTE  Elite,  it's  like  getting  a  network-readv,  expandable 
desktop.  What's  even  more  remarkable  is  that  it's  tree  — 
still  another  reason  why  you  will  find  this  combination 


to  be  the  perfect  solution  for  your  needs  in  the  office. 

There's  n<)thing  lost  when  vou're  on  the  road,  cither. 
Because  the  LTE  Elite  is  our  most  powerful  notebook. 
And  with  its  built-in  AC  adapter,  you  won't  lind  yourselt 
lugging  arountl  any  extra  baggage. 

Simply  put,  buying  an  LTE  Elite  right  nnw  and  getting 
a  free  SmartStation  is  a  great  deal.  And  this  It  rritic  otter 
is  only  a\  ailable  trom  Compaq.  So,  it  you  want  to  tind 
out  \\  here  you  can  buy  one  great  computer  tor  the  road 
and  get  another  tor  the  otticc 
tree,  vou  should  call  us  now. 


COMPAa 
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DON'T  GET 
THE  LEAD  OUT 

Great  Lakes  Chemical  bucks 
efforts  to  ban  leaded  gas 

They  all  got  out:  DuPont,  Ethyl,  and 
Nalco.  None  wanted  to  continue 
making'  lead  additives  in  the  face 
of  mounting  worldwide  efforts  to  stamp 
out  their  use  in  gasoline.  The  latest:  On 
Apr.  28,  the  U.  N.  Commission  on  Sus- 
tainable Development  called  on  all  na- 
tions to  reduce  their  use  of  leaded  gas 
or  phase  it  out  entirely. 

Then  there's  Great  Lakes  Chemical 
Corp.,  based  in  West  Lafayette,  Ind. 
The  company  is  fighting  a  controversial 
rear-guard  action  to  slow  the  demise 
of  leaded  gasoline.  'WTiy?  Octel  Asso- 
ciates Ltd.,  a  British  company  that 
is  89%  owned  by  Great  Lakes,  makes 
the  tetraethyl  lead  used  to  boost  octane 
in  gas.  Last  year,  Octel  accounted  for 
60%  of  Great' Lakes'  $40.5  million  oper- 
ating profit  and  26%.  of  its  $2  billion 
in  sales. 

BRINGING  REASON.  To  try  to  lengthen 
lead's  lifetime,  Octel  is  disputing  the 
chemical's  toxicity.  In  New  Zealand, 
the  comj^any  has  run  ads  that  compare 
lead  to  "naturally  occurring"  substanc- 
es such  as  alcohol,  sugar,  and  salt.  And 
Octel  argues  that  unleaded  gasoline 
may  be  worse  for  human  health  than 
leaded.  "They  are  completely  mislead- 


"Lead  is  a  naturally       too  quic 

they  re  apt  to 

occurring  toxin,  as 
Hre  alcohol,  sugar, 
uid  salt.  Toxins  are 
dangerous  only  at 
high  dosage 
rates-in  small 
amounts  they  do 
little  or  no  harm." 


2r, 


ing,"  says  Princeton  University  envi- 
ronmental researcher  Valerie  Thomas. 

Studies  have  linked  high  concentra- 
tions of  lead  in  the  body  with  problems 
ranging  from  liigh  blood  pressui'e  to  low- 
ering the  IQ  of  cliildren.  Tlie  U.  S.  began 
phasing  out  leaded  gas  in  the  early 
1970s.  Japan,  Sweden,  Brazil,  and  sever- 
al other  countries  already  have  total 
bans.  Leaded  gas  remains  in  use  in  much 
of  the  developing  world,  from  Tiu'key  to 
China.  Nonetheless,  Great  Lakes  thinks 
the  anti-lead  campaign  is  moving  too 
fast.  Says  Donald  A.  Hall,  a  member  of 
Octel's  management  boai'd:  "We'i'e  tiying 
to  bring  reason  to  the  debate." 

Hall  argues  that  if  refiners  phase  out 


benzene  instead 
boost  octane.  h< 
benzene,  release 
into  the  environm  it 
can  pose  a  can 
risk.  It's  possiblt 
increase  octane  w 
out  using  much  1 
zene,  but  it  ci 
more.  What's  m( 
Hall  says,  the  ci 
pany  has  run  t 
studies  that  fail 
con-elate  falling  bl 
lead  levels  and 
decline  of  lead  in  ; 

But  Hai-vard  \ 
versity  School 
Public  Health  1 
fessor  Joel  Schw; 
says  that  the  coi 
lation  between  I 
in  blood  and  lead  in  gas  is  ironclad 
for  the  cost,  international  agencies 
the  World  Bank  believe  that  obtaii 
loans  to  upgi-ade  refineries  won't  b 
problem.  Loan  payments  might  b( 
nanced  by  a  tax  on  leaded  gasoline. 

Tetraethyl  lead  sales  by  volume 
declining  by  some  10%  per  year. 
Great  Lakes  is  using  the  enoimous  ]> 
its  thrown  off  by  the  tetraethyl  1 
business  to  spend  up  to  $200  millio)i 
nually  on  acquisitions  to  prepare  foi- 
post-lead  world.  Still,  with  big  earni 
at  stake,  don't  expect  the  company 
back  down  any  time  soon. 

By  Kevin  Kelly  in  Chicago,  ii 
Heidi  Dawley  in  London 


-Advertisement  by  a  Great 
Lakes  unit  that  ran  on  Feb. 
in  the  Wellington  (New 
'valand)  Evening  Post 


LEAD  SLEDS:  Istanbul  still 
nois  on  regular  gasoline 


AIRLINES 


GROWING  PAINS 
AT  VALU  JET 

Can  the  hot  little  airline 
cope  with  success? 

In  October,  1993,  four  airline  indus- 
t)-y  veterans  spent  $1  million  and  did 
the  nearly  impossible:  They  launcheil 
an  airline  that  turned  a  profit  in  its  sec- 
ond month  of  operations.  Record  results 
for  Valurfet  Airlines  have  been  rolling  in 
ever  since.  And  the  company's  .stock, 
offered  to  the  public  at  $6.25  last  June, 
now  trades  at  $27. .50.  The  company's 
price-earnings  ratio:  an  impressive  26. 

Now  come  the  growing  pains.  To 
avoid  the  fate  of  other  Southwest  Air- 
lines imitators  that  flared  then  faded. 


PRIDDY  AND  JORDAN:  "We  just  ivuiH  to  y 


ValuJet  must  keep  a  lid  on  o])erating 
costs,  deal  with  a  tightening  market  for 
used  DC-9s,  and  contend  with  flight  at- 
tendants and  mechanics  who  vow  to  or- 
ganize into  labor  unions. 

ValuJet  Chairman  Robert  L.  Priddy 
and  President  Lewis  H.  Jordan  swear 


they'll  keep  squeezing  penii  ^ 
"In  prioritizing  growth  o 
cost  control,  we'll  choose  ci 
eveiy  time,"  says  Jordan.  Fi 
its  two-plane,  three-city  si; 
ValuJet  now  fhes  into  24  ci 
with  29  planes  for  fares  as 
as  $39.  The  planes  fly  at  an 
dustry-leading  75%  capac 
and  at  43%  full,  they  br( 
even. 

ValuJet's  secret?  Ticketl 
flying  saves  about  $2  millio 
year.  The  airline's  secondhi 
bC-9s  cost  only  $5.2  mill 
each.  Add  it  up,  and  Valu 
flies  for  an  industry-best  6 
per  seat-mile.  In  1994,  its  first  full  y 
of  operations,  the  airline  earned  $i 
million  on  $133.9  million  in  revenues 
Still,  growth  must  be  served.  P 
senger-service  expenses  grew  19% 
1994's  fourth  quarter,  and  reservat 
costs  jumped  23% — both  well  bey( 


ct  ricit  ' 
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The  new  Phaser  printer 
is  to  color  what  a  laser  is 
to  black  &  white. 


4  full-color  pages/minute.  Twice  the  speed  of  a  color  laser. 


f 


Just  $4,995.  About  one-half  a  color  laser's  price. 


Near  photo-quality  color.  To  600  dpi. 


s  as  practical  as  your  laser  printer, 
t  it  prints  16.7  million  more  colors. 

i  the  new  Phaser  340,  the  world's  fastest 
sktop  color  printer.  It  prints  stunning 
TT^  Tektronix  set  a  new  color  on  ordinary 

I  mm    standard  for  the 

aJJ   world  with  the       office  papers  and 

MM    Phaser  340."  u    ii-     ^  i 

  bnlhant  color  on 

—  PC  Magazine 

April  25.  1995  transparencies. 


THE  POWER  OF  COLOR 

rH™%  fz~~L.l.      Low  cost.  1 1  e/color  page.  3c  black. 

mv 

I  It  comes  with  PostScript  "^^'Level  2  and 

I  works  with  PCs,  Macs  or  workstations.  It's 

fully  networkable,  so  everyone  in  your 
workgroup  can  access  professional  color. 
For  little  more  than  the  price  of  your  laser. 
It  adds  up  to  a  practical  solution  for  color 
p         output  across  the  enterprise. 


Free  color  sample:  800/835^100,  Ext.  1046 
or  iatp-J/mm.t^.corn/Color_Priiitersflm.litBri 


Tektronix 

/ 


Tektronix,  founded  in  1946,  is  a  leader  in  color  printers,  measurement  products,  network  displays  and  video  systems. 


News:  Analysis  &  Commentary 


an  8%  jump  in  passengers.  Growth 
slowed  in  the  first  quarter,  but  still 
topped  bookings.  Plane  costs  could  be 
rising,  too.  ValaJet  recently  passed  on  a 
group  of  aircraft  priced  at  $6  million 
each,  but  it  needs  to  add  planes  to 
maintain  gi'owth. 

TEMP  TANTRUMS.  Unionization  could 
raise  costs  higher.  Hoping  to  thwart 
the  effort,  ValuJet  on  May  4  announced 
that  it  will  offer  sick-day  and  vacation 
pay  for  all  employees.  That  takes  some 


VIDEO 


GUTS  N'  GORE 
-IN  3-D! 

Can  cool  graphics  inject  life 
into  the  video-game  market? 

Just  a  few  blocks  ft-om  O.J.  Simp- 
son's Los  Angeles  courtroom,  an- 
other— albeit  smaller — media  circus 
will  einpt  on  May  11.  There,  three  ti- 
tans of  the  video-games  industiy  plan  to 
use  a  multimedia  trade  show,  e3  Elec- 
tronic Entertainment  Expo,  to  butt 
heads  over  the  next  generation  of  mind 
candy:  thi"ee-dimensional  game  macliines 
that  represent  a  quantum  leap  beyond 
today's  playthings. 

Sega  of  America  Inc.  will  herald  the 
U.  S.  airival  in  early  September  of  Sega 
Saturn,  its  3-D  machine  that  leaves  the 
graphics  of  the  top-selling  16-bit  Sega 
Genesis  machine  in  the  dust.  Nintendo 
of  America  Inc.,  vying  for  market  lead- 
ership with  Sega,  will  unveil  marketing 
plans  for  its  Nintendo  Ultra  64.  And 
Sony  Computer  Enteitainment  of  Amer- 
ica will  be  showing  off  PlayStation,  its 
first  foray  into  the  U.  S.  video-game 
market.  The  machine  already  has  made 
a  big  splash  in  Japan.  There's  moi'e. 
Tiny  3D0  Co.  demonstrated  its  latest 
3-D  technology,  M2,  on  May  2. 

They  all  ai'e  counting  on  3-D  gTaphics 
to  inject  new  life  into  the  slowing  games 
market.  The  new  players  use  state-of- 
the-art  silicon  and  gi"aphics  engines  to 
produce  realistic-looking  3-D  images.  In 
a  Saturn  hockey  game,  for  example, 
players  can  view  action  on  the  fly,  from 
the  perspective  of  the  goalie,  a  defense 
man,  or  an  overhead  "camera." 
JOYST1CKER  SHOCK.  The  new  technology 
is  supposed  to  apjjeal  to  the  MTV  crowd, 
which  has  gi-ovvTi  bored  with  the  slower 
speed  and  graphics  quality  of  16-bit 
game  players.  Researchers  believe  this 
new  generation  of  machines  will  recap- 
ture the  buzz:  Forrester  Research  pro- 


teeth  out  of  the  union  push,  but  flight 
attendants  want  to  boost  pay  from 
$11.76  an  hour— well  below  the  $16  in- 
dustry average. 

Union  organizers  also  are  raising 
workers'  ire  over  ValuJet's  relationship 
to  Jordan  Temporary  Services,  owned 
by  Jordan's  25-yeai-old  daughter,  Jenni- 
fer, and  ex-wife,  Angela  Ellerbee.  Jordan 
Temporary,  which  hires  most  non-pilot 
woi"kei"s  and  employs  1,450  of  the  2,700 
people  woi-king  at  ValuJet,  earned  $5.14 


million  from  the  airline  last  year.  i. 
billings  ai-e  up  30%  this  year-.  'This  cn- 
pany  is  filled  with  nepotism,"  grie;- 
flight  attendant  Anna  Wootten.  Vahe 
says  it  pays  Jordan  a  competitive  re 
Priddy  and  Jordan  swear  they'll  kj] 
growth  in  line.  "Every  other  stanj 
wants  to  be  another  United  or  Db 
or  American,"  Priddy  told  analysts.  Ifef 
just  want  to  get  rich."  So  far,  Valu4?^? 
shareholders  are  doing  just  that.    '  ; 
By  David  Oreising  in  Atlc^tci 


IN  THIS  CORNER... 


KID  CONSULTANTS  I  ( 

In  a  Nintendo  lab  \  i 

other  thing  to  bu]  li 
$250  or  $300  device.!  i 

Nintendo,  Sega  adi 
Sony  are  hoping  m 
flashy  machines  will  M 
in  an  older;  well-he(scl| 
audience — the  typfcJ 
games  maven  todays 
an  8-to- 14-year-old  Jjgi 
To  lure  adults,  Sp. 
plans  to  spend  $50  fl 
lion  marketing  SatiK 
the  most  the  compi} 
has  ever  spent  on  a  n 
gle  pr'oduct.  Sony  il 
spend  about  $40  mibi 
to  spread  the  Playiia- 
tion  gospel,  and  3C 
ar-ound  $10  milhon. 

It's  difficult  to  pr'e' 
which  player  might 


GAME 
SYSTEM 

Nintendo 
Ultra  64 

Sega  Saturn 


Sony 

PlayStation 


ESTIMATED 
PRICE 

$250 


$350-$400 


$299-$399 


COMMENTS 

The  only  new  system  to  use  cart- 
ridges. Rumored  to  be  delayed. 

Will  be  packaged  with  the  Virtua 
Fighter  CD  game. 

Nearly  1  million 
have  sold  in  Japan. 


jects  13.8  million  consoles  will  be  in- 
stalled in  homes  by  1997,  up  from  1.8 
million  this  year.  Game  maker's  hope 
the  hardwai'e  sales  also  will  lead  to  a 
sur"ge  in  interest  in  their  wares.  Ac- 
cording to  Forrester,  sales  of  video 
games  for  the  new  systems — at  $40  to 
$60  a  pop — should  reach  $1.6  bilhon  by 
1997,  from  about  $400  million  this  year. 

Still,  the  prognosticators  may  be 
wi'ong:  Video-game  loyalists  may  not 
step  up  to  the  plate,  given  the  high  cost 
of  the  new  systems.  "It's  one  thing  to 
spend  $99  to  buy  a  Sega  Genesis  or-  Su- 
per Nintendo,"  says  Robert  A.  Kotick, 
the  CEO  of  Activision  Inc.,  a  producer  of 
video-game  and  PC  software.  "It's  an- 


the  ultimate  battle, 
graphics  quality  of 
thr*ee  is  superb,  acc( 
ing  to  early  viewi 
Nintendo's  Ultra  <v 
the  only  new  macl 
to  run  games  on  i 
tr-idges  r'ather  than  c 
pact  disks,  which  shi 
hold  down  the  cost 
consumers  by  elimii 
ing  the  need  for  an 
pensive  CD-ROM  component.  But  the 
tem  may  be  the  last  one  in  stor-es:  U. 
64  had  been  slated  to  appear  this  1 
but  may  not  make  it  in  time  for  Chi 
mas.  Nintendo  will  not  comment  on  i 
product's  timing. 

The  choice  most  likely  vrill  boil  d( 
to  the  system  that  runs  the  most  ri'' 
ing  games.  Sony  thinks  it  has  the  e 
because  it  will  offer  the  fir-st  3-D  ver 
of  the  wildly  popular-  Moiial  Kom 
III.  But  in  a  world  where  megasi 
with  names  like  Sonic  the  Hedge 
and  Donkey  Kong  r-eign,  no  one 
forecast  with  certainty  what  fickle  vi 
fiends  will  favor  in  the  futur-e. 

By  Edward  C.  Baig  in  New  i 
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Give  Your 


4  Company 


A 


E 


leet  Operations  puts  more  people  at 
your  service  tlian  any  other  competitive 
fleet  sales  and  service  organization.  43 
field  personnel  and  21  service  profession- 
als nationwide  handle  all  your  GM  car 
and  light-duty  truck  needs.  Whoever 
said,  "Bigger  isn't  always  better,"  wasn't 
us.  Call  Fleet  Operations  for  details  at 
1-800-FLEET-OPS  (353-3867). 


er 


Operation 
Than  Ford, 

Chrysler,  Toyota 
and  Nissan. 


© 

(! 

y 

CHEUHOLET 

FLEET  OPERATIONS.  ALL  TOGETHER  BETTER. 


GMC  Truck,  Oldsmobile  and  Pontiac  are  registered  trademarks  of  the  General  Motors  Corp.  ©1994  GM  Corp.  All  Rights  Reserved. 


it 


connects 


machine 


your 


An  idea 

is  followed  by  an  impulse 

that  shoots  down 

your  arm. 

Your  fingers  move 

across  a  keyboard. 

Words  appear 

upon  a  screen. 

This  is  how  we  work, 

how  we  think, 

how  we  are. 


MIND 


to 


Together  with  a  Microsoft  Mouse 
that  jumps  to 
highlighted  buttons 
and  returns 

to  its  original  position, 
you  are  connected,  fitted, 
ergonomically  and 
intuitively 
one 

with  the  machine. 


To  think  faster  and  work  faster 
the  physical  link  between  you 
and  the  machine  must  be  seamless. 
The  Microsoft"'  Natural  Keyboard™ 
is  that  link. 

Shortcuts  based  on  single  keystrokes 

make  it  possible. 

Shortcuts  made  possible  because 

the  Microsoft  Natural  Keyboard 

is  an  extension  of  Microsoft  Windows? 

the  software  that  makes  your  machine  tick. 

Launch  applications, 

find  misplaced  files, 

connect  to  network  servers, 

move  the  cursor  automatically  to  a  specific  word, 

to  a  menu  bar, 

with  special  keys, 

with  simple  keystrokes. 


Microsoft 


WHERE   DO  YOU  WANT  TO  CO  TODAY? 


rosoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademark,  and  Natural  Keyboard  and  Where  do  you  want  to  go  today?  ate  trademarks  of  Microsoft  Corporation.  Windows  is  a  registered  trademark  of  Microsoft 
n  for  lis  Windows  operating  system  products. 


In  Business  This  Week 


EDITED  BY  THANE  PETERSON 


MUCH  ADO  ABOUT 
SAFETY  AT  ALCAN 

AS   ALCAN    ALUMINUM  CON- 

vened  its  annual  meeting  in 
Montreal  on  Apr.  27,  David 
Hackbirth,  former  president 
of  its  U.  S.  o{)erations,  was  un- 
leashing explosive  charges 
against  the  company.  Hack- 
biith,  60,  says  he  was  fired  in 
Febrnai-y  for  refusing  to  wa- 
ter down  safety,  health,  and 
environmental  standards  at 
the  Cleveland-based  unit — un- 
der order-s  fi-om  headquaitei-s. 
Hackbirth  says  he  was  against 
saving  money  by  loosening 
the  company's  safety  and  oth- 
er standai'ds  but  adds  that,  to 
his  knowledge,  Alcan's  U.  S. 
unit  never  violated  the  law. 
He  says  he  will  sue  for 
wrongful  dismissal  on  May  15 
if  Alcan  doesn't  thoroughly  in- 


CLOSING  BELL 


BAD  CONNECTION 

Judge  Harold  Greene's  deci- 
sion on  Apr.  28  to  let  the 
Baby  Bells  provide  long-dis- 
tance service  to  their  cellular 
customers  is  ringing  hollow. 
At  first,  expectations  of  vast 
new  revenues  for  the  Bells 
boosted  their  stocks.  But  the 
ruling  IS  so  narrow — it  only 
lets  the  telcos  resell  certain 
long-distance  services  from 
other  carriers — that  gains 
may  be  small.  The  decision 
mainly  shows  "how  much  we 
need  [new]  telecom  legisla- 
tion," says  Bell  Atlantic  Gen- 
eral Counsel  Jim  Young. 

till 


'amfrltech,  bell  atlantic,  beiisouth,  nvnex. 
pacifk;  telesis,  us  west,  sbc  communications 
data  bloomberg  financial  markhs 


vestigate  the  matter.  A 
spokesman  in  Montreal  says 
the  company  looked  into  the 
charges  and  found  they  have 
"no  basis  in  fact." 


FORMAT  WARS: 
THE  SAGA  CONTINUES 

ANOTHER  B.ATTLE  IX  THE  WAR 

over  electronics  standards. 
Early  this  year,  Toshiba  and 
Time  Warner  declai-ed  victoiy 
for  their  digital  video  disks 
(DVD)  technology — a  format 
for  playing  movies  and  mu- 
sic on  compact  disks.  The  duo 
signed  up  powerful  Holly- 
wood studios  and  consumer- 
electronics  companies  to  back 
the  standard.  Now,  Sony  and 
Philips  have  countered  with  a 
high-density  CD  format  that 
holds  reams  of  video,  sound, 
and  text — and  unlike  its  ri- 
val, it's  erasable.  Sony  and 
Philips  are  pitching  their 
disks  largely  as  a  replace- 
ments for  CD-ROMS  used  in 
personal  computers.  But  PC 
companies  ai"e  ui'ging  the  two 
sides  to  come  up  with  a  sin- 
gle standard. 


ALICIA  MUNNELL, 
FED  GOVERNOR? 

TREASURY  ECONOMIST  ALICIA 

Munnell,  a  20-yeai'  veteran  of 
the  Federal  Reserve,  is 
emerging  as  the  ft-ont-ioinner 
to  replace  retired  Fed  Gov- 
ernor John  LaWare.  While 
the  White  House  maintains 
that  no  decision  has  been 
made,  Munnell,  52,  has  the 
backing  of  Ti-easury  Secre- 
tary Robert  Rubin  and  Na- 
tional Econoinic  Council  chief 
Laura  D'Andrea  Tyson.  As 
research  director  at  the  Bos- 
ton Fed,  Munnell  wrote  a 
1992  report  on  racial  bias  in 
mortgage  lending  that  dis- 
comfited some  senior  Fed  of- 
ficials. GOP  appointees,  who 
dominate  the  central  bank, 
may  not  like  her  economic 
views  much  better:  Munnell 
doesn't  shai'e  then*  dedication 
to  inflation  fighting. 


HEADLINER:  CHARLES  SANDERS 


HIS  HAT  IS  IN  A  RING  OF  FIRE 


Can  an  ui'bane,  soft-spoken 
executive  unseat  North 
Cai'olina  Senator  Jesse 
Helms?  On  May  1, 
Charles  Sanders  quit 
his  job  to  run 
against  the  23- 
year  veteran. 
His  pitch:  "I'm 
neither  conser- 
vative, nor  liber- 
al, nor  ideologi- 
cal. I  know  how  to 
solve  problems." 

The  Democrat,  63,  has 
some  resume:  A  cardiolo- 
gist, he  was  in  the  Air 
Force  Medical  Corps  and 
once  ran  Massachusetts 
General  Hospital.  For  the 
past  six  yeai*s,  he  has  been 
chairman  of  the  U.  S.  aiTn 
of  Britain's  Glaxo  Holdings 
PLC  in  North  Cai'olina.  His 
brother,  Judge  Barefoot 


Sanders  of  U.  S.  District 
Court  in  Dallas,  is  a  foiTne 
aide  to  Lyndon  Johnson. 
But  the  vitriolic  Helnjj 
may  find  some  soft  | 
spots  to  attack. 
Sanders,  a  Dalls 
native,  has  bee  - 
in  North  Cai'ol 


na  just  smce 
1989  and  has 
never  held  publ 
^  office.  If  he  wins 
the  primary,  he'll 
have  to  withstand  Helms'; 
strident  campaigning.  In 
1990,  Helms  ads  played  o: 
blacks  against  whites  on 
firmative  action.  Sanders 
says  he  finds  negative  c 
paigning  "abhoirent,"  but 
adds:  "Who  knows  what 
you'll  do  when  they  start 
calling  you  names?" 

By  Joseph  Weh  \ 


TIME-SHARES  FOR 
CORPORATE  JETS 

CANADA'S     BOMBARDIER  IS 

going  direct  to  the  customer 
to  expand  its  sales  in  the 
business-jet  market.  On  May 
3,  it  linked  up  with  American 
Airlines'  parent  company  to 
announce  a  plan  to  market 
Bombardier-made  Learjets 
and  Challengers  to  corpora- 
tions for  use  on  a  time-share 
basis.  Buying  a  fraction  of  a 
plane  will  entitle  each  custom- 
er to  access  to  an  entire  fleet 
of  planes.  The  progi*am,  called 
Business  JetSolutions,  is  being 
sold  as  a  way  to  lower  cus- 
tomers' costs.  Overall,  the 
business-jet  market  is  ex- 
panding by  159'f  annually. 

MOBIL  SWINGS 
THE  AX  AGAIN 

MORE  JOB  CUTS  IN  THE  OIL 

industry:  Mobil  Oil,  the  na- 
tion's second-largest  oil  compa- 


ny, plans  to  slash  9%  of 
workforce,  or  4,700  employ 
worldwide,  by  the  sec' 
quaiter  of  1996.  The  comp; 
will  take  a  $300  inillion  chi 
in  the  second  quaiter  as  a 
suit  of  the  resti-ucturing. 
cio  Noto,  Mobil's  chairman, 
pects  a  $1.05  biUion  ann 
savings  stalling  in  1996  ft 
the  downsizing,  primarily 
support  staff  in  the  U.  S.  ; 
overseas.  Before  the  curr 
cuts,  Mobil  already  1 
slashed  10,100  jobs,  or'  17?5 
its  workforce,  since  1991. 

ETCETERA... 


■  Sweet  revenge:  Maur 
Saatchi's  new  ad  agency  v 
British  Airways'  account 

■  W.  R.  Grace's  new  CEC 
Albert  Costello,  ex-CEO 
American  Cyanamid. 

■  The  first  'lO  of  300  i 
works  that  ibm  is  auction 
went  for  $2  million. 

■  General  Electric  said  ( 
Jack  Welch  had  success 
angioplasty  surgery  on  Ma; 
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Lincoln  Life  watches  over  nearly  2  million 
Americans  and  their  families. 


Almost  a  century  ago,  Abraham  Lincoln's  son  gave  us  permission  to  use  his  father's  name 
and  likeness.  Living  up  to  the  high  standards  of  this  name  has  helped  us  become  one  of  the  coun- 
try's largest  life  insurance  companies. 

True  to  our  heritage  of  honesty,  straight  talk,  integrity  and  compassion,  we  protect  millions 
of  American  families  with  a  variety  of  financial  products  and  services — from  life  insurance  to 
annuities  to  retirement  planning. 

In  1905,  we  were  given  the  privilege  to  use  Lincoln's  name.  Since  then,  we've  earned  it. 


©;">J4  Luiioln  NiUu'Hjl  l.iU'  liiiurance  Co..  Fort  Wayitc,  InJiaiu  USUI 
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Take  Multimedia  Into 
New  Dimensions. 


tdg^  M  ^i'^  The  10.4"  color  active 
111  4(Ji3    rnatrix  screen  with  Inde 
^  "    video  displays  stunning 

realistic  images  and  smoother  video  playbac 


[  '  \  riT''^l**J!lii  Choose  between  a  robust 
L'J  l*J:tll«  SIO Million  Byte (=  772M 
Of  520  Million  Byte  (=  500MB)  hard  disk  drive 
configuration  tor  storing  large  multimedia  files. 


Type  II  and  Type  III  PCMCIA 
slots  provides  connection 
to  your  LAN,  fax/modem 
and  mucli  more. 


Integrated  .WAV  Audio 
r'  bJ-V-1--  '^'^'■^  U\D\  pump  out  cle 
and  powerful  sound  effe( 
music  and  dialogue. 


Announcing  the  High-Performance  T4850CT.  Now  you  can  create  dazzling  multimedia 

presentations  on  a  large  10.4"  display,  with  the  excitement  of  Indeo  "  video  and  the  richness  of 
integrated  .WAV  and  MIDI  Audio.  The  new  T4850CT  lets  you  put  the  show  and  the  audience  in 
the  palm  of  your  hand.  For  your  nearest  Toshiba  dealer,  call  1-800-457-7777. 


LIMITED 


T4850CT  FEATURES: 

•  7iMH;  lntolI«4:  Hv,,ltpr.wsM,r,  KiKBL.uhc- 
tRMMiii.uili.r  SVCiATFT-LCD 

;Ktive  niiimx  Jisplny 

•  810  Milium  Bvic(=  772MB)  Hnn  or 
520  Million  Bvte(=5aiMB)HDD 

•8MB  RAM  expanJaWetc.24MB 

•  Tun  P(  'MC :iA  sluts  (I6mm  :inj  Smm) 


•VLI(K-.il-busviaai 

•  lntef,T,iIai  graphics  aaeleratiir 

•  (iS,S  ?(i  (64U  simultaneous  color. 

•  WAV  Audio  and  MIDI  sound 

•  Audio  jack.s:  hc.idphone,  huilt-in 
speakers  and  micTophone 

•6.^lhs. 

•  NiMH  hattere  lor  extended  lite 


•  15"  1.44MB  floppy  dusk  dnve 

•  Ballpoint "  Mouse  with  QuickPoit " 

•  Pre  installed  software:  DOS*  Window.s 
for  Work^Toups Windtws  Stiund  System"! 
Run  Time  Video  for  Windows'"  Indeo" 
video  and  Fn-es,se"  software 

•  Toll-free  Technical  Support  - 
7  days  a  weck/24  hours  a  day 
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lEDICARE:  NOW  IT'S  THE  GOP'S 
URN  TO  SaUIRM 


Iepublicans  thought  they  had  inoculated  themselves  from 
political  trouble  with  the  poweiful  senior-citizens  lobby  by 
pledging  last  fall  to  keep  budget-cutting  knives  away 
m  Social  Security.  Too  bad  they  forgot  to  include  Medicare, 
rhe  government's  $175  billion  health-care  progi-am  for  37  mil- 
1  elderly  has  replaced  Social  Security  as  the  Democrats' 
•e-fire  political  weapon.  With  ch'eadful  timing,  the  gop  began 
dng  of  curbing  Medicai'e's  gTowth  by  $300  bUIion  over  sev- 
yeai-s  just  weeks  after  the  House  passed  $345  bUlion  in  tax 
s  that  will  mostly  help  the  top  12%  of  U.  S.  taxpayer-s. 
Gleeful  Democrats  claim  the  Medi- 
e  dilemma  lays  bare  the  contradic- 
is  that  have  existed  all  along  in  the 
'  Contract  With  America:  You  can't 
ance  the  budget,  cut  taxes,  and  still 
itect  popular  entitlements  from  major 
luctions.  That's  particularly  tine  for 
dicare,  the  largest  pot  of  available 
Iget-cutting  funds  now  that  the  Re- 
)licans  have  put  both  Social  Secmity 
1  Pentagon  spending  off-limits.  An- 
ler  comphcation:  Medicare  officials 
Apr.  3  warned  that  the  program 
lid  go  bankrupt  by  2002.  So  it's  no 
nder  Republicans  are  begging  Presi- 
it  Clinton  for  bipartisan  negotiations  to  repair  the  pro- 
im's  finances — and  gop  budget-balancing  hopes. 
ILL  CONFUSION  MODE."  The  likelihood  of  a  quick  compromise 
1  rescue?  Nil.  With  the  Republicans  in  disaiTay,  the  Demo- 
te don't  want  them  to  stop  squirming — at  least  not  yet. 
lis  is  going  to  be  the  big  political  issue  of  the  year,"  preclicts 
rman  J.  Omstein  of  the  American  Entei-prise  Institute, 
ricedes  a  gop  senator.  "It's  a  very  volatile  and  exploitable  is- 
!  and  a  loser  for  the  Republicans." 

rhat  does  not  bode  well  for  solving  Medicai'e's  big  stnictu- 
problem — costs  that  soar  10%  a  year.  And  panicked  Re- 
Dlicans  can't  agree  on  a  cui-e.  House  Speaker  Newt  Ging- 


CAPITAL  WRAPUP 


GINGRICH:  Are  budget  cats  on  hold 


rich  (R-Ga.)  on  Apr  28  promised  not  to  use  Medicare  savings 
to  balance  the  budget.  Meanwhile,  the  Senate  and  House 
Budget  Committee  chaiiTnen  plan  to  do  the  opposite.  "They're 
in  full  confusion  mode,"  says  one  health-industiy  lobbyist. 

The  temptation  at  the  White  House  is  to  sit  back  and  en- 
joy the  GOP's  plight.  But  CHntonites  risk  a  backlash  if  they  put 
smart  politics  above  good  policy.  Advocates  of  seniors  woiry 
about  Medicare's  insolvency  and  vrill  be  leaning  on  the  Demo- 
ci'ats  to  rescue  the  program.  "The  idea  that  Medicare  should 
be  used  for  other  purposes  is  a  mistake,"  says  Stanford  G. 

Ross,  a  Democratic  tinstee  of  the  Social 
Security  funds.  Solving  Medicare's 
shortfall  "is  going  to  take  bipartisan- 
ship and  a  mechanism  to  fix  the  system 
in  a  way  that  gives  both  paities  credit." 

The  answer  may  be  a  commission 
similar  to  the  1983  gi-oup  that  saved 
Social  Security  from  bankinptcy.  That 
panel  gi'ew  out  of  a  similar  fii-estorm — 
Democrats  had  assailed  President  Rea- 
gan for  trying  to  cut  old  folks'  pensions 
in  1981 — and  provided  political  cover 
for  both  parties  to  fix  Social  Security. 

Senate  Majority  Leader  Bob  Dole 
(R-Kan.),  who  supports  a  commission, 
wants  to  solve  the  problem  quickly  so  it  won't  mar  his  1996 
Presidential  campaign.  But  the  White  House  is  insisting  that 
reform  of  private-sector  health  care — which  the  GOP  scut- 
tled last  year — be  linked  to  any  Medicare  repairs. 

That  means  an  ambitious,  long-teiTn  fix  can't  be  completed 
until  1996,  maybe  even  past  the  election.  In  the  short  teiTn, 
modest  cuts  and  refomis,  such  as  spiuTing  the  use  of  managed 
care,  must  be  agreed  upon  so  a  budget  can  be  ci'afted.  With  the 
prospect  of  millions  of  seniors  angiy  at  Washington  for  playing 
politics  with  their  benefits,  doing  nothing  is  just  too  risky. 

By  Paul  Magnusson,  with  Richard  S.  Dunham 
and  Susan  B.  Garlarid 


AMPAiGN  TUSSLE 

Fireworks  may  soon  fly  between 
NO  old  rivals  inside  the  White  House, 
asiders  say  Mickey  Kantor  is  willing 
)  step  dovra  as  U.  S.  Trade  Repre- 
sntative  to  take  a  top  job  in  Presi- 
ent  Clinton's  reelection  campaign, 
ut  Kantor,  who  chaired  the  Presi- 
ent's  '92  campaign,  faces  opposition 
•cm  aides  who  bristle  at  what  they 
ill  his  autocratic  style.  They're  push- 
ig  Presidential  aide  Eli  J.  Segal,  an- 
ther top  '92  campaign  hand  who  of- 
in  sparred  with  Kantoi-. 


INSURING  BANK  REFORM? 

►  House  Banking  Committee  Chair- 
man Jim  Leach  (R-Iowa)  may  have 
difficulty  speeding  passage  of  Glass- 
Steagall  banking  reform.  Word  was 
that  Leach  had  struck  a  deal  with 
Commerce  Committee  Chairman 
Thomas  J.  Bliley  Jr.  (R-Va.)  to  keep 
the  bill  clean  of  controversial  provi- 
sions about  bank  sales  of  insurance. 
But  sources  say  Bliley  now  wants  the 
bill  to  address  banks'  insurance  pow- 
ers, a  move  that  could  bog  the  meas- 
ure down  in  bitter  debate. 


BUDGET  SPAT 

►  The  White  House  science  office  is  in 
the  thick  of  an  Administration  fight 
over  whether  every  federal  agency 
must  cut  its  budget  by  the  same  per- 
centage. The  science  advisers  say  that 
large  departments  with  huge  adminis- 
trative overhead  can  trim  bureaucra- 
cies more  easily  than  the  thinly 
staffed  National  Science  Foundation, 
which  spends  over  90%  of  its  $2  bil- 
lion budget  on  grants.  But  most  de- 
partments don't  want  any  one  agency 
to  get  special  treatment. 
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CHINA 


THE  GLOVES  ARE 
COMING  OFF  IN  CHINA 

President  Jiang's  crackdown  on  corruption  could  unleash  an  all-out  power  struggle 


With  Deng  Xiaoping  near  death, 
Chinese  President  Jiang  Ze- 
min is  looking  for  every  op- 
portunity to  boost  his  stature. 
What  better  way  than  under  the  guise 
of  a  popular  cause  like  cracking  down 
on  conTiption?  On  Api-.  27,  Jiang  ousted 
a  top  rival,  Beijing  party  boss  Chen 
Xitong,  who  is  being  held  re- 
sponsible for  suspect  deals 
made  by  city  officials.  That 
came  just  weeks  after  the  sui- 
cides of  two  officials,  including 
a  Beijing  vice-mayor,  who 
were  targeted  in  fraud 
probes.  Before  that,  the  top 
executive  at  a  Beijing  steel 
plant  was  an-ested.  Now,  CW- 
nese  sources  say,  at  least  100 
other  city  officials  have  been 
detained  or  airested.  "We  are 
going  to  see  more,"  says 
Huan  Guocang,  vice-president 
and  senior  economist  at  J.  P. 
Morgan  in  Hong  Kong.  "It 
won't  stop  here." 

Even  while  the  90-year-old 
Deng  lingers  on,  the  power 
struggle  to  succeed  him  is 
breaking  out  in  earnest.  In- 
deed, not  since  the  student 
protests  in  1989  has  Chinese 
politics  been  racked  by  such 
tumult.  Jiang,  68,  hopes  that 
cleaning  out  some  con-upt  offi- 
cials will  win  support  among 
ordinary  citizens.  Beijing  lo- 
cals are  especially  fed  up  with 
officials  using  their  positions 
to  eniich  themselves  and  their 
families.  Through  these  purg- 
es, Jiang  is  signaling  oppo- 
nents in  the  cities  and  pi'ov- 
inces  that  none  of  them  is 
safe.  "Almost  eveiyone  has  a 
skeleton,"  says  one  diplomat 
in  Hong  Kong. 

It's  a  dangerous  strategy. 
If  Jiang  pulls  down  many  big- 
wigs, he  could  trigger  a  back- 
lash among  some  powerful 
players.  "If  he  pushes  too 


hard,  he'll  make  many  enemies,"  says 
Tai  Ming  Cheung,  a  China  analyst  at 
Kim  Eng  Securities  (Hong  Kong)  Ltd. 
Many  Beijing  leaders  are  also  upset 
about  Jiang's  attempts  to  promote  his 
"Shanghai  clique"  to  positions  of  power 
within  the  capital.  Jiang  once  sei-ved  as 
Shanghai  mayor  and  built  a  strong  pow- 


Jiang's  Agenda 

By  launching  a  high-level  crackdown  against  corruption  in  Beijing, 
China  s  President  is  hoping  to  consolidate  his  power  base  as 
paramount  leader  Deng  Xiaoping  nears  death.  His  goals: 


WIN  POPULAR 
SUPPORT 

ELIMINATE 
OPPONENTS 

REASSESS 
TIANANMEN 


STALL 
REFORMS 


REIN  IN  THE 
PROVINCES 


Since  Beijing  residents  are  upset  about  corruption 
among  top  city  officials,  Jiang  gains  some  legiti- 
macy through  his  purges. 

By  ousting  Beijing  party  boss  Chen  Xitong,  Jiang 
can  clean  house  in  the  nation's  capital. 

Since  Chen  was  a  key  backer  of  using  violence 
against  the  students  in  1989,  Jiang  may  use  him 
as  the  scapegoat  for  the  bloodbath. 

More  concerned  with  preserving  stability,  Jiang  has 
little  interest  in  pursuing  needed  but  controversial 
overhaul  of  the  state  sector  and  banking  industry. 

His  anticorruption  drives  send  a  signal  to  the 
more  freewheeling  provinces  that  they  could  be  the 
next  target  if  they  don't  toe  Jiang's  line. 

DATA:  BUSINESS  WEEK 
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er  base  there.  Moreover,  the  con-up 
issue  cuts  both  ways.  With  so  m 
government  officials  engaged  in  b 
ness  activities,  the  trail  could  easily 
to  embaiTassing  targets  in  Jiang's  ca 
"If  you  use  conniption  to  get  at 
pie,  it's  a  real  can  of  worms,"  saj 
Western  diplomat  in  Hong  Kong. 

As  this  power  struggle 
sumes  China's  leaders, 
nomic  reforms  are  floun( 
ing.  Jiang  is  more  interes 
in  maintaining  social  stab 
than  forging  ahead  with 
initiatives.  In  recent  wei 
he  and  his  aides  have  soi 
to  reassure  the  country's 
million  industrial  workers 
they  will  remain  the 
ters"  of  the  nation.  The 
phasis  now  is  more  on 
tecting  domestic  indust: 
than  on  attracting  the 
sive  foreign  investment  n< 
ed  to  modernize  the  count 
infi-astructure.  Sorely  nee 
reforms  of  the  banking 
state  sector  are  stalled.  "D 
ing  with  things  like  infla 
and  state-owned  enterpr 
isn't  easy  at  the  best  of  tii 
and  this  isn't  the  best 
times,"  says  a  Beijing  k 
scholar.  "We  can  expect 
nomic  refonn  to  further  sl( 
LIGHTWEIGHT.  It's  not  surf 
ing  that  Jiang  targeted  C 
Xitong.  Chen  is  an  old  po 
cal  opponent  of  Jiang,  I 
considered  a  lightweight 
no  future  in  the  post-D 
era.  As  a  result,  Chen's 
cials  often  ignored  cen 
government  directives,  es 
cially  those  regarding 
booming  real  estate  busin 
That's  where  Jiang  standi 
find  the  most  ammunit: 
With  scores  of  big  proj( 
under  constmction  in  Beij 
analysts  expect  local  offic 
to  stand  accused  of  large-s 
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Jiang  is  sure  to 
find  plenty  of 
ammunition  in 
Beijing,  where 
scores  of  big 
development 
projects  are 
under  way.  Says 
one  Western 
consultant: 
"Almost 
everyone  is 
involved  in 
bribery" 


MAC  ATTACK:  LOCAL 
OFFICIALS  TRIED  TO 
OUST  MCDONALD'S 


Tuptiun.  "Almost  everyone  is  involved 
bribery,  and  probably  everyone  is  in- 
table,"  says  a  Beijing-based  Western 
isultant  in  the  constiiaction  industiy. 
The  battle  between  the  centi-al  gov- 
iment  and  city  officials  may  help  ex- 
lin  the  travails  last  year  of  McDon- 
I's  Corp.  The  fast-food  chain  made 
idlines  after  city  officials  demanded  it 
:ate  its  centi-al  Beijing  site — foi-  which 
iDonald's  held  a  20-year  lease — to 
ike  room  for  a  $1.2  bilUon  commercial 
nplex.  But  city  authorities  had  signed 
'  on  the  deal  without  getting  approval 
m  the  centi'al  government.  After  the 
(Donald's  case  drew  international  con- 
mnation,  the  central  government 
ervened.  Now,  it  is  considering  a  new, 
iled-down  design.  Meanwhile,  Mc- 
mald's  is  still  operating  at  the  site. 
In  the  months  since  the  McDonald's 
fiSe  surfaced,  the  central  government 
■  3  stepped  up  its  crackdown.  In  Febru- 
ly,  a  top  official  from  the  Hong  Kong 
bsidiary  of  Shougang,  the  capital's 
emier  iron  and  steel  company,  was 
tained  for  alleged  "economic  crimes" 
t  has  yet  to  be  fonnally  charged.  At 


the  same  time,  city  officials  were  inter- 
rogated about  a  Beijing-backed  invest- 
ment scheme  that  raised  $350  million, 
apparently  without  central  government 
approval.  Many  suspect  that's  why  Bei- 
jing Vice-Mayor  Wang  Baosen  shot  him- 
self on  Apr.  4,  making  him  the  most 
senior  communist  official  to  commit  sui- 
cide since  the  Cultural  Revolution, 
which  ended  in  1976. 

The  pressure  is  mounting  outside 
Beijing,  too.  Officials  in  the  provinces 
are  getting  the  message  not  to  take  on 
the  central  authorities.  In  April,  a  for- 
mer top  official  from  Guizhou  Province 
killed  himself,  just  months  aftei'  his  wife, 
once  the  head  of  the  province's  invest- 
ment company,  was  executed  for  mas- 
sive bribe-taking  and  fi'aud.  Beijing  de- 
nies the  official  committed  suicide. 
SINGLED  OUT.  The  anticomaption  cam- 
paign could  spell  trouble  for  some  of 
China's  "princelings,"  sons  and  daugh- 
ters of  high  officials.  Chen's  son,  Chen 
Xiaotong,  is  deputy  general  manager  of 
Beijing-'s  New  Centmy  Hotel.  According 
to  Hong  Kong  reports,  he  has  been  de- 
tained since  last  month,  allegedly  for 


economic  crimes.  The 
well-connected  younger 
Chen  is  said  to  be  in- 
volved in  property  deals 
in  Beijing.  Zhou  Bei- 
fang,  the  detained  Shou- 
gang official,  is  also  a 
princeling. 

The  fact  that  Jiang 
singled  out  the  elder 
Chen  may  go  beyond 
political  rivalry.  Some 
believe  the  President 
will  use  Chen's  an-est  to 
reassess  the  Tiananmen 
Square  massacre  of 
June,  1989.  Chen,  a 
strong  proponent  of  the 
crackdown,  may  take 
the  rap  for  being  the  of- 
ficial who  passed  on  in- 
accurate information 
about  the  demonstra- 
tions to  the  central  lead- 
ership. By  making  Chen 
the  scapegoat,  Jiang 
could  help  distance  him- 
self from  the  incident — 
and  gain  popular  sup- 
port. That  might  isolate 
Premier  Li  Peng,  a 
Chen  ally  even  more 
closely  associated  with 
the  1989  crackdown. 

It  remains  unclear 
whether  Jiang  has 
strong  enough  standing 
within  the  party  to 
launch  a  pui'ge  aimed  at 
weeding  out  high-level 
conoiption — and  his  po- 
litical foes.  Jiang  may  be  acting  out  of 
weakness,  stirring  up  a  maelstrom  that 
he  won't  be  able  to  control.  Even  so, 
many  observers  who  had  written  off  Ji- 
ang are  impressed.  "I  think  all  of  us 
naysayers  who  have  been  pooh-poohing 
Jiang  Zemin  as  a  kind  of  weak  transi- 
tional figure  may  find  reason  to  reas- 
sess," says  a  Western  expert  in  Hong 
Kong.  "He's  making  a  calculated  risk, 
betting  that  he  has  got  the  support  to 
do  it  at  this  time." 

Jiang's  power  play  is  heightening  anx- 
iety about  China  in  the  outside  world. 
For  instance,  Southeast  Asian  nations 
are  increasingly  concerned  about  China's 
expansionist  pohcies  in  the  South  China 
Sea.  More  unpredictable  behavior  is  like- 
ly to  continue.  Despite  China's  impressive 
economic  changes,  'the  political  system  is 
the  same  as  it  was  25  years  ago,"  says 
Carl  Goldstein,  vice-president  of  Wash- 
ington-based consultants  International 
Strategic  Advisors.  That's  why  for  now, 
all  eyes  are  on  Jiang  Zemin  and  his  anti- 
con-uption  bandwagon. 

By  Joyce  Barnathayi  in  Hong  Kong, 
with  bureau  reports 


BUSINESS  WEEK  /  MAY  15,  1995  61 


International  Business 


MEXICO 


IS  THIS  TOUGH  LOVE 

-OR  A  SAVAGE  CRACKDOWN? 

Well,  both.  Zedillo's  recovery  plan  is  taking  hold  and  hammering  ordinary  Mexicans 


Fearing  violence,  Mexico's  goveni- 
ment-backed  labor  unions  canceled 
their  traditional  May  Day  parade. 
But  that  didn't  stop  70,000  inde- 
pendent union  workers  from  thronging 
the  Zocalo,  the  main  plaza  in  Mexico 
City,  to  protest  massive  job  losses 
caused  by  Mexico's  financial  collapse. 
There,  they  spi-ay-painted  the  colonial- 
era  National  Palace  with  slogans  such  as 
"The  fatherland  is  for  sale." 

Such  fer-ment  isn't  scaring  off  foreign 
investors.  In  fact,  Me.xico  City  is  a  pre- 
fen-ed  destination  these  days  for  execu- 
tives of  such  phone  giants  as  at&t,  mci, 
and  GTE,  which  ai'e  racing  to  enter  Mex- 
ico's newly  opened  market.  Energy  com- 
panies are  also  eyeing  Mexico,  intrigaied 
by  proposed  rxile  changes  in  the  long- 
closed  petroleum  industi-y.  "Mexico  still 
has  explosive  gi'owth  ahead  of  it,"  says 
Dan  Crawford,  chief  operating  officer 
of  Avantel,  a  joint  venture  of  mci  and 
Banamex,  Mexico's  largest  bank. 

Sharply  divergent  attitudes  toward 
Mexico  are  ty]3ical  these  days,  as  Pres- 
ident Ernesto  Zedillo  Ponce  de  Leon's 
economic-recovery  program  nears  the 


BUSY  TRADERS 

The  bolsa  has 
bounced  back  to 
the  point  that 
some  Wall  Street 
analysts  think  it 
may  now  be 
overpriced 


end  of  its  second  month. 
Ordinary  workers  and 
the  proprietors  of  small 
and  midsize  enterprises 
proclaim  it  an  unmitigated 
disaster.  But  Mexican  ex- 
porters, senior  Mexican 
and  American  officials, 
and  financiers  contend 
that  the  country  is  mak- 
ing solid  progress. 

Both  are  right.  Zedil- 
lo's harsh  measures  are 
doing  their  job.  He  has  restored  confi- 
dence in  the  financial  mai-kets.  The  peso 
has  stabilized  (chart).  The  bolsa  has  re- 
covered some  of  its  losses.  And  Mexico 
has  been  smoothly  meeting  its  estimat- 
ed $29  billion  in  foreign  debt  payments 
for  1995.  More  importantly,  the  devalu- 
ation of  the  peso  has  stimulated  ex- 
ports, helping  to  shift  Mexico's  trade 
account  to  a  slight  surplus  for  the  first 
quarter,  compared  with  a  $4.3  billion 
deficit  a  year  ago.  "We  have  always  said 
it  would  be  a  long  road,  but  a  number 
of  indicators  have  turned  favorably  in 
the  last  two  months,"  says  Treasury 


Under  Secretary  Law  iif 
rence  H.  Summers,  thie 
Clinton  Administration  ni 
point  man  for  Mexico.  sai 
But  for  Main  Stree  m 
Mexico,  Zedillo's  austerit  rs, 
measures,  which  include, 
tight  credit,  steep  ta  :i 
hikes,  and  boosts  in  enei 
gy  prices,  are  killers.  The. 
government  is  predictin  i," 
a  2%  decline  in  econora  liir 
output  this  year,  and  thse 
more  pessimistic  privatiie 
forecasters  expect  a  5',  51; 
contraction.  "Mai'kets  ten  blfi 
to  anticipate,  and  obviouiW, 
ly  they  are  ahead  of  thj-n 
rest  of  the  economy,"  saj  tr. 
Finance  Secretaiy  Guillei  en 
mo  Ortiz.  "In  the  rejm 
economy,  in  terms  of  bus  on 
ness  activity  and  emploj  nii 
ment,  we  have  nc  m 
touched  bottom  yet,"  hit 

told  BUSINESS  WEEK.  iijfi 

Indeed,  businesses  an  rtfc 
workers  are  being  h  lefr 
hard.  Store  aisles  are  d(  f\ 
serted.  Construction  site  si: 
are  lifeless.  An  estimate  ? ! 
half-miUion  workers  havn. 
already  lost  their  jobs  tk  ja 
year,  and  Ortiz  wariHoi- 
that  the  biggest  wave  ( of 
layoffs  is  yet  to  comijf 
probably  in  July  and  Ai  e  ■ 
gust.  The  bright  side  ilmj 
exports,  which  were  u  pr, 
32%,  to  about  $18  billion,  in  the  firsht; 
quarter  Exports  from  the  Mexican  fat  In- 
tories  of  America's  Big  Three  carmalifi 
ers  jumped  66%.  joa 
RICH  GET  RICHER.  The  crisis  is  apt  1  if. 
lead  to  major  restructuiing  of  the  Mejita, 
ican  economy.  Struggling  small  banli ; 
will  be  snapped  up  by  larger  domest;];' 
or  foreign  institutions.  Likewise,  mane-i; 
of  the  big  export-oriented  manufacture!  p, 
will  wind  up  in  a  position  to  acquiir  ; 
smaller  competitoi-s.  That  risks  strengtl  ^  i 
ening  the  near-monopoly  positions  ([ji 
some  companies  and  skewing  wealthy 
distribution  even  further. 
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'he  picture  is  par- 
lai'ly  grim  outside 

export  sector, 
le  D.  Berebichez, 
eral  director  of 
•notek,  a  construc- 
outfit,  says  he  is 
he  verge  of  clos- 

his  company, 
:h  has  gone  ft'om 
mployees  to  just 
[e  scrapped  plans 
Duild  a  552-unit 
die-class  housing 
elopment  and  is 
ng  trouble  selling 
hed  houses.  "We 
i  no  idea  whether 
sacrifice  will  last 
months  or  six 
"s,"  moans  Bere- 
ez.  "We  don't  har- 

any  hope  of 
rging  from  this 
s.  It's  as  if  we're 
1." 

hings  are  much 
se  for  ordinary 
:icans.  Marching 
May  Day  were 
olfo  Suro  Garabi- 

54,  and  his  wife,  Teresa  Ponce,  63. 
)  and  his  four  sons  all  lost  theh"  jobs 
rivers  for  a  city  bus  company  that 
government  shut  down  for  financial 
nanagement.  "We  want  the  resig- 
an  of  Zedillo,"  says  Suro.  "He  has 
royed  Mexico." 

fMENTS  BUBBLE."  Zedillo  and  his 
s  contend  that  Mexicans  must  go 
ugh  such  pain  to  return  to  stable 
vth.  The  question  is  how  long  it  wiW 
)efore  a  recovery  takes  hold.  Many 
ysts  expect  modest  gi'owth  to  re- 
e  in  1996  or  even  earlier,  but  first 
•e  will  be  some  tough  challenges. 
■n  mid-July  to  mid-August,  Mexico 
5  a  "payments  bubble"  of  .$6.2  billion 
lort-teiTn  debt.  Although  the  second 
of  the  $20  billion  U.  S.  ^— — 
Dut  package  will  be- 
e  available  on  July  1, 
huge  payout  could  put 
pressure  on  the  peso, 
here  are  also  nagging 
bts  about  Mexico's 
ker  banks.  Bad  loans 
soaring,  reaching  10% 
he  nearly  $70  billion 
tanding.  Seven  banks 
3  already  borrowed  a 
1  of  6.5  biUion  pesos — 
e  than  $1  billion — from 
government  to  boost 
r  capital  to  minimum 
Is.  Others  are  shopping 


AN  UPTICK 
FOR  THE  PESO 


based  Scudder,  Stevens 
worries  that  problem  loans  may  keep 
banks  from  extending  credit,  hurting 
the  chances  for  a  1996  recovery. 

Wall  Street  analysts  think  that  Mex- 
ican stocks  may  now  be  oveipriced,  giv- 
en the  severity  of  the  country's  remain- 
ing problems.  Lawrence  D.  Krohn,  a 
Latin  America  analyst  at  Union  Bank  of 
Switzerland  in  New  York,  thinks  the 
cmrent  financial  rally  was  spmred  main- 
ly by  Mexico's  showing  that  it  could 
meet  its  debt  payments.  "There  could  be 
a  correction  in  all  the  markets,"  he 
warns,  as  investors  start  to  focus  on 
the  real  economy. 

But  even  if  there  are  some  zigs  and 
zags  ahead,  the  crisis  is  forcing  Mexico 


Qi  '  I  '  I  '  '  '  '  I  '  '  '  'I 

DEC.  15  MAYS 
DATA:  BLOOMBERG  FINANCIAL  MARKHS 


HANGING  ON 

With  credit  tight, 
prices  soaring,  and 
hundreds  of 
thousands  of  jobs 
ah'eadygone,  the 
peso's  recent 
rebound  won't  mean 
much  to  Mexicans 
struggling  to  survive 


Clark  Inc. 


MEXICO  IS  MAKING 
PROGRESS... 

•The  trade  account  has 
turned  positive,  easing  the 
foreign  payments  crunch. 

•$16  billion  of  $29  billion  in 
tesobonos  has  been  retired. 

•The  peso  has  stabilized  at 
about  six  to  the  dollar.  Inter- 
est rates  have  fallen. 

•The  bolsa  has  risen  about 


...BUT  MANY 
CHALLENGES  REMAIN 

•The  economy,  especially  re- 
tailing and  construction,  is 
moribund. 

•Monthly  inflation-about  8% 
in  April-is  still  high. 

•The  banking  system  re- 
mains shaky,  with  problem 
loans  rising. 

•Unemployment  is  soaring, 


to  move  in  ways  that 
should  pay  off  in  the 
long  term.  With  no 
cash  to  spare,  Mexi- 
co's government  has 
pushed  through  leg- 
islation aUovring  more 
privatizations  and 
greater  foreign  and 
domestic  private  in- 
vestment. The  most 
tantalizing  initiative 
was  the  surprise  an- 
nouncement that  pri- 
vate companies,  in- 
cluding foreign  ones, 
would  be  allowed  to 
build  and  operate 
natural-gas  pipelines. 
That  had  been  the 
exclusive  right  of 
Petroleos  Mexicanos 
(Pemex),  the  state- 
loin  oil  monopoly.  Of- 
ficials hope  the  move 
vrill  attract  financing 
for  several  major 
electricity  plants  and 
petrochemical  privat- 
izations. "We  ai'e  pre- 
pared to  move  as 
soon  as  they  are,"  says  Rodney  L.  Gray 
Houston's  Enron  Corp. 

At  the  same  time  that  foreign  inves- 
tors are  finding  Mexico  more  welcom- 
ing, more  Mexican  companies  are  crack- 
ing new  markets  north  of  the  border. 
Ilusion,  a  lingerie  maker,  has  just  sent 
its  fii-st  shipment,  worth  $40,000,  to  a 
Los  Angeles  distributor  that  formerly 
favored  garments  from  Taiwan.  The 
company  is  negotiating  much  bigger 
contracts  with  several  potential  Ameri- 
can clients,  including  Kmart  Coii^.  "The 
devaluation  is  what  made  us  think 
about  exporting,"  says  Benjamin  Ro- 
mano, one  of  five  brothers  who  run  the 
company. 

But  such  upbeat  tales  are  still  the 
exception  in  an  economic 
landscape  dominated  by 
layoffs  and  shutdowns.  The 
question  is  whether  ex- 
ports and  investments  will 
prove  to  be  strong  enough 
medicine  to  keep  the  Mex- 
ican economy  from  plung- 
ing into  the  sort  of  mal- 
aise that  could  do  serious 
damage  to  the  country's 
social  fabric.  Zedillo's  en- 
tire program  hinges  on 
just  how  fast  the  cure 
takes  hold. 

By  Geri  Smith  and  Eli- 
sabeth Malkin  in  Mexico 


nd  for  buyers.  WiUiam    .^il?_<^_"^__*!L'^5_^!^J_*^_^l-   *!^5_^.^A®_"!"i??5iil"Pi'5i___.     CHy,  M  Dean  Foust  in 


Truscott,  a  portfolio 
ager  at  New  York- 


DATA:  BUSINESS  WEEK,  BANK  OF  MEXICO 


Washington  and  Stanley 
Reed  in  New  York 
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ON  SECOND  THOUGHT, 
WARBURG  LOOKS  PRETH  TASTY 

Why  SBC  may  buy  the  investment  bank  after  denying  it  was  interested  just  months  ago 


Back  in  January,  Marcel  Ospel,  head 
of  international  banking  at  Swiss 
Bank  Corp.,  was  asked  if  his  bank 
would  consider  bidding  for  S.  G.  War- 
burg Group  PLC,  whose  attempted 
merger  with  Morgan  Stanley  &  Co.  had 
just  collapsed.  Ospel's  answer  was  clear: 
"I  would  not  want  to  expose  sharehold- 
ers, and  moi'e  important,  my  staff,  to  a 
takeover  of  this  inagnitude." 

Really,  Marcel?  On  May  2,  SBC  ad- 
mitted it  is  talking  with  Warburg  about 
buying  out  the  blue-chip  Bntish  fu'm's 
secuiities  and  investment  banking  busi- 
ness for  an  estimated  $1.3  billion.  That 
would  be  SBC's  third  big  acquisition  in 
four  years,  following  the  purchase  of 
options  trader  O'Connor  Partnerships 
and  asset  manager  Brinson  Partners 
Inc.  Buying  Warburg  would  certainly 
weigh  down  skc  profits  in  the  short 
term.  And  absorbing  another  culture 
would  be  one  more  headache  for  the 
Swiss,  who  are  only  now  learning  how 
to  Hve  with  the  brash  Chicago  traders 
from  O'Coimor 

DASHED  HOPES.  SBC  isn't  talking,  but 
it's  clear  three  crucial  factors  account 
for  the  change  of  heart.  First,  in  one 
swoop,  SBC  could  claim  the  title  of  Eu- 
rope's preeminent  investment  bank  and 
the  world's  largest  undei^wiiter  of  ecjui- 
ties.  Second,  the  price  is  right — roughly 
book  value,  as  opposed  to  Deutsche 
Bank's  1987  purchase  of  Morgan  Gren- 
fell,  which  went  for  2.5  times  book. 
Third,  if  SBf:  lands  Warburg,  it  avoids 
being  outflanked  by  rivals  who  might 
want  the  British  firm  for  themselves. 
Even  now,  a  bidding  war  could  pull  in 
U.  S.  competitors  such  as  Smith  Bar- 
ney Inc.  or  Merrill  Lynch  &  Co.,  both 
said  to  be  interestefl  bystandei's. 

For  its  part,  Warburg,  whose  global 
aspirations  are  dashed  without  a  mer- 
ger, must  halt  an  internal  crisis.  Key 
executives-  have  been  leaving  in  droves: 
On  May  2,  in  the  latest  defection,  the 


SCHOLEY:  Badly  in  need  of  a  partner 

four  execs  who  led  Warburg's  Europe- 
an equities  business  decamped  to  Mor- 
gan Grenfell.  Warburg  has  had  to  cut 
back  operations  in  the  U.  S.  and  shutter 
most  of  its  Eurobond  operations.  So 
Chief  Executive  Sir  David  Scholey's 
vow  to  remain  independent  now  looks 
hollow.  "It  was  difficult  for  Warburg 
after  the  Morgan  Stanley  fiasco,"  says 
a  competing  investment  banker.  "It's 
tough  to  carry  on  like  nothing 
happened." 

SBC's  challenge  is  to  gi-ab  Warburg 
fast  enough  to  prevent  any  more  de- 
cline m  the  franchise's  value.  SBC  doesn't 
want  Warburg's  Mercury  Asset  Man- 
agement division,  which  would  dupli- 
cate its  own  in-house  business.  Instead, 
it  wants  Warburg's  investment  banking 
clients,  including  chemical  giant  ici, 
Britain's  General  Electric,  and  pharma- 
ceutical maker  GlaxoAVellcome  plc. 

Capturing  Warburg  relatively  intact 
would  give  sec  a  leading  role  in  Eui'ope- 
an  mergers  and  acquisitions  and  a 


strong  London  base  foi"  placing  equ 
and  debt  globally.  Those  are  critical  e 
ments  that  have  eluded  SBC  in  its  effoi 
to  become  a  full-sei-vice  provider  to  o 
porate  clients  worldwide.  Despite  lei 
ing  some  high-profile  corporate  finar 
deals  in  London  in  recent  years,  s 
"still  ranks  as  a  second-rate  operati 
there,"  says  a  former  sbc  exec.  Besid 
being  the  top  equities  issuer, 
SBcAVarbixrg  combine  would  be  a  for 
in  foreign  exchange  and  Eurobonc 
And  SBC's  $190  billion  in  assets  woi 
certainly  provide  the  capital  Warbu 
has  needed  for  so  long. 

It's  not  an  ideal  fit,  though.  Evi 
wdth  Warburg,  SBC  still  lacks  the  dist 
bution  network  it  needs  to  tap  the  b 
U.S.  market  for  privatizations  and  ci 
porate  debt  issues.  And  though  it 
expand  its  foothold  in  Asia,  SBC  w] 
remain  a  second-tier  player  there,  ti 
TOO  FAR.  Explaining  the  bid  back  hen 
might  not  be  so  easy,  either  sbc's  ori 
inal  strategy  was  to  build  investme: 
banking  clout  by  relying  on  O'Connoi 
options  trading  expertise.  Instead,  tra 
ing  losses  drove  sbc  profits  down  40 
last  year,  to  1989  levels.  As  a  resu 
says  Bank  Julius  Baer  &  Co.  analy 
Hans  Kaufmann,  sbc  is  "going  to  1 
very  concerned  about  earnings  dil 
tion"  caused  by  a  prospective  Warbu] 
purchase. 

But  SBC  has  pursued  its  dream  of  i 
vestment  banking  dominance  too  far 
back  down  now.  If  it  loses  the  Warbui 
deal,  it  will  have  to  watch  Continent 
rivals  like  Deutsche  Bank  and  tl 
Netherlands'  ing  consolidate  theii"  pes 
tions  in  London's  investment  bankir 
world.  Given  SBc's  penchant  for  inn 
vation  and  aggi-essive  behavior  in  r 
cent  years,  it's  likely  that  Wall  Stre< 
and  the  City  will  be  hearing  a  lot  moi 
from  the  Swiss. 

By  Bill  Javetski  in  Paris,  with  Pa't 
la  Dwyer  in  London 


"It  was  difficult  for  Warburg  after  the  Morgan  Stanley 
fiasco.  It's  tough  to  carry  on  like  nothing  happened" 
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YOU'RE      M  E  L,  P  I  M  G      TO      B  LJ  I  E  ID 
T  M  E      V>\  ST  IlSfEORMJ^EIOM 
S  UPERMIGMW^AY. 

a  E  R  E      DO      YOU  GO 
FROM      T  EL  E  R  E  ? 


ISA  A  I  IS!  STREET. 


If  it  doesn't  include  you  and  your  business,  the  expressway  to  the  future  could  be  the  road  to  nowhere. 

Tliat's  why  we  custom  design  our  networks  to  meet  the  individual  goals  of  businesses  and  the 
communities  they  serve.  From  improving  education  to  creating  jobs,  the  capabilities  are  there. 

We  understand  that,  on  the  information  superhighway,  all  roads  ultimately  lead  to  Mam  Street. 

So  whether  you're  a  growing  business  in  the  Southeast  or  a  cellular  customer-  in  Honolulu, 
we  can  put  you  in  the  forefront  of  communications. 

For  more  information  call  your  BellSouth  Representative  or  1-800-726-BELL. 
K    E    E    F-    I    N    C         YOU         A.    M    H    A.    D         OF         T    hi    F         G    A.    M    E  r 


MAA  BELLSOUTH 


Did  you  know? 


RAYTHEON  IS  A  WORLD  LEADER  IN  GENERAL  AVIATION.  With  legendai 
names  like  Beech  and  Hawken  Raytheon  provides  business  and  regional  aircraft  to  peop 
around  the  globe.  Add  this  to  our  track  record  in  military  aviation,  and  the  result  can  I 


ng  Air  B200 


Bonanza  A36 


iwker  1000 


Raytheon  offers  the  broadest  line 
of  aircraft  in  the  industry. 


med  up  in  one  word:  performance.  It's  what  enables  Raytheon  to  not  only  succeed, 

thrive  in  fiercely  competitive  global  markets.  Raytheon.  Commercial  and  defense 

tronics,  engineering  and  construction,  aircraft,  and  appliances.  Raytheon 

Expect  great  things 
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THE  EMBARGO  AGAINST  IRAN: 
AMERICA  SUMS  A  WINDOW  SHUT 


At  lifst  glance,  President  Bill  Clinton's  decision  to  slap  a  to- 
tal trade  embai'go  on  Ii-an  sounds  reasonable,  even  admir- 
able. After  all,  why  not  push  one  of  the  world's  most  un- 
palatable regimes  up  against  the  wall?  Many  suspect  an 
Iranian  hand  in  the  bloody  1994  bombing  of  a  Jewish  cultural 
center  in  Argentina.  And  there  is  mounting  evidence  that 
Tehran  has  been  secretly  working  on  a  nucleai'  weapons  pro- 
gram, which  it  aims  to  bolster  by  purchasing  Russian  nucle- 
ar technology. 

But  the  U.  S.  government's  tough  actions  may  not  be  the 
most  effective  way  of  dealing  with  Iran — they  could  even 
backfire  dangerously.  Indeed,  the  U.  S.  could        -  t 
wind  up  looking  silly  trying  to  lead  an  initia- 
tive no  one  follows. 

Clinton  argues  that  ending  the  $4  billion  a 
year  in  pm-chases  of  Iranian  oil  by  such  U.  S. 
companies  as  Exxon  Corp.  and  Mobil  Oil 
Coip.  and  stopping  $300  million  in  U.  S.  ex- 
ports will  help  convince  European  and  Asian 
allies  that  Washington  means  business.  But 
getting  key  nations  such  as  Japan,  Gennany, 
and  France  to  sign  on  is  going  to  be  next  to 
impossible.  Germany,  which  sold  Iran  almost 
$2  billion  in  goods  last  year,  is  expressing 
doubts — as  are  Canada,  France,  and  Britain. 
"We  don't  believe  that  a  trade  embargo  is  the  appropriate  in- 
strument for  influencing  Iran,"  says  Gennan  Economy  Minis- 
ter Giinther  Rexr-odt. 

SHUTOUT.  The  Europeans,  and  even  some  within  the  Clinton 
Administration,  argue  that  constnictively  engaging  the  Ira- 
nians would  have  a  better  shot  at  changing  Iranian  behavior 
than  an  uncompromising  shutout.  They  point  out  that  North 
Korea,  whose  regime  is  at  least  as  erratic  and  vicious  as 
Iran's,  has  agi-eed  to  modei'ate  its  nuclear  progTam  thanks  to 
creative  American  diplomacy.  And  Washington  has  kept  deal- 
ing with  the  Chinese  communist  regime  on  ti-ade  and  human 
rights  issues,  even  after-  the  international  outcry  over  the  Tia- 


nanmen Square  massacre.  With  Iran,  though,  the  Clint 
policy  is  all  stick  and  no  carrot.  And  that  could  well  exac( 
bate  Iranian  paranoia  and  belliger-ence. 

Moi'eover,  by  isolating  Iran  instead  of  engaging  it,  the  U 
may  be  discrediting  member-s  of  Iran's  governing  eUte  w 
have  been  arguing  behind  the  scenes  for  normalization  of  re 
tions  with  Washington.  Iran's  recent  willingness  to  choose  C 
noco,  rather  than  a  French  competitor,  to  develop  a  major 
field  probably  demonstrated  a  political  consensus  in  Iran 
start  dealing  with  Americans  for  the  fir-st  time  since  the  19 
hostage  crisis.  Such  a  deal  might  have  given  the  U.  S.  a  pote 
tially  valuable  window  into  Ir-an's  mur-ky  wor 
ings.  Tr-ade,  as  former  Assistant  Secretar-y 
State  Richaixl  W.  Miuphy  notes,  'is  one  way 
getting  a  better  feel  for-  what  a  country  is  ' 
to  and  wher*e  it  is  going.  I  don't  feel  we  have 
good  fix  on  what's  going  on  in  Iran." 

And  the  Iranian  economy  will  hardly  be 
fected  by  Clinton's  order;  which  is  expected 
end  most  American  trade  with  Iran,  includi 
that  of  foreign  subsidiaries.  Within  a  fe 
months,  accor-ding  to  oil  industry  experl 
Ii'an  will  be  able  to  find  new  buyers  of  i 
crude.  And  Iran  will  also  be  able  to  swit 
over  to  new  suppHers  of  oil  field  equipmei 
which  now  accounts  for  most  U.  S.  exports.  "The  U.  S.  isi 
unique  anymor-e,"  says  John  H.  Lichtblau,  chaiiTnan  of  t] 
New  Yor'k-based  Petroleum  Industry  Research  Foundatio 
"We  have  good  equipment,  but  so  do  other's." 

Clinton's  order  is  likely  to  head  off  even  harsher  legislatii 
pr-oposed  by  Senator  Alfonse  M.  D'Amato  (R-N.  Y.).  B 
that's  only  a  smaU  benefit.  The  likelihood  is  that  Clinton  is  g 
ing  to  ratchet  up  tension  with  Ir-an,  hobble  American  comp 
nies,  and  get  far  out  of  step  with  America's  allies  for  i 
achievable  purpose. 

By  John  Rossant  in  Ron> 
ivith  Amy  Borrus  in  WashmgU 


Buyers  aplenty 


GLOBAL  WRAPUP 


SUMMIT  IN  AMMAN 

►  A  big  Middle  East  economic  devel- 
opment summit  has  been  set  for  Am- 
man, Jordan,  next  Oct.  29-31.  It  is 
supposed  to  follow  up  on  last  year's 
extravaganza  in  Casablanca,  where 
there  was  much  talk  but  few  deals.  On 
the  agenda  will  be  a  $5  billion  to  $10 
bilhon  Middle  East  development  bank, 
which  the  Israelis,  Jordanians,  and 
Egyptians  want  and  the  U.  S.  sup- 
por'ts.  But  the  Europeans  think  the 
bank  is  unnecessary,  and  the  Gulf  Ar- 
abs don't  want  to  put  up  the  money. 


Nevertheless,  U.S.  sources  are  con- 
fident that  funding  will  be  lined  up 
from  the  U.  S.,  Europe,  Japan,  and  re- 
gional donors.  Joint  Jordanian-Isr-aeli 
projects  such  as  irrigation  and  hydro- 
electric schemes  for  the  Jordan  Rift 
Valley  may  have  the  inside  track  for 
funding  because  the  Palestinian  areas 
are  so  unstable. 

But  plans  to  build  a  pipeline  from 
Aqaba  on  the  Red  Sea  to  the  Dead  Sea 
ar'e  also  contr'oversial.  Many  say  the  $2 
billion  to  $4  billion  price  tag  is  too 
high,  and  the  project  will  be  yet  an- 
other Middle  Eastern  white  elei^hant. 


WILL  THE  FRANC  TANK? 

►  The  French  franc  is  likely  to  sag  in  \ 
the  weeks  after  the  May  7  presiden- 
tial election — especially  if  the  victor 
is  Socialist  Lionel  Jospin.  He  plans  to 
spend  France's  way  out  of  12.2%  un- 
employment. Conservative  Jacques 
Chirac  would  comfort  markets  more, 
yet  he's  less  committed  to  a  strong 
currency  than  departing  President 
Francois  Mitterrand.  Even  former 
European  Union  President  Jacques 
Delors  has  joined  other  public  figures 
calling  for  a  looser  monetary  policy. 
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IN  THE  CENTER  OF  THE  UNIVERSE, 
THERE  IS  THOUGHT  TO  BE  A  MASSIVE  ENTITY  NO  ONE  HAS  EVER  SEEN. 
SOUNDS  A  BIT  LIKE  YOUR  INSURANCE  COMPANY  DOESN'T  IT? 


At  General  Accident  Insurance,  we  do  something  most  insurance  companies  would  never  even 


think  of.  We  meet  with  you.  We  get  to  know  your  birsiness.  Our  marketing,  underwriting,  claims  and 


loss-control  teams  might  even  suggest  ways  to  make  your  company  safer,  which  could  save  you  mcjney 


in  premiums.  Unusual,  yes.  But  we  think  our  team  approach  is  just  a  better  way  to  do  business. 


To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  hidependent  Insmance 
Agent,  or  call  lls  at  1-800-606-4233.  You'll  find  we  have  over  $6  billion  in  assets.  An  A+  (Superior)  rating 


from  A.M.  Best,  a  nationally  recognized  insurance  rating  service. 


GENERAL 

ACCIDENT 

INSURANCE 


And  an  approach  to  insurance  that's  ligiit-years  ahead.  We'll  See  Yon  Through. 


The  difference  between 
running  a  network  and  having 
a  network  run  you. 


sk  people  who  manage  networks  what  they  want  in  a  PC  server 
I  everybody  says  the  same  thing:  "Something  to  make  Hie  easier." 
here  they  are  — the  new  Une  of  IBM  PC  Servers, 
long  with  the  IBM  PC  Server  300  for  small  LANs  and  the  500 
enterprise  networks,  we  introduce  the  IBM  PC  Server  .320  with 
reased  flexibility  for  expanding  networks,  and  the  720,  a  supersei-ver 
h  highly  advanced  and  easy-to-upgrade  I-  to  6-way  SMP. 
3  how  do  they  make  managing  your  network  more  manageable? 
st,  with  our  new  PC  Server  Start-Up  support'— a  part  of 
IpWare®—  you  can  call  us  for  free  for  the  first  90  days  and  we'll 
idle  any  IBM  and  non-IBM  installation  or  configuration  problems, 
ere's  Server  Guide,  our  CD-ROM  software  that  streamlines  setup 
I  automatically  fine-tunes  for  optimum  performance.  And  finally, 
[I-compliant  NetFinity,™  our  industry-leading  software  that  manages 
h  your  PC  server  and  PCs.^ 

hat's  making  life  easier.  For  complete  details,  caU  1  800  IBM -4 FAX 
ter  #3535).  Or  visit  your  IBM  Authorized  Business  Partner. 


IBM  PC  Server  300: 

Inter  486DX2/66MHz  processor  or  60MHz 
Pentium"  processor.  EISA/PCI.  8MB  parity 
memory  expandable  to  128MB,  728MB  hard 
drive.  8  open  slots.  9  txiYS. 

IBM  PC  Server  320: 

Intel  9()MHz  Penthim  processor,  multiprocessor 
enabled.  EISA/PCI,  KiMB  parity  memory 
expandable  to  256MB.  ECC  on  SIMM  optional. 
256KB  ofL2  cache.  SCSI-2  fast  and  mde. 
6  open  slots.  9  bays,  standard  CD-ROM. 

IBM  PC  Server  500: 

Intel  90Mlh  Penlnim  processor.  MCA,  32MB 
ECC  memory  expandable  to  256MB.  256KB  of 
L2  cache.  SCSI-2  fast  and  wide.  6  open  slots. 
18  bays  for  hot-swappable  drives,  R,4ID-0.  I,  5 
enabled,  standard  CD-ROM. 

IBM  PC  Server  720: 

hitel  lOllMHz  Pentium  processor.  1-  to  ()-ivay 
SMP  MCA/PCI.  (AMB  ECC  memory  expandable 
to  1GB,  512KB  of  12  cache  and  224B  of  L3 
cache,  SCSI-2  fast  and  wide,  7  MCA/PCI 
combination  slots,  18  bays  for  hot-swappable 
drives.  RAID-O.  1.  5  enabled,  standard  CD-ROM. 

All  Models: 

30-day  money-back  ^fliarantee.  3-Year 
on-site  warranty'  (same-day  sennce  on  500 
and  720,  next-day  on  300  and  320). 


There  is  a  difference" 


ot  IBM's  Statement  ot  Limited  Warranty,  PC  Server  Start-Up  support  and  30-day  money-bacl<  guarantee  are  available  by  calling  1  800  772-2227  '  NetFinity  is  a  member  ot  ttie  SystemView'-'  lamily  Server  Guide  and 
lity  available  as  options  on  PC  Server  300.  standard  on  all  others  MB=  million  bytes  IBM,  HelpWare  and  SystemView  are  registered  trademarks  and  NetFinity  and  Ttiere  is  a  dilference  are  trademarks  ol  International 
3SS  Machines  Corporation,  Intel  is  a  registered  trademark  and  Pentium  is  a  trademark  ot  Intel  Corp,  ©  1995  IBM  Corporation 
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STRATEGIES 


SO  BAXTER  DOES 
HAVE  A  PULSE 

Cost-cutting  is  reviving  the  health-care  giant 


like  Hudson  has  never  been  a  bet- 
ting man.  The  40-year-okl  general 
I  manager  of  hospital  supplier  Bax- 
ter International  Inc.  hates  financial 
risks:  As  a  young  boy,  Hudson  watched 
his  father  lose  the  family  faiTn  after-  fii-e 
destroyed  a  hai^vest  and  he  couldn't  pay 
his  debts.  But  last  year,  Hudson  bor- 
rowed $1.3  milhon  to  buy  50,000  shares 
of  Ba.xter.  "I  never  thought  I'd  take  out 
a  loan  that  big  on  anything,"  he  says. 

Of  course,  it's  tough  saying  no  to  the 
boss — and  Baxter's  controvei'sial  Chair- 
man and  CEO  Vernon  R.  Loucks  Jr.  did 
not  leave  Hudson  much  choice.  One  of 
the  health-care  industry's  most  chronic 
under'achievers,  Baxter  in  r-ecent  years 
has  suffered  a  steep 
mar'grn  slide,  a  plunging 
stock,  and  criticism  over 
Hiv-tainted  blood  prod- 
ucts and  its  cooperation 
with  the  Ar-ab  boycott 
of  Israel.  Things  got  so 
bad  that  by  mid-1993, 
investors  were  calling 
for  Loucks's  ouster-.  To 
keep  them  at  bay,  he 
ordered  a  major  restruc- 
turing at  the  Deerfield 


(111.)  company — and  to  make  sur-e  his 
top  manager-s  went  along,  the  embat- 
tled CEO  ur-ged  them  to  borr-ow  twice 
their-  annual  compensation  to  buy  stock. 
"I  was  looking  for  help,"  says  Loucks, 
who  doubled  his  own  shares,  to  700,000. 

So  far;  it  looks  as  if  he  got  it.  A  year 
after  63  managers  spent  $122.2  million 
snapping  up  4.7  milhon  shares,  Baxter-'s 
health  is  r-eturning.  After  a  loss  from 
continuing  operations  of  $268  million  in 
1993  on  sales  of  $8.9  billion,  Baxter-'s 
pr-ofits  jimrped  to  $596  miUion  on  sales  of 
$9.3  billion  in  1994.  And  Baxter's  oper-at- 
ing  cash  flow  soared  to  $954  million, 
thr-ee  times  1993's  $292  milhon  (char-ts). 
Better  still,  Baxter's  stock,  which  fell 


BAXTER  S  EARNINGS 
ARE  ON  THE  MEND... 


...AND  CASH  IS 
PILING  UP 
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'90  '91  '92 

▲  MILLIONS  OF  DOLLARS 

DATA  COMPANY  REPORTS.  BLOOMBERG  FINANCIAL  MARKETS 


OFF  THE  HOOK 

Loucks's  restructuring 
comes  none  too  soon 
for  investors.  Now,  the 
CEO's  job  appears  safe 

to  22  in  late  1993,  now  trad 
at  34.  Although  that's  still 
low  Baxter-'s  late  1991  high 
40,     investor     anger  h 
dimmed — and    Loucks's  j' 
seems  safe.  "The  board  h 
been  supportive  of  Loucks, 
ten  to  [Baxter's]  detr-imen' 
says  one  big  shareholder.  "B 
their-  patience  seems  to  be  ps 
ing  off.  He's  done  a  good  job 
It  hasn't  been  easy.  A  deca 
after  acquiring  American  He 
pital  Supply  Cor-p.,,  Baxter  st 
faces  big  challenges  selling  ahs's  lo- 
margin  pr-oducts,  such  as  medical  gow 
and  surgical  trays,  to  hospitals.  As  cos 
cutting  r-epeatedly  hit  health-care  coi 
panies,  Baxter-'s  sales  and  eaiTiings  sts 
nated.  Meanwhile,  Baxter's  lucrati 
medical  specialty  business,  wliich  mak 
kidney  dialysis  machines  and  car-diovj 
cular  products,  was  booming.  Unhap; 
shareholders  wanted  the  company  spl 
but  Loucks  r-esisted.  His  plan:  shrii 
costs  and  boost  cash  flow  in  the  matu 
supply  market,  then  use  the  cash 
fund  specialty-unit  gi'owth. 
OLD  WOUNDS.  Since  1993,  Loucks  h 
par-ed  Baxter-'s  wor-kfor-ce  5%,  to  53,5( 
and  slashed  management.  Most  imp( 
tant,  he  has  r-adically  altered  the  medi( 
sales  for-ce's  operations.  Until  last  ye; 
dozens  of  salespeople  fi-om  Baxter-'s  di^ 
sions  would  separ-ately  hawk  their  war 
to  hospitals.  Now  sales  r-eps  work 
teams.  For  example,  11-year-  veter-an  Ji  ' 
McGony,  one  of  180  account  manager  , 
oversees  relations  with  10  hospitals  , 
North  Cai-olina.  When  buyer-s  need  soir  r; 
thing,  they  deal  directly  with  him.  s? 

Still,  Baxter  hasn't  fully  healed  tl 
wounds  its  old  system  caused  with  ci  ' 
tomer-s.  Although  Joan  Ralph,  a  purchf 
ing  executive  at  Good  Samar-itan  Hos} 
tal  in  Downers  Gr-ove,  III,  finds  Eaxt  " 
easier-  to  deal  with,  sht 
not  convinced  it  h  | 
eliminated  other  pro  ; 
lems,  such  as  constant  Pa 
nmning  out  of  suppli  ; 
and  char-ging  her  liigh 
pr-ices  than  neighborii 
hospitals.  "It's  a  tru 
issue,"  Ralph  says, 
still  have  memor-ies 
the  past,  and  they  doi 
go  away  overiiight."  " 
With  cash  flow  nc  " 


IE  CZECH  REPUBLIC  I'chek  ripablik]  •  Premier  Vaclav  Klaus; 
pulation  of  10.5  million;  stable  government;  parliamentary  democracy; 
lanced  budget;  GDP  2,5%;  stable  exchange  rate  1  USD  =  27,8  CZK;  low 
'lation  10%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
)D  8,4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 
100  CZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
ivate  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
aatriation  of  profits;  tax  treaties:  U.SA,  Netherlands,  C^rus  and  others 
listory:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  10th 
ntury  establishment  of  the  Czech  state,  1355  C'harles  IV,  Roman 
nperor  and  King  of  Bohemia;  1348  Charles  University  of  Prague  founded; 
18  proclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 
ition  of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
ginning  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
derative  Republic;  1990  establishment  of  HC&C,  The  Bill  of  Rights; 
92  first  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
d  establishment  of  the  independent  Czech  Republic;  1994  signature 
Partnership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 
in  of  second  wave  of  privatization;  municipal  elections  confirmed 
ech  citizens  strong  support  for  market  economy  in  November  1994. 


HARVARD  FUNDS  |ha:ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic.  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Harvard  Funds,  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  assets 
under  management;  23  investment  funds;  largest  funds:  Harvard  Dividend 
Investment  Fund  and  Harvard  Growth  Investment  Fund;  listings:  Prague 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker.  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  Stock 
Exchanges;  largest  holdings:  utilities  25%,  financial  institutions  22%, 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.850% 
(from  May  1,  1992  to  December  16,  1994:  1.035  CZK.  i.e.  the  price  of 
a  voucher  book),  average  annual  return  three  hundred  and  fifty  percent, 
.350%;  discount  to  Net  Asset  Value  62%  as  of  16  December,  1994  on  PSE  (last 
trading  day  for  the  year:  December  16,  1994);  dividend  per  share  132  CZK 


Harvard  Funds 

The     Czech  Republic 


arning:  Advertisement  appears  f(ir  information  only.  It  does  not  constitute  an  offer  to  buy  or  sell  securities.  None  of  these  securities  have  been  approved  for  purchase 
sale  by  any  authority  outside  the  Czech  Republic,  Contact  address  and  phone:  Nam,  HrdinO  4B.  140  (HI  Praha  4  •  phone  110-42-2-6 1  llii  II  21.  fax  011-42-2-6  106  44  44. 


The  Corporation 


king,  sales  rep  McGon-y  is  pushing  cus- 
tomers such  as  Duke  University  Med- 
ical Center  to  pay  faster.  By  cutting  bu- 
reaucracy ft-om  the  invoice  process  and 
offeiing  better  prices  if  Duke  pays  soon- 
er, McGoiry  has  cut  the  centei*'s  "days 
receivable" — the  outstanding  goods  that 
haven't  yet  been  paid  for — by  30  days,  to 
8.  Controls  on  inventory  ai'e  also  being 
tightened.  By  scrapping  redundant  prod- 
ucts and  installing  infonnation-manage- 
ment  systems  to  better  coordinate  ship- 
ments to  its  big  hospital  clients,  Baxter 
has  reduced  inventories  12%,  to  88  days. 
By  1998,  Loucks  is  aiming  foi'  50  days. 

If  he  can  achieve  such  gains,  analysts 
expect  Baxter  to  generate  operating  cash 
flow  of  roughly  $1  billion  a  year  Loucks 


will  spend  much  of  that  expanding  Bax- 
ter's high-margin  global  medical  specialty 
business.  It's  easy  to  see  why.  While 
Baxter's  U.  S.  hospital-products  business, 
with  1994  sales  of  $5.7  billion,  is  gi'owing 
at  a  3%  rate,  its  medical  specialty  sales, 
which  hit  $3.6  billion  last  yeai-,  ai-e  grow- 
ing around  8%  annually  and  even  faster 
in  Latin  America,  the  Far  East,  and 
Eastern  Eui'ope.  The  siu'ging  unit — spe- 
cialty products  gTew  17%  in  1995's  fh-st 
cjuaiter — now  accounts  for  38%  of  Bax- 
ter's sales  and  61%  of  eaiTiings.  "That's 
I'eally  oiu'  oyster,"  says  Loucks. 

Still,  Loucks's  strategy  is  not  without 
risk.  Kenneth  Abramowitz,  health-care 
analyst  with  Sanford  C.  Bernstein  & 
Co.,  wams  that  Baxter  is  playing  catch- 


up overseas.  And  Baxter's  new-produci 
pipeline  is  thin.  A  home-dialysis  mal 
chine  introduced  late  last  yeai*  should  hii 
sales  of  $100  million  in  1995,  but  a  del 
vice  that  pumps  blood  through  thf 
heart,  though  approved  in  Europe,  isn'j 
expected  to  be  0.  K.'d  in  the  U.  S.  unti 
1998.  And  Baxter's  new  blood  substij 
tute  for  use  in  emergency  rooms — po| 
tentially  a  $3  billion  market — faces  sf 
competition.  "In  the  next  three  to  fiv 
yeai-s,  they're  going  to  need  some  sig 
leant  additions  to  their  product  line, 
says  cs  First  Boston  analyst  Ameli 
McDonald.  Loucks  may  have  won  hi" 
self  some  breathing  room,  but  Baxter" 
recovei-y  is  far  from  assured. 

By  Ron  Stodghill  II  in  Deerfield,  II 
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THE  UNDERSEA 
WORLD  OF  SHELL  OIL 

It's  discovering  vast  reserves  in  the  Gulf  of  Mexico 


Just  a  few  years  ago. 
Shell  on  Co."  looked  like 
it  was  running  on 
fumes.  A  stiing  of  dry  U.  S. 
wells  and  curbs  on  overeeas 
exploration  were  draining 
its  oil  resei^ves.  After  miss- 
ing out  on  Prudhoe  Bay 
and  coming  a  cropper  in 
offshore  Alaska,  Shell  saw 
its  oil  production  begin  to 
slide  rapidly:  From  531,000 
barrels  a  day  in  1988,  it 
pumped  out  just  398,000  a 
day  last  yeai:  As  executives 
began  to  fear  for  its  futui'e, 
even  Shell's  choice  for  a 
last  stand,  the  Gulf  of  Mex- 
ico, seemed  ill-fated.  From 
its  heyday  in  the  early 
1970s,  production  had  de- 
clined so  sharply  by  199^! 
that  oOmen  derided  the  gulf 
as  the  "Dead  Sea." 

The  gulf's  treacherous 
depths  had  already  knocked  one  compa- 
ny. Placid  Oil,  temporarily  into  Chap- 
ter 11  banknjjjtcy,  and  oil  giants  such  as 
Texaco  and  Mobil  had  fled  the  gulf 
throughout  the  1980s  for  more  promis- 
ing fields  overseas.  But  restricted  to 
the  U.S.  by  its  parent.  Royal 
Dutch/Shell  Group,  and  unable  to  drill 


BLACK  GOLD:  Gulf  drilli  ng  could  be  a  $1  billion-a-year  bonanza 


off  CalifoiTiia  or  the  East  Coast  because 
of  state  restrictions.  Shell  had  no  choice 
but  to  hunt  for  oil  thousands  of  feet  be- 
low the  gulfs  surface.  "From  an  explo- 
ration standpoint,  we  certainly  would 
have  faded  away  without  it,"  says  Rob- 
ert L.  Howard,  Shell's  recently  retired 
vice-president  for  domestic  operations. 


Today,  no  one  wonies  about  SheU  fa 
ing  away — or  the  gulfs  role  in  U.S.  o 
production.  Thariks  to  a  string  of  disco' 
eries  of  huge  resei-ves  in  the  gulfs  dee 
waters  and  technological  advances  th 
have  made  it  easier  and  cheaper  to  g 
that  oil  out.  Shell's  once  bleak  fortune 
have  been  revived.  Since  it  bega 
deepwater  production  last  year,  th 
Houston-based  company  has  startled  it 
oil-patch  rivals  with  astonishing  report 
about  the  oil  it  has  found  in  the  gu^ 
depths:  In  its  three  most  advanced  pro, 
ects  alone — two  moi'e  are  set  to  com 
onstream  by  1997 — SheU  e 
pects  to  gain  an  estimate 
150,000  bbl.  a  day  of  pr 
duction.  That's  worth  $1  b"' 
lion  annually  at  cutrent  pri 
es  of  $20.50  a  bbl.  When  i 
comes  to  deepwater  diiUinj 
says  Amoco  Corp.  ceo 
Laurance  Fullei",  "Shell  i 
out  in  front  of  the  industry. 
HOT  SPOTS.  Indeed,  Shell 
success  has  sparked  a  fe 
verish  black-gold  rush 
the  gulf:  New  players  ar 
rushing  to  get  in,  wliile  ol 
ones  scramble  to  returr 
With  the  federal  govern 
ment's  annual  auction  c 
gulf  leases — set  for  Ma; 
10 — drawing  more  interes 
than  it  has  in  years,  bid 
ding  is  expected  to  be  furi 
ous.  Requests  for  sales  kit 
for  the  10-year  leases 
which  are  gi-anted  for  terri 
tory  up  to  200  miles  from  the  U.  S 
shore — are  i-unning  nearly  20%  highe 
than  a  year-  ago.  Says  analyst  Robert 
Esser  of  Cambridge  Energy  Researe 
Associates  Inc.:  "This  is  going  to  be  on 
of  the  most  sigTiificant  exploration  ho 
spots  in  the  world  for  the  next  decade, 
Forced  to  tough  out  conditions  tha 
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VETE  GOT  98  BILLION  BRANCHES 
.ND  YOU'VE  NEVER  HEARD  OF  US? 


As  one  of  the  largest  producers  of  timber  in  the  United 
es,  Cavenham  Forest  Industries  is  well  known  in  the  world 
)rest  products. 

Less  well  known  is  the  company  that  owns  it:  Hanson. 
Frankly,  as  a  diversified  mdustrial  management  company, 
e  used  to  the  fact  that  many  of  our  businesses  are  better 
than  we  are.  Several  of  them,  m  fact,  are  quite  familiar, 
Jacuzzi®  Whirlpool  Baths,  Tommy  Armour*  golf  equip- 
it,  Farberware'  and  Peabody  Coal. 

But  we  prefer  to  impress  our  investors  with  somethmg  far 
e  important  than  a  list  of  household  names-shareholder 
,e.  Something  we've  sought  to  deliver  for  30  years. 

Since  being  listed  on  the  New  York  Stock  E.xchange  in 


1986,  sales  have  soared  to  $17  billion,  while  total  market  capi- 
talization is  over  $19  billion.  At  the  end  of  1994,  our  gross  divi- 
dend yield  was  6.2%,  double  the  average  of  the  S&P  500. 

Obviously,  there's  a  reason  for  our  success:  A  management 
philosophy  steeped  in  common  sense.  Namely,  to  own  business- 
es that  provide  basic  goods  and  essential  services  like  timber, 
coal  and  building  materials.  And  then  to  keep  a  firm  eye  on  the 
bottom  line. 

In  short,  we  are  a  company  run  first  and  foremost  for  the 
benefit  of  our  shareholders. 

It's  a  view,  we  believe,  that's  as  breathtaking  as  any  you'll 
see  in  one  of  our  forests. 

For  a  copy  of  Hanson's  Annual  Report,  call  1-800-8-H  ANSON. 


HANSON 
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e  POWER  of  an  available  V6  engine  and  starting  at  luyota  Moto,  .\iaiiufa,i,nu,v 

nd  $16,8  30  J  Camry  CONTINUES  to  make  a  NAME  for  itself. 

le   1995  Toyota  Camry.  Newly  RESTYLED.  Yet  with  a  HERITAGE  of 
QUALITY  craftsmanship  that  only  the   best   REPUTATIONS  are   MADE  OE. 


ill    1-  800-GO-TOYOTA  for  a   BROCHURE  and  location 
of  your  nearest  DEALER. 
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®  TOYOTA  CAMRY 
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The  Corporation 


sent  others  packing,  Shell  now  sits 
atop  the  most  prized  temtories  in 
the  region.  As  other  majors  fled, 
Shell  and  a  handful  of  independents 
hunkered  down.  By  1989,  Shell  hit 
pay  dirt.  With  its  discoveiy  of  the 
giant,  700-million-bbl.  Mars  field, 
Shell  realized  the  region's  potential 
was  far  greater  than  anyone  knew. 
Over  the  next  two  years,  it  quietly 
assembled  a  huge  collection  of 
deepwater  leases — 571  in  all.  Today, 
Shell  holds  30%  of  the  existing  leas- 
es in  the  gulf.  Thanks  to  improved 
exploration  techniques  it  has  since 
pioneered,  those  leases  may  hold 
more  oil  than  even  Shell  had  antici- 
pated. Although  the  Interior  Dept. 
estimates  that  the  gulf's  deepest  wa- 
ters hold  ai'ound  4  billion  bbl.  of  oil  and 
equivalents,  industiy  sources  say  those 
numbers,  based  on  incomplete  compa- 
ny reports,  may  be  out  of  date.  Shell 
CEO  Phihp  J.  CaiToll  beUeves  the  fig- 
ure is  more  hke  8  biUion  to  15  bilhon — 
gi'eater  than  Alaska's  Prudhoe  Bay. 

Yet  for  all  the  potential  apparent 
today.  Shell  almost  couldn't  make  it  in 
the  gulf.  In  the  mid-1980s,  plummeting 
oil  prices  forced  Shell's  engineers  to  re- 
think how  they  worked  there.  Oilmen 
then  believed  deep  wells  would  collapse 


SEARCHING  IN  DEEP  WATERS 
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As  Shell  hits  paydirt,  deep-water 
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A  NUMBER  OF  NEW  PROJECTS 
♦EXPLORATION  IN  MORE  THAN  1,500  FEET  OF  WATER 

DATA:  OFFSHORE  DATA  SERVICES  INC 


up  to  two-thirds  oil.  That's  important 
because  financing  for  oil  development 
is  easier  and  cheaper  to  obtain.  And 
the  rich  flows  Shell  has  attained  dra- 
matically improve  the  profitability  of 
deepwater  production.  Shell's  first 
deepwater  platfoiTn  cost  $1.2  billion  and 
included  32  well  slots  at  an  estimated 
cost  of  $10  million  to  $20  million  each. 
Its  latest,  now  in  constnaction,  will  con- 
tain just  24  slots  but  will  deliver  twice 
as  much  oil. 

Shell's  perseverance  is  paying  off.  Al- 
though U.  S.  offshore  wells  on  average 


WELLSPRING 


Shell's  success  has  rivals  such  as 
Amoco,  Texaco,  and  Mobil  scrambling  to  plumb 
idle  fields,  and  the  region  is  attracting  a  slew  of 
oil-services  companies  that  help  lower  costs 


if  too  much  oil  was  pumped  out  at  once. 
But  the  high  costs  of  working  in  deep 
water,  combined  with  meager  oil  prices, 
made  low  volumes  uneconomic.  "It  be- 
came appai'ent  we  needed  high-flow-rate 
wells,"  says  Rich  Pattarozzi,  Shell's  ex- 
ploration and  production  manager. 
TROUBLED  WATERS.  Shell  began  experi- 
menting with  a  platfonn  in  1,600  feet  of 
water.  By  slowly  upping  the  quantities 
it  pumped  and  by  modulating  the 
valves,  pipes,  and  other  equipment  it 
used.  Shell  gradually  learned  how  to 
boost  oil  flow.  It  also  developed  "mod- 
ular" components  that  could  be  re- 
trieved and  reused,  bringing  down  pi-o- 
duction  costs.  Its  latest  twist:  using 
robot  vehicles  to  link  deepwater  wells 
to  a  shared  electrical  and  communica- 
tions pod. 

Unlike  the  shallower  waters  of  the 
gulf — where  natural  gas  predominates — 
the  deepwater  discoveries  have  been 


produce  just  1,000  bbl.  a  day.  Shell  is 
producing  as  much  as  14,000  bbl.  a  day 
in  wells  at  2,800  feet.  The  additional 
production  could  contribute  as  much  as 
$1.75  billion  annually  to  operating  cash 
flow  by  1998.  Nor  is  Shell  alone.  On 
Apr.  3,  Enserch  CorjD.  revealed  its  first 
deepwater  well  could  stall  production  at 
6,000  bbl.  a  day — far  in  excess  of  the 
2,500  expected.  "It  has  gotten  progi'es- 
sively  better  and  better,"  says  David 
Biegler,  ceo  of  Dallas-based  Enserch. 

Of  course,  trouble  is  no  stranger  to 
these  waters.  In  the  mid-1980s.  Placid 
Oil  stumbled  and  its  gulf  fields  were 
eventually  sold  oli"  after  a  series  of  prob- 
lems developing  the  necessary  infra- 
structure thwaited  its  efforts  to  develop 
similar  deepwater  finds.  Conoco  and 
Exxon  Corp.  spent  billions  on  gulf  fields 
that  proved  to  have  little  oil.  But  for 
Shell — which  will  have  spent  over  $2 
billion  on  deepwater  exploration  and 


production  by  1997 — the  activity  ha 
already  reversed  six  years  of  pro 
duction  dechnes.  In  its  Decembe 
quaiter.  Shell  saw  oil  production  ris^ 
3%,  while  its  March  quarter  brough 
a  5%  jump  over  year-earUer  results 
With  strong  chemical  earnings,  tha 
helped  send  Shell's  quarterly  oper-at 
ing  profits  up  38%,  to  $303  miUior 
What's  more,  the  reversal  has  com< 
with  only  one  of  Shell's  three  bi| 
gTilf  projects  in  production. 
SMALL  STAKES.  Shell's  gusher 
good  news  has  spawned  a  host  o 
followers.  In  recent  months,  Amocc 
Texaco,  and  Mobil  have  begun  de 
veloping  plans  for  gulf  sites  that  Ion 
sat  idle,  while  France's  Elf  Aqui 
taine  acquired  its  first-ever  gulf  stake  i 
mid-April.  Chevron  Corp.  and  Exxo: 
are  planning  to  deploy  floating  platform 
that  can  be  moved  from  site  to  site 
making  diilUng  smaller  fields  profitabk| 
"With  advances  in  technology,  suddenl,i| 
a  lot  of  these  finds  ai'e  more  economic,^ 
says  Standard  &  Poor's  analyst  Keitl| 
Petersen.  Indeed,  Oppenheimer  &  Ccl 
estimates  that  the  costs  of  produciniiii 
deepwater  oil  have  fallen  from  $17  J5 
bbl.  in  1992  to  as  Httle  as  $10  today) 
assiunng  that  exploration  will  continuil 
even  if  oil  prices  tumble  again.  ; 

The  improved  prospects  have  also  at," 
tracted  a  host  of  oil-sei-vice  companieti. 
which  in  turn  are  lowering  costs.  I;"' 
Mai'ch,  Leviathan  Gas  Pipeline  Partner 
LP  disclosed  plans  to  build  a  new  "gathij, 
ering"  pipeline  to  collect  oil  and  ga ! 
some  200  miles  out  in  the  gulf;  that  wv 
save  explorers  the  roughly  $500,000 
mile  it  costs  to  snake  individual  pipe 
lines  from  fields  to  shore.  "It  make 
smaller  and  smaller  opportunities  in 
creasingly  viable,"  says  W.  Scott  Young 
the  team  leader  for  Chevron's  Greei 
Canyon  deepwater  exploration  project 
And  in  late  April,  Reading  &  Bate 
Corp.,  a  major  diilling-sei-vices  contrac 
tor,  agreed  to  take  a  20%  stake  in 
deepwater  discovery  project  as  part  of 
deal  to  diill  for  Enserch.  "Almost  ever 
major  company  has  or  is  formulating 
deepwater  strategy,"  says  Reading  i 
Bates  CEO  Paul  B.  Loyd  Jr. 

As  for  Shell,  it's  going  ever  deepej 
Shell  subsea  production  engineer  Denni 
C.  McLaughhn  says  the  company  plan 
to  explore  gulf  waters  as  deep  as  8,00 
feet.  "Where  we  ai'e  today  is  not  neces 
sarily  deep  compared  to  where  we  wan 
to  be  in  two  to  three  years,"  he  says 
For  an  oil  company  once  in  danger  c 
nmning  di-y,  Shell  is  finding  there's  n 
place  like  the  bottom  of  the  sea  to  ge 
really  wet. 

By  Gary  McWilliams  in  Housta 
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A  Company  Wanted  Its  Truckers  To  Drive  Safely. 


Computer  analysis  told  us  a  small  truck  fleet  was  having  big  trouble  backing  up.  We  saw  too  many  dents, 


igs  and  scratches.  They  saw  too  many  expenses.  So  Liberty  Mutual  recommended  a  safety  plan— including 


Decision  Drivins^^  seminars  We  Suggested  They  Drive  Backwards. 


and  a  mirror  check  station  to  help  the  drivers  back  up.  Today,  accidents  are  down  and  the  truck  fleet  has 


a  big  dent  in  their  expenses.  To  see  solutions  for  your  loss  prevention  problems,  see  Liberty  Mutual. 


SHE' 


I-il'"iv  Mutual  Grou 


LIBERTY  ifl 

mutual: 


t's  for  you!  Sprint's  low,  flat  rates 

for  small  businesses. 


Xhanks  to  Sprint  Business, 
now  the  world  is  flat. 

Introducing  low,  flat  rates  on  your 
long  distance  services.  That  includes  all  your 
state-to-state  calls,  as  well  as  Sprint  800  service, 
fax,  cellular  long  distance  and  calling  cards. 
Vou  pay  the  same  low  rate 
whenever  you  call. 

Day  or  night.  Weekdays  or  weekends. 

On  the  road,  or  at  the  office.  Even  if 

you  spend  as  little  as  jS5()  a  month. 

Your  long  distance  costs 
are  simple  to  understand. 

Our  low,  flat  rates  end  the  confusion  of 

calculating  your  cost  per  minute.  And 

it's  easy  to  sign  up.  Just  call  now. 

We'll  help  your  business  do  more  business. 


Sprint 

Business 


1-800-827-3700 


Monthly  minimums  apply. 


©1995  Sprint  Communications  Company 


Marketing 


10 


CONSUMER  GOODS 


PITCHING  TO 
PESO-PINCHERS 

Mexico's  slump  has  forced  U.  S.  marketers  to  be  creative 

Late  last  fall,  Carlos 
Canales  was  looking 
forward  to  ringing 
in  a  strong  new 
year.  With  the  personal- 
computer  market  boom- 
ing, Apple  Computer  Inc.'s 
general  director  in  Mexico 
expected  sales  to  soar  by 
as  much  as  70%  in  1995. 
Now,  he'll  be  lucky  if  he 
can  hold  the  drop  in  dollar 
volume  to  10%.  Says  Ca- 
nales: "We're  putting  up 
a  fight." 

For  U.S.  marketers 
lured  to  Mexico  over  the 
past  few  years  by  the 
promise  of  an  emerging 
middle  class,  December's 
45%'  devaluation  of  the 
peso  was  a  bruising  reminder  of  the 
fragility  of  Latin  American  economies. 
Forecasts  of  4%.-a-year  expansion  have 
given  way  to  warnings  that  consumer 
demand  will  fall  by  over  10%  in  1995. 
With  inflation  raging  at  70%-  and  wage 
increases  limited  to  20%  by  government 
guidelines,  purchasing  power  has  shriv- 
eled. Middle-class  Mexicans  ^mmm 
who  just  a  few  months  ago 
could  manage  the  downpay- 
ment  on  a  car  now  stmggle  to 
pay  the  rent.  The  goverament 
expects  that  750,000  jobs  will 
be  lost  by  midyear. 
SWEET  NUMBERS.  Despite  the 
turmoil,  few  U.S.  businesses 
ai'e  abandoning  the  market.  Af- 
ter upping  their  investment  in 
Mexico  by  50%-,  to  .$81  billion, 
since  1991,  they're  reluctant  to 
walk  away  from  the  costly  dis- 
tribution systems  and  brand 
awareness  they  have  built  up. 
And  the  Mexican  market  still 
offers  some  irresistible  num- 
bers: a  population  of  90  million 
consumers,  60%  of  whom  are 
younger  than  25.  "Long  teiTn, 
this  is  still  a  vei-y  good  place 
to  do  business,"  says  Peter 


justing  ad  strategies,  and  working 
help  local  distributors  stay  afloat.  A 
with  the  peso  stabilizing  and  pui-chasi  i"! 
power  expected  to  begin  a  recovery 
mid-'96,  some  companies  see  the  cril 
as  a  chance  to  seize  market  share.  Mi 
ket  leader  Coca-Cola  Co.,  under  fieii 
attack  from  PepsiCo,  has  gone  ahe 
with  plans  to  roll  out  Fresca, 
Nestle  is  continuing  a  planned  assai 
on  the  supermarket  ice-cream  segme: 

Those  who  tough  it  out  will  facets' 
newly  tightfisted  consumer.  No  long 
flocking  to  expensive  imports, 

cans  are  turning  to 
miliar  names,  c 
brands,  and  value 
the  money.  "Now,  i 
smart  to  show  you' 
with  the  people,"  sa 
Ian  M.  Reider,  pre; 
dent  of  pollster  G; 
lup  Mexico.  Wal-Ms 
Stores  Inc.,  for  exaF 
pie,    which  has 
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SPIRIT  LIFTER 

Free  makeovers 
are  one  way 
Maybelline 
is  "investing  to 
create  loyalty" 


Economides,  ceo  of  McCann-Erickson's 
Mexican  subsidiary,  the  country's  lai'gest 
ad  agency. 

But  for  now,  marketers  must  reposi- 
tion their  brands  for  an  economy 
gi'ipped  by  austerity.  They're  raising 
the  proportion  of  domestically  produced 
goods  as  the  price  of  imports  soars,  ad- 

Managing  In  Mexico 

Despite  the  peso  crisis,  many  U.  S.  marketers 
in  Mexico  are  digging  in  for  the  long  haul: 
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STRATEGY 

Continue  ads;  ease  credit  for  dealers;  hold 
demonstrations  and  seminars  to  create  demand 

Postpone  new  import  model;  shift  manufacturing 
of  some  models  to  Mexico;  new  image  ads 

Cut  margins  on  imported  cereals;  postpone 
launch  of  high-priced  imports 

Continue  importing  from  the  U.S.;  cut  margins; 
offer  free  in-store  makeovers 

Shifted  to  domestic  production  before  devaluation; 
will  follow  through  on  plans  to  launch  new  lines 


superstores  and  22  Sam's  Wholesjioi 
Clubs  in  Mexico,  advertises  produdp 
as  "proudly  Mexican."  Fast-food  chai]|geD 
once  positioned  as  a  luxury  for 
woi'king  class,  now  show  solidarity.  P 
za  Hut  Worldwide  pitched  "crisis  coi; 
bos"  while  McDonald's  Corp.  offers 
free  burger  with  its  McTi-io  Grande 
^^^H      Sellers  of  big-ticket  iteii 
probably  face  the  biggest  ch 
lenge.  "I  don't  think  this  is 
time  to  tell  a  Mexican  to  bujfib; 
new  car,"  says  Francisco 
Codiria,  director  of  mar 
for  Ford  Motor  Co.  in  Mexii 
"It's  a  slap  in  the  face."  Foi 
with  20%  of  the  Mexican 
and-truck  market,  has  po; 
poned  plans  to  introduce  t 
Aspire,  a  Korean-made  coi; 
pact.  For  now,  Ford  is  bva 
nishing  its  image  by  spons( 
ing  a  Mexican  cyclist.  At  bm 
newspaper  ads  emphasize 
jobs  the  company  is  creati^ 
at  its  new  assembly  plant  raili 
er  than  its  luxuiy  image. 

Maybelline  Inc.  is  also  woi 
ing  to  beautify  its  image.  In 
giving  fi*ee  cosmetic  makeov(  a 
in  the  general-merchandilj 
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When  you're 
thinking  of 
buying  or 
selling  a 
home,  you'll 
want  the 
transaction 
to  proceed 
swiftly  and 
efficiently. 
That's  why 
you  should 
look  for 
someone 
with  special 
expertise  in 
listing,  selling, 
investment 
and  taxes. 
Someone 
with  a  proven 
record  of 
experience. 
Someone  you 
can  trust. 
That  someone 
is  a  Certified 
Residential 
Specialist 
(CRS  ),  your 
best  choice  in 
real  estate. 

The  RESIDENTIAL 
SALES  COUNCIL 
of  the  REALTORS 
NATIONAL 
MARKETING 
INSTITUTE  IS  an 
affiliate  of  the 
NATIONAL 
ASSOCIATION 
OF  REALTORS" 


bdih'miifwitii^i  t  ■-'f'-f'r^'-iiiii  f 


Syndications,  by  definition,  open  a  window  to 
larger  pools  of  liquidity.  Unfortunately,  many 
capital  providers  reserve  this  service  only  for 
their  largest  customers. 

At  First  Union  Capital  Markets  Group, 
we  take  a  different  approach.  We  serve  all 
clients,  large  and  small,  regardless  of  the  size 
of  the  transaction.  By  applying  innovative,  yet 
flexible,  structures  and  approaching  client 
relationships  as  ongoing  partnerships,  we  meet 
individual  needs  with  responsive  solutions. 

Perhaps  First  Union  should  be  on  your 
short  list  if  you're  looking  for  a  capital  markets 
partner  We'd  like  the  opportunity  to  show 
you  why. 


Capital  Markets  Group 


Asset  Based  Finance  •  Asset  Securitization  •  Foreign  Exchange 
International  Trade  Finance  •  Leasing  •  Mergers  and  Acquisitions 
Mezzanine  and  Equity  Capital  •  Money  Market  Investments  •  Municipal 
Securities  Underwriting  •  Private  Finance  •  Public  Rnance  •  Real  Estate 
Risk  Management  Products  •  Structured  Finance  •  Syndications 
Tax-Advantaged  Products 

These  announcements  appear  as  a  matter  of  record  only.  ©1995  First  Union  Corporation 
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MEET  BUD  SHUSTER, 
PRINCE  OF  PORK 

This  Republican  is  out  to  spend  $33  billion — or  else 


Those  who  think  GOP  stands  for 
"gutting  oversized  programs" 
haven't  met  Representative  E.G. 
Shuster.  In  March,  the  Senate 
tried  to  slash  $140  million  for  highway 
programs  attached  to  a  $3  billion  de- 
fense bill.  But  that  was  before  Shuster, 
the  tenacious  chairman  of  the  House 
Transportation  &  Infrastructure  Com- 
mittee, weighed  in.  By  the  time  House 
and  Senate  conferees  wrapped  up  the 
bill  on  Apr.  5,  every  cent  for  highways 
had  miraculously  been  restored. 

Chalk  up  another  win  for  the  Repub- 
licans' preeminent  Prince  of  Pork.  While 
his  GOP  colleagues  are  hell-bent  on 
downsizing  government,  former  soft- 
ware executive  tumed  lawmaker  Shus- 
ter (R-Pa.)  is  detemiined  to  spend  more 
federal  money — in  his  own  district  and 
those  of  his  many  political  colleagues. 
And  the  12-term  representative,  a  die- 
hard Reagan  Republican  who  has  voted 
against  just  about  every  Big  Govern- 
ment spending  plan  for  two  decades, 
except  when  it  comes  to  his  own  do- 
main, could  care  less  if  he's  labeled  a  big 
spender.  Shuster,  who  insists  on  being 
called  "Bud"  rather  than  by  his  real 
first  name,  Elmer,  defends  the  highway 


progi-ams  as  critical  to  the  nation's  inli'a- 
stnicture.  With  bridges  and  roads  crum- 
bling, "we  need  these  projects,"  he  says. 

Now,  fresh  from  his  victory  over  the 
defense  bill  attachments,  Shuster  is 
launcliing  a  far  more  critical  transporta- 
tion battle:  In  May,  he  will  tiy  to  re- 
move from  the  federal  budget  the  $33 
billion  in  unspent  aiipoit  and  highway 
trust  funds  amassed  from  user  fees  and 
toUs.  CuiTently,  the  tnist-fund  smplus  fi- 

Sending  Home  the  Bacon 

Growth  of  U.S.  spending  for  trans- 
portation dennonstration  projects 


NUMBER  OF  COST  OF 
PROJECTS  PROJECTS 

Surface  Transportation 

10 

$362 

Assistance  Act  of  1982 

million 

Surface  Transportation 

152 

$1.4 

&  Uniform  Relocation 

billion 

Assistance  Act  of  1987 

Intermodal  Surface 

539 

""$6.'2" 

Transportation 

billion 

Efficiency  Act  of  1991 

WE  NEED  THESE  PROJECTS" 

Shuster,  chairman  of  the  House 
Transportation  Committee,  says 
highway  programs  stimulate  the 
economy.  Like  the  Bud  Shuster 
Highway  near  Altoona? 


jiit 


DATA;  U  S,  CONGRESS 


nances  government  operations,  an  a  5 1 
counting  technique  that  discourage  -  is 
Congress  from  looting  the  kitty.  But 
Shuster  succeeds,  the  trust  funds  wouttts 
be  maintained  as  a  separate  account 
freeing  the  dollars  to  be  spent. 

The  prospect  of  transforming  t]  h 
tiTJsts  into  billions  in  bacon  has  lur(ite 
170  House  members  to  co-sponsor  Shu  M 
ter's  measure — a  show  of  strength  th; 
alaiTOS  deficit  hawks.  "The  [Transpo 
tation]  Committee  would  have  treme: 
dous  power  and  autonomy,"  says  Repr  s  it 
sentative  Christopher  Shays  (R-Cora 
of  the  House  Budget  Committee. 
BIPARTISAN  SUPPORT.  That's  fine  witdci 
Shuster,  a  jovial,  back-slapping  pol.  Tl  M 
holder  of  an  MBA  and  a  PhD  in  conmit 
puter  science,  he  founded  softwar-e  ma 
er  C3  Inc.  in  1968 — four  years  befoistt 
being  elected  to  Congress  from  a  roc  bin 
ribbed  conservative  district  in  the  A; 
palachian  Mountains  near  Altoona,  P 
When  his  1980  run  for  minority  wh 
failed,  Shuster  deftly  used  his  seat  (moj 
the  transportation  panel  to  build  hatiri 
clout.  Ancl,  despite  being  a  Republics  ft : 
in  a  then-Democrat-dominated  Housp:<: 
Shuster's  ability  to  help  forge  bipaitis 
transportation  bills  won  his  distrii 
countless  porcine  projects. 

Take  U.S.  220  between  Altoona  arfos 
the  Pennsylvania  Turnpike,  a  mult 
lane  architectural  marvel  named  tm 
Bud  Shuster-  Highway.  It  was  built  at 
cost  of  $90  million,  80%  from  federjit 
funds,  he  said.  In  fact,  the  1991  tran 
portation  bill  brought  more  money 
Pennsylvania — $934  million — than  ftii]. 
any  other  state.  That  included  S 
million  for  Shuster's  district,  more  thj 
what  many  states  i-eceived.  "This  prii%, 
cess  presents  temptations  to  the  puredni 
of  saints  to  feed  at  the  public  trough  |ri 
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ises  Joe  Winkelmann,  director  of 
immental  affairs  with  Washington 
D-based  Citizens  Against  Govem- 
t  Waste. 

luster  tried  to  build  an  elevated 
,  rail  system  in  Altoona.  But  the 
fathers  bowed  out  of  the  $25  mil- 
project  when  they  realized  they 
't  have  the  expertise  to  maintain 
The  citizenry  appreciated  the 
ght,  however.  In  fact,  Shuster  is 
opular  he  rarely  faces  opposition, 
last  time  he  was  challenged  was  in 
,  when  the  Democrats  put  up  Nan- 
Culp.  She  played  Miss  Jane,  the 
:ly  assistant  to  flinty  bank  presi- 

Mr.  Drysdale  on  the  sitcom  The 
rly  Hillbillies.  Shuster  won  by  a 
ded  67%  to  33%  vote.  Today,  even 

opponents  appreciate  Shuster's 
;le.  "We're  glad  to  have  him,"  says 
nas  K.  Healy,  a  state  Democratic 
nitteeman  from  Shuster's  district, 
ore  Bud,  we  never  got  anything 

the  government." 
9  GOVERNMENT.  Key  to  Shuster's 
;  is  his  vdllingness  to  share  the 
th,  liberally  funding  demonstration 
;cts  to  help  win  votes  for  fellow  in- 
Dents  regardless  of  party  (table), 
ter  supported  the  Tasman  Corridor, 
.4-mile  commuter  rail  line  linking 
itas  and  Mountain  View,  Calif.,  in 
;ongressional  district  of  Democratic 
Morm  Y.  Mineta,  ranking  member  of 
House  Transportation  Committee. 
Federal  Transit  Administration  esti- 
:s  it  would  cost  up  to  $33  to  attract 

new  rider — five  times  as  much  as 
igency  says  is  acceptable.  Total  esti- 
d  cost:  $500  million. 
lUster  will  need  all  the  friends  he 
nuster  on  both  sides  of  the  aisle  to 
off  his  latest  money  move.  He  con- 
s  that  taking  the  trust  funds  off 
budget  and  spending  it  is  simply 

government.  Consumers  for  years 

been  paying  an  18.3(2-a-gallon  gas 
and  a  10%  airline  ticket  tax,  but 
noney  hasn't  been  spent  on  trans- 
ition improvements, 
t's  the  ethical  thing  to  do,"  Shus- 
nsists,  dismissing  critics  who  snipe 

the  Pennsylvanian  is  trying  to 
;e  his  own  fiefdom.  Those  detrac- 
he  adds,  "are  throwing  up  a 
[escreen,  trying  to  confuse  the  is- 

Shuster  is  even  willing  to  play 
ball  to  strengthen  his  bid:  If  his 

is  thwarted,  he  thi'eatens  to  push 
t  the  gas  and  airUne  taxes,  making 

drive  to  balance  the  budget  even 
■  difficult. 

hile  it  remains  to  be  seen  whether 
ambit  will  succeed,  Shuster  already 
made  one  point  clear:  The  ascent 
itigovernment  Republicans  hasn't 
d  business-as-usual  on  Capitol  Hill. 
I  Christina  Del  Valle  in  Washington 


WHERE 
YOUR  NEXT  CUSTOMER 
IS  COMING  FROM. 


Up  to  1,000  leads  for  just 
$100  —  this  customized 
lead  source  will  take 
the  guesswork  out  of 
prospecting. 

Stop  wasting  time 
on  random  cold 
calls.  Prospect  for  new 
customers  with  a  source  made  to 
your  own  specifications,  using 
up-to-the-minute  data  from  our 
information  base.  Just  give  us 
the  characteristics  of  your  ideal 


customers,  and  we'll 
give  you  your  cus- 
tomized leads.  You 
select  from: 
•U.S.  regions 
•Industries 
•Company  size 

Cain-800-665-5115,  ext.  501 
today  to  order  your  own 
Personalized  Prospect  Guide^"  from 
D&B  for  just  $100,  and  get  an 
added  bonus  —  a  free  "How  To 
Target  Your  Best  Prospects"  guide. 


Dun&Bradstreet 
Information  Services 

13  totnpany  of 
tIic  Dun  &  BradsUecl  Corpora  boo 


©199^  Dun  &  Brjdu 


Look  At  How  Global 
Blue  Chips  Stack  Up. 

G.T.  Global  believes  that  investors  who  seek  the  relative  stability 
of  blue-chip  stocks  should  look  beyond  the  U.S.  market.  In  fact, 
64%  of  the  companies  we  define  as  blue-chip  are  based  outside 
the  U.S.  While  global  investing  involves  certain  risks,  we  see 
an  opportunity  to  diversify  globally  while  potentially  reducing 
portfolio  volatility. 

The  G.T.  Global  Growth  &  Income  Fund 

This  fund  seeks  long-term  capital  growth  and  current  income 
by  investing  in  companies  that  meet  the  Fund's  standards  for 
market  capitalization  and  dividend  consistency,  as  well  as  in 
high-quality  government  bonds.  For  complete  information, 
talk  to  your  financial  adviser  or  call  G.T.  Global. 


Ask  for  tfie  G.T.  Global  Growth  ^;  Inconit-  I'und  prospectus  for  more  com- 
plete information,  including  charges,  expenses  and  the  risks  associated  with 
global  investing,  including  political  and  currency  risk.  Please  read  the  pros- 
pectus carefully  before  investing  or  sending  mtmey.  G.T.  Global  Financial 
Services,  Inc.,  Distributor 

~  G.T.  GLOBAL 

tondon   Hong  Kong  Son  Frandsco  Tokyo  Sydney  Singopore  Toronto 

WHEN  YOU  INVEST  FOR  YOUR  FUTURE.  THINK  GLOBAL... G.T  GLOBAL.^" 
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CAN 
LARRY 


Oracle's  Ellison  revs  up  to 
overtake  Gates  on  the  I-Way 


On  an\'  other  mountain,  Lav\Tence  J.  Ellison  would  be 
king.  From  scratch,  he  has  built  Oracle  Corp.  into 
the  overwhelming  leader  in  the  market  for  power- 
ful database  programs,  one  of  the  most  impoitant 
and  fastest-growing  software  businesses  in  the 
world.  He  lias  overcome  setbacks  that  would  have 
sunk  most  others,  including  a  f;iiled  stab  at  college,  a  nearly 
fatal  .sui-fing  accident,  and  a  financial  scandal  that  had  his  com- 
jjany  on  the  road  to  luin. 

Today,  Ellison's  success  is  unassailable:  His  wealth,  topi)ing 
$o  billion,  places  him  among  the  two  dozen  richest  people  in 
the  U.  S.  He's  an  impeccable  dresser,  a  notonous  ladies'  man, 
a  physical-fitness  fanatic,  a  gourmet,  and  an  adventurei'. 

But  on  the  mountain  Ellison  is  climbing,  that's  good  enough 
to  make  him  just  second-best.  The  software  industry,  of 
£  course,  is  dominated  by  Microsoft  Chainnan  William  H.  Gates 
^  HI — younger,  ncher,  and  more  famous.  Oi'acle  is  the  industiy's 
1  second-largest  company,  Ellis(jn  its  .second-richest  CEO.  Gates 
?  has  thi'ee  times  Ellison's  fortune — and  the  reputation  for  be- 
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FITNESS  FANATIC  ^'^^  ^'^^^naiy  and  an  unparalleled 
\xril  f  ■  nr  1  businessman.  Even  if  Gates  occasion- 
Will  leiSty  riUlSOn  .^^^y  indulges  in  hyperbole,  customers 
settle  for  being  and  competitors  listen  when  he  spins 
No.  2  in  software?  vision  of  the  future.  However, 

"when  Lany  says  something,  you  do 
a  reality  check,"  says  analyst  Rick  G.  Sherlund  of  Goldman, 
Sachs  &  Co.  "He  has  a  tendency  to  get  canied  away." 

Ellison,  50,  has  come  too  far  to  settle  for  No.  2.  He  has 
spent  years  transfoiTning  himself  from  a  causeless  rebel  to  a 
driven,  disciplined  wanior — a  self-styled  New  Age  samurai. 
Oracle's  software  is  at  the  heart  of  thousands  of  networks, 
making  Oracle  an  indispensable  partner  to  eveiy  computer 
maker  from  Digital  Equipment  and  IBM  to  Unisys,  all  of 
which  use  Oracle  software  to  help  sell  their  machines. 
TO  THE  SUMMIT.  With  an  explosion  in  demand  for  the  systems 
Oracle  software  makes  possible — customer  service,  direct 
marketing,  and  sales  and  inventoiy  tracking — the  company  is 
on  a  steej)  ascent:  Revenues  are  expected  to  jump  50%  in  fis- 
cal 1995,  ending  on  May  31,  to  aroimd  $3  billion,  and  to  .$4  bil- 
lion in  1996.  With  shai'es  trading  at  around  $30 — up  fi'om  .$18 
a  year  ago — Oracle  has  a  $13  billion  market  capitalization. 

That  puts  Ellison  in  a  position  to  make  his  move — to 
stoiTn  the  summit  and  plant  Or- 
acle's flag  where  the  Microsoft 

banner  has  long  waved.  His  p\m\  ORAuLE  VS. 

is  to  get  there  on  the  Infonna-  MinDACACT 
tion  Superhighway.  -Just  as  Mi-  IlIlunUoUM 

crosoft  dominates  the  personal-  a  comparison  of 

computer  industiy  today,  Ellison  FY  1994  data 

wants  to  supply  key  programs  REVENUES 
for  the  next  phase  of  the  Infor- 
mation Revolution.  He  envisions         $2.0  $4.6 
a  time  when  computers,  smart         BILLION  BILLION 

TVS,  video  phones,  and  other  ap-  

pliances  will  connect  to  a  world-  irAB^i^f^e 
wide  network  oi  imonnation  and 

entertainment  services.  Ellison        $283.7  $1.2 
wants  Oracle  to  supply  the  soft-         MILLION  BILLION 

ware,  starting  with  databases  -   

that  will  provide  the  foundation.  GROWTH  RATE 
"Microsoft  is  the  past.  Oracle  is  o/io/ 
the  future,"  he  declares.  4U^  24/b 

As  Ellison  explains  it,  the  In-      

formation  Age  is  all  about  stor-  MARKET  CAP 

ing  and  distributing  data.  Com-  ^ .  „ 

puting  power  will  be  applied  to  vio  ip4y 

the  task  of  whisking  digitized         BILLION  BILLION 
information-anything  from  a  data  company  reports 

personnel  file  to  a  snippet  ot 

video — across  a  network.  Oracle's  database  program,  called 
Oracle  7,  already  manages  all  sorts  of  data  for  companies 
throughout  the  world.  So  Ellison  asks:  Wliat  better  company 
for  creating  a  super  data  pipeline  than  Oracle? 

With  that  in  mind,  Ellison  began  putting  his  I-Way  strate- 
gy together  a  few  years  ago.  First,  he  spent  millions  of  his 
own  to  buy  supercomputer  startup  nCube.  It  builds  so-called 
massively  parallel  machines — ultrafast  computers  with  hun- 
dreds or  thousands  of  chips  that  simultaneously  store,  reas- 
semble, and  feed  data  to  thousands  of  destinations.  Oracle's 
database  software  has  been  rewiitten  to  work  with  supercom- 
puters from  nCube,  IBM,  Unisys,  and  others.  Such  machines, 
says  Ellison,  are  the  only  hope  for  deliveiing  video-on-demand 
at  a  reasonable  price.  A  new  video-sei^ver  program  now  allows 
these  machines  to  split  a  movie  into  thousands  of  chunks, 
store  them  on  different  disks,  and  distribute  them  to  himdreds 
of  viewers  (page  96). 

That's  not  all.  Ellison's  engineei-s  have  adapted  Oracle  7  to 
run  on  all  soils  of  computei's,  from  pes  to  mainframes,  so  it 
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AESTHETE  AND  GOURMAND: 

Ellison  at  home  in  his  garden  inspired 
by  love  of  Kyoto,  in  a  New  York  limousine  on 
the  way  to  dinner  at  La  Cote  Basque 

can  be  a  universal  standard.  To  lielp  write  "con- 
tent" for  the  I-Way,  Oracle  is  producing  program- 
ming tools:  Media  Objects  for  digitized  images  and 
sound  and  Context  to  sift  through  the  Internet. 

A  critical  ingi'edient  in  Ellison's  plan  is  to  get  I- 
Way  carriers — phone  and  cable  companies — and  content  pro- 
viders in  his  comer.  For  two  years,  he  has  been  circling  the 
globe  on  a  nonstop  schmooze  torn*:  to  New  York,  London,  and 
Tokyo  to  sign  up  teelinolog^^  paitners,  establish  Knks  with  me- 
dia moguls,  and  preach  Oracle's  Infobahn  message. 

Will  such  jet-lagged  frenzy  really  pay  off?  Ellison  has 
chamied,  cajoled,  and  i^ushed  his  way  into  a  series  of  impres- 
sive early  contracts.  Bell  Atlantic  Corp.  is  using  Oracle  tech- 
nology in  trials  of  video  servers.  So  are  British  Telecom, 

Telecom  Italia,  and 
U  S  West.  Meanwhile, 
Apple,  General  Instni- 
ment,  Hitachi,  Sam- 
sung, Scientific- Atlanta,  and  55  othei's  are  working  with  Ora- 
cle to  set  software  standards  for  TV-set-top  boxes.  And 
Ellison  has  signed  up  content  developei-s  including  Capital  Cit- 
ies/ABC,  Washington  Post  Co.,  and  Home  Box  Office  to  use 
Oracle  software  for  interactive  TV. 

But  now,  eveiybody's  hat  is  in  the  I-Way  ring — from  DEC 
to  IBM  to  Silicon  Graphics.  And  Microsoft  is  pulling  out  all  the 
stops  to  extend  its  software  dominion  into  the  online  era. 
While  Oracle  rules  among  the  minicomputers  and  mainframes 
that  ran  big  databases  now.  Gates  sees  a  different  future: 
Networks  of  microcomputers — running  Microsoft  database 
technology,  of  course — will  take  over.  Gates  has  snagged 
deals  to  test  his  Microsoft  Media  Server  with  Tele-Communi- 
cations, SBC  Communications,  and  Nippon  Telegraph  &  Tele- 
phone. "Oracle's  not  doing  that  much,"  says  Gates.  "Lany's 
hype  has  exjjanded  to  fill  his  ego." 

"PRIVATE  IDAHO."  That  there  is  plenty  of  hype — from  Ellison, 
Gates,  and  other  I-Way  wannabes — is  not  in  question.  What 
is  at  issue  is  whether  Ellison  really  has  what  it  takes  to 
make  Oracle  the  dominant  technology  company  in  the  coming 
era.  A  year  ago,  Ellison  was  saying  Oracle's  I-Way  business 
might  gener-ate  as  much  j^rofit  as  its  database  business  with- 
in a  decade.  But  revenues  from  Info  Highway  deals  are  still 
so  scarce  that  Wall  Street  analysts  do  not  even  factor  them 
into  their  mostly  bullish  projections  for  the  company. 

Clearly,  the  I-Way  frenzy  has  cooled.  "There  is  no  business 


El 


on  the  Info  Highway  yet,"  says  Nathan  P.  Myhi-vold,  Mier 
crosoft's  senior  vice-president  for  advanced  technology.  "An 
body  who  says  they're  ahead  must  be  in  their  own  priva  s  iir 
Idaho."  Some  of  Ellison's  projects,  such  as  the  Bell  Atlant  iiif 
trial,  are  on  a  slower  timetable.  And  some  deals  Ellison  sa  iHi 
he  was  about  to  close  months  ago — with  Ameritech,  Viaco 
and  Nynex — have  yet  to  jell.  William  Bluestein,  an  analyst 
Foirester  Research  Inc.,  likens  Ellison's  high-profile  quest 
former  Apple  Computer  ceo  John  Sculley's  crasade  to  lels.! 
the  way  in  an  era  of  wireless  communications  with  the  wil  id 
ly  overhyped  Newton  personal  digital  assistant.  "Lany  El 
son  could  be  to  interactive  TV  what  John  Sculley  was 
PDAS,"  he  sniffs. 

That's  a  harsh  view.  Unlike  Sculley,  Ellison  isn't  divertii 
huge  sums  and  inordinate  management  resources  to  his  p 
project.  And  as  the  anival  of  interactive  T\"  and  mo\ies-on-d|cm!: 
mand  recedes  ftuther  into  the  futui-e,  Ellison  has  refocused 
projects  that  are  closer  on  the  horizon,  including  using  the  i 
tegi-ated  services  digital  network  (ISD\)  high-speed  phoi 
lines  to  deliver  to  PCs  such  services  as  video  E-mail. 

Ellison  remains  the  key  to  Oracle's  bid  for  leadershi 
however.  "Is  Larry  smart  enough"?"  asks  a  foiTner  execp 
tive.  "Yes.  He  has  the  bandwidth  Bill  Gates  has.  Is  he  inspi 
ing  enough?  Visionaiy  enough?  Yes.  But  when  you're  talMi 
about  building  a  long-teiTn  institution,  the  fabric  is  impoitan! 

What  kind  of  cloth  is  Ellison  cut  from?  It's  not  easy 
judge.  His  public  image  is  as  carefully  crafted  as  the  Giev 
&  Hawkes  suits  he  buys  on  London's  Saville  Row.  The  La 
ry  Ellison  you  see  today — poised,  athletic,  articulate,  chan 
ing — is  a  fai-  ciy  from  what  classmates  and  relatives  expec 
ed  (oi-  feai-ed)  for  young  Ellison.  Growing  up  in  the  south  si(  ,j, 
of  Chicago,  he  was  a  bright  but  unambitious  student — so  i 
different  that  his  family  feared  he  might  not  finish  hij  ■ 
school.  He  wasn't  a  bad  kid.  He  admits  to  such  boyhof  S 
stunts  as  "laundernauting" — taking  a  few  spins  in  a  lau'' 
dromat  dryer — but  he  never  got  in  serious  trouble. 

But  Ellison  was  no  ordinary  kid  next  door.  What  tl 
neighbors  didn't  know  was  that  Lillian  and  Louis  Ellisi 
were  really  Larry's  great-aunt  and  great-uncle.  His  biri 
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her,  their  unmamed  niece,  gave  up  the  infant  Lany  in 
)  and  headed  for  Cahfomia.  She  didn't  see  her  fii'stborn 
i  n  until  about  1990.  Even  now,  Ellison  says  little  about  his 
ringing.  "Some  issues  I'm  just  not  going  to  go  into,"  he 
..  He  will  say  that  he  was  close  to  his  adopted  mother,  but 
his  adopted  father.  "My  father  was  veiy  tough,"  he  says, 
ouis  Ellison,  a  Russian  immigi-ant  who  took  his  name 
1  Elhs  Island,  failed  in  real  estate  and  in  a  run  for  Con- 
is.  The  family  wound  up  at  the  lower  end  of  his  neigh- 

i  lood's  economic  ladder — a  situation  the  teenage  Elhson 
■  painfully  aware  of.  A  high  school  sweetheart  wouldn't 
•iry  him,  he  says,  because  her  father  thought  he  was  below 

ii  r  station.  Doris  Linn,  his  adoptive  sister  and  a  retii-ed  so- 
worker,  beheves  Ellison's  tangled  parentage  played  a 
role  in  forming  his  sometimes  shy,  sometimes  arrogant 
onahty.  "Being  rejected  by  your  mother,  for  whatevei-  rea- 

,  is  something  that  I  don't  know  people  ever  really  get 
)■*"  she  says.  "Lany  can  be  veiy  arrogant." 
ears  later,  Ellison  let  Oracle's  public-relations  depart- 
it  rewrite  his  life  story.  They  told  reporters  that  Ellison 
pulled  himself  up  from  an  impoverished,  crime-ridden 
hborhood  and  wrote  press  releases  saying  he  had  gone  on 


NONSTOP  PROMOTER: 

Hllison  at  5  had  nothing  hke  the  drive 
i  Ellison  at  50:  His  life  now  is  a  frenzied 
\  our  to  preach  Oracle's  I-Way  message 

In  get  advanced  degi-ees  fi-om  the  University  of  Il- 
linois and  the  University  of  Chicago.  Today,  the 
South  Shore  area  is  mn-down.  But  when  Ellison 
was  gi'owing  up,  "it  was  a  nice,  middle-class  neigh- 
borhood," says  Linn.  By  the  time  Lany  was  in 
high  school.  Linn,  20  years  his  senior,  was  married  to  a 
prominent  lawyer.  "When  he  went  on  dates,  he  used  my 
car,"  she  recalls. 

Ellison  entered  the  University  of  Illinois  with  vague  hopes 
of  becoming  a  doctor.  But  he  ignored  courses  that  bored 
him,  and  records  show  he  was  dismissed  in  June,  1964,  for 
failing  to  maintain  a  C  average — after  skipping  final  exams 
two  semesters  in  a  row.  He  then  attended  the  University  of 
Chicago  for  a  semester  before  dropping  out.  About  this  time, 
he  got  his  first  programming  job. 

"I  DID  INHALE."  With  the  hippie  era  in  full  flower,  Ellison 
packed  his  belongings  into  his  1964  turquoise  Thunderbird 
convertible  and  headed  for  Bei'keley,  Calif  The  year:  1969.  "I 
had  long  hair,  but  I  did  not  wear  beads,"  he  says.  "And,  un- 
hke  Bill  Clinton,  I  did  inhale." 

But  not  for  long.  He  stumbled  onto  the  computer  revolu- 
tion and,  after  yeai-s  of  diifting,  got  serious.  What  changed  his 
course?  "I  wish  I  knew,"  says  his  sister.  She  didn't  hear 
from  him  for  years  after  he  left  for  California.  She  suspects 
he  was  simply  inspired  by  Silicon  Valley.  "He  seems  to  have 
found  God  in  the  system,"  she  says. 

His  first  taste  of  it  was  working  as  a  programmer  at  var- 


Oracle's  Info  Hi 

3RITISH  TELECOM  (March,  1994)  Completed  first 
:rial  of  video-on-demand  services  to  60  households  in 
November,  1994. 

SELL  ATLANTIC  (January,  1994)  Video-on-demand 
:rial  to  200  homes  began  this  April.  Will  be  expand- 
ed, with  Nynex  and  Pacific  Telesis,  later  this  year. 

J  S  WEST  (May,  1993)  Alliance  to  create  interactive 
nformation  service  for  business,  education,  and  con- 
sumer markets.  Running  experimental  interactive  tele- 
/ision  system  in  lab. 


[hway  Partners 

TELECOM  rTALiA  Video-on-demand  trial  to  50  < 

households  in  Rome  launched  early  this  year.  Will  g 

expand  to  more  than  1,000  by  yearend.  1 

  2 

APPLE  COMPUTER  Working  on  a  software  operating  | 

system,  based  on  the  Macintosh  but  modified  to  con-  s 

trol  smart  television  set-top  boxes  that  send  and  | 

receive  signals  for  interactive  TV.  s 

INTEL  Sources  say  Ellison  is  currently  negotiating  i 

with  Intel  Corp.  and  AT&T  to  create  a  data  network  | 

that  carries  video.  I 

o 
o 
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entire  product  line.  So  you  can  run  your  applications  on  any  one  of  tkem.  Of  course,  you  also  get  tke 
reliability  you  need  to  run  Lusiness-critical  applications.  And  tke  confidence  you  get  from  kaving  tke 
world's  largest  support  network  of  UNIX  experts  tekind  you.  if  you  'dlike  to  know  more,  get  in  touch, 
witk  Sun's  worldwide  web  server  at  kttp://ww^.sun.com,  call  1-800-786-0785,  ^ 
6xt.  215,  or  call  tke  nearest  autkorized  Sun  reseller.  We'll  kelp  you  leave  tke  ^l^^i/ 
orklift  wkere  it  belongs.  See  us  at  SunWORLD  ^95^  Bqotk  *1020?  May  23-25.  ;  UaNetwoAblU Computer™ 
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ious  outfits,  including  Ampex  Corp.  and  Amdahl  Corp.  In 
1977,  Ellison  left  to  start  a  consulting  company.  Software 
Development  Laboratories,  on  $1,200.  He  persuaded  his  for- 
mer boss,  Robert  N.  Miner,  to  kick  in  an  additional  $400 

and  join  what  would 
become  Oracle.  The 
pail'  made  two  connect 
bets:  Minicomputers 
would  take  over  many  mainfi-ame  jobs,  and  relational-database 
technology  would  be  a  boon  to  business  because  it  made  orga- 
nizing and  analyzing  data  far  easier.  At  the  time,  businesses 
were  using  "flat-file"  data- 
bases that  made  it  difficult 
to  spot  trends — a  sudden 
spike  in  demand,  say. 

Ellison's  own  explana- 
tion for  his  success:  "I've 
always  been  an  iconoclast. 
I've  gotten  into  enonnou.s 
trouble.  It  cost  me  dearly 
in  school.  It  has  helped  me 
make  out  like  a  bandit  in 
technology,  where  the  con- 
ventional wisdom  changes 
every  five  years."  He  also 
says  a  trip  to  Japan  in  the 
mid-'70s  opened  his  eyes. 
Dming  a  lunch  in  Kyoto,  a 
bluebird  flew  in  the  win- 
dow and  landed  on  the 
black  lacquered  table. 
Cheny  blossoms  drifted  in 
and  landed  in  a  bowl.  "No- 
body spoke  for  an  hour," 
he  says.  "When  I  saw 
Kyoto,  I  knew  where  God 
got  the  idea  for  heaven." 

Too  poetic  to  be  true? 
Jenny  Overstreet,  his  longtime  personal  assistant,  insists  it's 
for  real.  "I've  amved  at  his  house  to  work,  my  amis  full  of 
papers,  and  we  spend  the  first  45  minutes  watching  two 
squin-els  playing  in  the  trees,  or  a  duck  couple  returning  to 
the  pond  for  the  third  year  in  a  row.  This  is  fascinating  stuff 
for  him.  It's  hfe-reaffirming." 

ELVIS  SIGHTINGS.  This  side  of  Ellison  is  rarely  on  display 
around  Oracle's  headquarters — twin  black  high-rises  at  the 
northeiTi  edge  of  Silicon  Valley.  There,  the  ceo  is  so  aloof  that 
some  employees  have  nicknamed  him  Elvis  and  refer  to  his 
rare  appearances  as  Elvis  sightings.  Unlike  Gates,  a  fre- 
quent sjjeaker  at  industry  events  who  enjoys  verbal  sparring 
with  peers  and  reporters,  Ellison  dislikes  crowds  and  rarely 
attends  non-Oracle  gatherings.  "I  think  Lairy  is  a  very  shy 
person,"  says  Steve  Jobs.  EUison  counts  Jobs  as  one  of  his 
closest  friends  and  sits  on  the  board  of  NeXT  Computer  Inc. 


Adds  Jobs:  "He  can  get  up  in  front  of  a  crowd  now  becaii 
he's  learned  how  to  do  it.  But  Lany's  a  very  sensitive  gu;  ^ 
Others  would  disagr-ee.  He  can  match  anyone  in  Silicon  V  ft' 
ley  with  a  put-down  of  a  rival  or  its  technology.  Of  B 
crosoft's  video  server,  he  says:  "It  hasn't  worked,  it  does: 
work,  it  cannot  work,  and  it'll  never  work."  And  he's  r. 
knovm  for  diplomacy.  At  the  Apiil  unveiling  of  a  dec  compi 
er,  for  instance,  he  told  reporter's  that  Oracle  7  ran  much  fa 
er  on  the  dec  machines  than  on  IBM's — and  proceeded 
denigrate  the  IBM  product.  That  helped  dec's  stock,  but  ef* 
raged  IBM  Chairman  Louis  V.  Gerstner  Jr.,  say  IBM  inside 

Ellison's  associates  co 
cede  he  has  sharp  elbov 
Intel  President  Andrew 
Grove,  a  friend,  says: 
find  him  a  kick.  He's 
amusing,  interesting  p4 
son.  Nevertheless,  n( 
withstanding  his  chann 
would  beware  of  him  as  f 
businessman." 

Although  Ellison  kee 
a  low  profile  in  the  indi 
tr-y,  he  does  make  he^  f 
lines — some  of  which 
would  rather  forget.  T( 
ence  J.  Gamett,  a  form  ',m 
Oracle  executive  who  h 
on  occasion  vacatiom 
with  Ellison,  sued  his  e 
boss  last  October,  char 
ing  he  was  wrongfully  d  ted 

DOWN-TO-EARTH  ^ 

President  Lane 
seiTes  as  Ellison's 
reality  check 

missed  after  refusing  to  obey  Ellison's  orders  to  funri  b 
business  to  nCube.  The  suit  was  dropped  without  a  sett] 
ment.  Oracle  executives  and  board  members  say  they  a  le's 
careful  to  r-eview  all  deals  for  potential  conflicts. 

Ellison's  most  notorious  lawsuit  was  brought  last  year  1 
an  ex-employee  who  accused  ElHson  of  firing  her  because  a  it 
ended  their  sexual  r-elationship.  Ellison  does  not  dispute  ti 
relationship,  but  denies  the  charges.  Thrice  manied  and  ( 113 
vor'ced,  he's  happily  awar-e  of  his  r'eputation  as  a  ladies'  ma  iliii 
He  r-ecounts  what  Miner,  who  died  last  year;  said:  "As  long 
Stanfor-d  keeps  tiuiiing  out  beautiful  23-yeai-old  women,  L^ 
ry  will  keep  getting  mariied." 

Ellison  acknowledges,  even  celebi'ates,  his  toughness.  I  p\ 
says  he  dr-aws  inspir-ation  from  Miyamoto  Musashi,  a  16th  ce  k 
tury  Japanese  samm'ai  who  knew  how  to  kill  but  was  also 
artist  and  poet.  Ellison  collects  Japanese  art  and  weapora 
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his  elegant  Japanese-style  house  in  Atherton,  Cahf.,  has 
ree-acre  garden,  complete  with  a  koi  pond.  (He's  also 
ling  a  house  overlooking  San  Francisco  Bay.) 
n  his  own  time,  Ellison  keeps  racking  up  new  interests, 
las  taught  himself  to  play  piano  and  guitar  and  dabbles  in 
ing.  He  has  a  personal  trainer  and  last  year  raised  mon- 
)r  a  crippled  athlete  by  competing  in  a  bar-dipping  contest 
ist  a  triathlon  champion.  Ellison  won.  Never  one  to  back 
f  from  a  challenge,  Ellison  once  broke  his  neck  and  punc- 
d  a  lung  while  body-surfing  during  a  storm  in  Hawaii, 
ilison's  manic  drive  can  be  dangerous  in  business,  too.  In 

early  1980s,  Oracle  began  to  mmmmmmmmmmmmmmmmmmm 

inate  the  high-end  database 

ness,  partly  with  technology 

partly  with  a  hypercompetitive 

;  force.  The  ceo  set  extraordi- 

ly  ambitious  sales  goals,  re- 
led  successful  reps  handsomely, 

tossed  aside  those  who  failed. 

as  a  high-bumout  environment, 

sales  doubled  every  year  until 

:le  reached  $1  billion  in  1990, 

ing  Informix  Corp.  and  In- 

.  Corp.  in 

lust.  Ellison 

1  like  a  dic- 

f,  making  all 
decisions, 

1  wrriting  ads. 

when  it  came 
finance,  he 

ted  the  sub- 
like a  boring 

ge  course.  (He 

its  he  didn't 

1  know  what  re- 
ed earnings 

3  at  the  time.) 

hen  came  the  morning  after:  To 
t  the  aggressive  sales  goals, 
ile's  domestic  salespeople  had 
I  booking  revenues  before  their 
!,  even  selling  products  that 
I't  been  developed.  Revenues 
earnings  had  to  be  restated  for 
1  1990,  and  the  company  risked 
ulting  on  its  bank  loans.  Ellison 
admits  Oracle  was  on  the  edge 
ankruptcy. 

he  company  was  saved  by 
ging  in  seasoned  executives,  in- 
ing  Chief  Financial  Officer  Jef- 
0.  Henley  and  Oracle  USA 
5ident  Raymond  J.  Lane,  for- 

head  of  Booz,  Allen  &  Hamil- 

Inc.'s  technology  consulting 
■tice.  Lane  recruited  thousands 
onsultants  to  help  major  cus- 
ers  install  applications  such  as 
•oil,  accounting,  and  sales  track- 
on  Oracle  databases.  Lane  also  changed  the  compensation 
em  so  that  salespeople  get  paid  only  when  products  are 
v^ered.  Henley  revamped  accounting  and  introduced  a 
e  conservative  approach  to  finances.  "There  is  profes- 
al  management  inside  the  company  now,"  says  Sherlund. 
^le  Lane  and  Henley  iim  the  day-to-day  operations,  El- 
\  plots  his  big  moves.  In  addition  to  lining  up  I-Way 
s,  he  has  been  seeking  acquisitions.  His  boldest  move:  a 
bom  plan  last  fall  to  mount  a  hostile  takeover  of  Silicon 


Portraits  of  Two 
Software  Billionaires 

BILL 

EDUCATION:  Dropped  out  of  Harvard 
CHILDHOOD:  Son  of  a  prominent  Seattle  fam 
ily;  private  schools 

START  IN  BUSINESS:  Co-founded 
Microsoft  Corp.  in  1977 
PUBLIC  IMAGE:  Widely  hailed  as 
a  visionary 

PERSONALITY  TRAITS:  Brainy  and 
combative 
STYLE:  Disheveled 
MARITAL  STATUS:  Recently  married 
a  Microsoft  marketing  manager 
DIGS:  A  $30  million  high-tech 
compound  on  Lake  Washington 
is  nearing  completion 


LARRY 

EDUCATION:  Dropped  out  of  the  University  of 
Illinois  and  the  University  of  Chicago 
CHILDHOOD:  Brought  up  by  a  great- 
aunt  and  Russian-immigrant  great 
uncle  in  a  modest  apartment 
START  IN  BUSINESS:  Programmer  for 
Amdahl  Corp.;  co-founded  Oracle 
Corp.  in  1977 
PUBLIC  IMAGE:  Avoids  public 
forums 

PERSONALITY  TRAITS:  Charming 
and  tough 
STYLE:  Dapper 

MARITAL  STATUS:  Thrice-divorced; 
two  kids 

DIGS:  A  sprawling,  Japanese-style  estate  in 
Atherton,  Calif.  New  San  Francisco  house 


Valley  icon  Apple  Computer.  Ellison  figured  he  could  create  a 
huge  Mac  clone  business  and  use  the  Mac  interface  for  inter- 
active TV.  His  board  gave  him  permission  to  explore  the 
idea,  but  most  directors  considered  it  a  long  shot.  Sources  say 
the  deal  fell  apart  only  when  Ellison's  Japanese  partners 
got  cold  feet.  Ellison  hasn't  given  up:  "At  some  time  down  the 
road,  if  Apple's  [stock  price]  became  attractive,  we  would  re- 
consider," he  says.  Apple  declines  to  comment. 

Another  target  has  been  Lotus  Development  Corp.  Ellison 
admits  discussing  an  acquisition  with  Lotus  ceo  Jim  R  Man- 
zi  but  says  that  the  talks  never  got  serious.  A  few  weeks 

mmmmmmmmmmmmmmmaammm  ago— before  Lotus  had  a  surprise 

$50  milhon  loss  and  become  an  ob- 
vious takeover  candidate — ElHson 
acknowledged  that  he  was  still 
interested  but  said  the  price  was 
too  high.  "If  Lotus  was  cheap,  we'd 
buy  Lotus  Notes  and  ccimail,"  he 
said  then.  Today,  his  response  to 
rumors  that  he's  accumulating  Lotus 
stock  is:  "No  comment." 

Yet  another  candidate  on  the  list: 
Novell  Inc.'s  Unix  operating-system 
business.  In  March,  Ellison  met 
with  Novell  GEO  Robert  J.  Fran- 
kenberg  to  discuss  buying  Unix,  on 
which  Oracle  7  is  the  leading  data- 
base program.  The  idea  was  to 
make  Unix  a  stronger  competitor 
to  Windows.  Eventually,  he  says, 
he  gave  up  because  the  deal  might 
spoD  relations  with  other  software 
companies  that  depend  on  Unix. 

Monday  mornings,  Henley  and 
Lane  meet  with  Elhson  to  discuss 
new  opportunities.  That's  when  the 
Oracle  boss  usually  floats  his  latest 
acquisition  or  technology  wish  Ust. 
"Sometimes,  Jeff  and  I  absolutely 
fall  off  our  chair's,"  says  Lane.  "Very 
few  of  those  ideas  get  implement- 
ed." Some  analysts  are  concerned 
that  one  day  ElUson 
will  succeed  in 
talking  Henley 
and    Lane  into 
J  something  that's 
too  big.  "Larry's 
desire  to  gi'ow  at 
an  unsustainable 
rate  could  put  neg- 
ative pressure  on 
the  company,"  frets 
one  analyst. 

For  now,  most  of 
Ellison's  energy  is  fo- 
cused on  keeping  a 
step  ahead  of  Bill  Gates,  which  is 
getting  harder.  In  addition  to  snag- 
ging some  of  its  own  I-Way  deals, 
Microsoft  has  joined  Hollywood's  Jeffi-ey  Katzenberg,  Steven 
Spielberg,  and  David  Geffen  in  Dreamworks,  a  new  movie 
studio.  And  Microsoft  is  plotting  an  assault  on  Oracle's  core 
business — database  programs  that  nan  on  powei'ful  servers — 
with  Sequel  Sei-ver  for  the  Windows  NT  operating  system. 

Does  EUison  ever  tire  of  the  hustle?  After  a  long  day  of 
meetings  with  New  York  media  executives,  he  slumps  in 
the  back  of  his  limousine  on  the  way  to  La  Cote  Basque  and 
reflects.  He  recounts  a  long-ago  conversation  with  his 


BUSINESS  WEEK  /  MAY  15,  1995  95 


sister.  "One  day,  she  asked  me:  'Which  is  more  important,  to 
be  loved  or  to  be  respected?'  I  said:  'Respected.'  She  said: 
'Wrong,'  and  left  the  room."  He  pauses,  thoughtfully.  "With 
wealth  and  fame,  you  get  respect.  But  20  yeai-s  later,  I  figiu'ed 

out  she  was  right. 
Ambition  is  a  false 
god." 

In  recent  yeai-s,  El- 
lison has  made  more  time  for  family.  He  fusses  over  the 
two  childi'en  fi'om  his  last  maniage.  And  a  few  years  ago  he 
hired  detectives  to  find  his  birth  mother  and  her  family. 


Cover  Stoi^ 


Now,  his  35-yeai-old  half  brother  works  at  Oracle,  and  Ellia 
is  putting  a  half  sister  through  college. 

But  he  hasn't  exactly  mellowed.  During  a  lunch  brec 
from  a  business  meeting  at  his  house  he  declai-es:  "We're  v( 
ambitious.  We  want  to  be  the  No.  1  software  company 
the  world."  Does  that  mean  he  would  like  to  displace  Gat 
"You  mean,  do  we  want  a  monopoly  like  Bill's?  I've  always 
sented  it  when  other  people  have  monopolies.  Our  o 
monopoly  would  be  swell."  And  a  gi-eat  way  to  beat  Mic 
at  its  own  game.  ■ 

By  Richard  Brandt  in  Redwood  Shores,  Ca 


MICROSOFT  PROGRAMMERS  NEED  MORE  SLEEP  THAN  WE  DO' 


If  Lawrence  J.  Ellison  winds  up 
leading  the  Infobahn  race,  it  will 
be  thanks  to  the  efforts  of  a  few 
young  engineers.  They're  the  guys 
who  designed  Oi'acle  Corp.'s  Video 
Server,  a  progi'am  to  dish  up  digi- 
tized video.  While  most  interactive 
TV  technology  is  still  gestating,  Brit- 
ish Telecom  PLC  and  Bell  Atlantic 
say  that  Oracle's  system  works  and 
that  they're  ready  to  expand  their 
trials.  Not  bad,  considering  the  Ora- 
cle team  built  its  first  prototype  in 
just  two  months. 


to  use  a  supercomputer  fi'om  Elli- 
son's nCube  Inc.  to  split  the  video 
data  into  1,000  diffei'ent  segments 
and  .store  each  of  them  on  a  different 
disk  drive,  controlled  by  its  own  mi- 
croprocessor. One  processor  coordi- 
nates all  the  others  so  the  film  flows 
seamlessly  in  the  coirect  order. 
When  a  new  viewer  orders  a  film — 
whether  it's  20  seconds  or  20  minutes 
later — the  fii'st  drives  can  start  deliv- 
ering the  film. 

In  June,  1993,  they  took  their  plan 
to  Ellison,  who  gave  it  an  immediate 


The  project  got  started 
back  in  mid-1993,  when 
engineers  Andrew  Laur- 
sen,  then  aged  34,  and 
William  Bailey,  then  27, 
were  already  working  on 
a  pr'ogram  for  sending  video  clips 
across  a  network.  Laursen  got  the 
idea  of  trying  the  progi'am  on  as 
many  as  1,000  processors  at  once. 
Bailey's  response:  "You  know,  dude,  I 
think  we  can  do  this." 

The  idea  may  have  been  simple. 
Getting  it  right  wasn't.  Broadcasting 
a  digitized  film  is  fairly  easy.  Serving 
up  100  different  films  to  100  houses 
at  100  different  times  is  a  progTam- 
ming  nightmare.  Laursen's  idea  was 


UP  ALL  NIGHT 

Oracle  engineers 
built  a  video  seiver 
in  just  two  months 


thumbs-up.  "Lariy  Ukes 
sexy-sounding  technolo- 
gies," says  Bailey.  Six 
weeks  later,  he  dropped 
by  the  lab,  whei'e  the  pro- 
grammer's had  yet  to  get 
a  single  video  to  play.  But  the  boss 
wanted  to  show  off  the  setup — at  a 
conference  less  than  three  weeks 
away.  After  a  quarter-million  dollar's 
in  new  gear  and  VA  weeks  of  round- 
the-clock  work,  the  team  had  its  fir'st 
success:  At  quarter  to  midnight  on  a 
Satur-day  night,  it  sent  a  Pink  Floyd 
video  to  a  PC.  The  progr-amnnei'S 
called  Ellison  at  home,  and  within  an 
hour'  he  ar-rived,  date  in  tow.  "I 
wanted  to  see  it,"  Ellison  says.  "I 


couldn't  just  leave  her  there." 

The  next  step — getting  more  than 
one  video  at  a  time  to  play — was 
harder.  The  server  worked,  but  the 
software  for  the  three  PCs  that  were 
to  run  the  videos  didn't.  A  day  be- 
fore the  conference,  two  pes  were 
working.  Then,  one  crashed.  Finally, 
in  desperation,  they  copied  the  entir 
progTam  from  the  wor'king  PC  onto 
the  other's,  and  at  10  p.m.  on  the 
night  of  the  show,  miraculously  the 
system  worked. 

"UNBEUEVABLY  COOL."  How  did  the 

Oracle  team  do  in  two  months  what 
Microsoft  Corp.  took  more  than  a 
year  to  pull  off?  "Microsoft  program- 
mers need  more  sleep  than  we  do," 
cracks  Bailey.  Laitrsen  believes  that 
it  had  mor'e  to  do  with  determina- 
tion— and  a  pr'od  from  Ellison.  The 
progi'am  has  since  been  adapted  to  I 
mn  on  a  wide  range  of  computers, 
including  systems  from  Digital 
Equipment  Corp.  and  Hewlett-Pack- 
ard Co. 

Microsoft  executives  remain  unim- 
pressed. They  believe  that  they  can 
do  the  same  thing  with  a  network  of 
PCS — for  less  than  the  $500  per- 
household  (not  including  the  Tv-set- 
top  box)  that  a  tyjjical  nCube  system 
would  cost. 

While  Or'acle  waits  for  the  I- Way 
to  take  shape,  it  is  trying  to  drum  up 
business  for  its  video  server  in  cor- 
porations and  online  sei-vices.  Using 
high-speed  integrated  services  digital 
network  (isdn)  phone  lines,  Elhson 
says,  the  servei'  can  send  video  to  a 
3-inch-by-4-inch  window  on  desktop 
PCS.  That  would  make  possible  video 
E-mail,  for  example.  Oracle  is  work- 
ing with  Intel  Corp.,  and  sources  say, 
AT&T  is  considering  joining  the  pro-  j 
ject.  "This  is  like  a  video-enabled  i 
Internet,"  says  EUison.  "It's  unbe-  | 
lievably  cool."  Almost  as  cool  as  win-i 
ning  the  I-Way  I'ace. 

By  Ricfuird  Brandi^ 
in  Redwood  Slwres,  Calif  i 
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Introducing  The  AcuraTL  Series. 
Designed  ForThose  Whose 
Appetite  For  Luxury  Hasn't  Diminished 
Their  Appetite  For  Excitement 


J^Ie  Ricfi  INTERIOR  of  the  new  Acura 
is  spacious,  yet  invitingly  intimate.  It  offer; 
uncluttered  simplicity  that  is  timeless  ir 
elegance,  while  placing  lu.xury  conveniei 
within  easy  reach.  Including  an  eight-spei 


stereo  with  an  m-dash  CD  player  andi 
Automatic  Climate  Control  System,  a! 
which  come  as  standard  equipment. 
Turn  the  key  and  it's  obvious  this  i- 


aobile  with  more  thnn  just  sumptuous 
ities.  Beneiith  its  luxury  lies  a  vibrant 
rpkmt,  a  four-wheel  double-wishbone 
nsion,  and  an  engineering  philosophy 
?d  decidediv  toward  owning  the  road. 


le  new  Acura  TL  is  a  touring  luxury 
i  that  does  more  than  reward  a  sophisti- 
sense  of  taste.  It  also  proves  you  haven't 
n  boring  along  the  way. 


Somethings  Are  Worth  The  Price 


Finance 


MARKETS 


DOW  5000. 

DON'T  LAUGH 

Productivity  is  up,  inflation  is  tamed.  It  could  happen 


A tattered  dollar.  A  slowing  economy. 
Rising  prices  for  raw  materials. 
Hardly  a  recipe  for  a  roaiing  stock 
market.  Yet  the  Dow  Jones  indus- 
tiial  average  has  soared  past  4300,  gain- 
ing more  than  500  points  this  year.  Is 
this  yet  another  misadventure  on  Wall 
Street,  a  manic  euphoiia  that  makes  for 
a  speculative  bubble  and  spectacular 
blow-off? 

Certainly,  market  m.avens  are  wor- 
ried that  the  party  is  about  to  end. 
Stock  market  valuations  are  lofty  by 
some  measures.  And  fear  that  mounting- 
price  pressures  will  ignite  inflation 
haunts  the  market.  "We  have  concerns 
about  a  4%  to  5%  inflation  rate  in  the 
second  half  of  1995,"  says  Edward  G. 
Riley,  chief  investment  officer  for  the 
private  bank  at  the  Bank  of  Boston 
Corp.  Adds  John  R  Hussman,  a  money 
manager  and  investment  newsletter 
witer  based  in  Fannington  Hills,  Mich.: 
"There's  a  hkelihood  of  slipping  into  a 
bear  market  at  any  time." 
"IDEAL  CLIMATE."  Yet  the  economic  fun- 
damentals suggest  stocks  have  a  long 
way  to  go.  In  the  new  '90s  economy, 
productivity  has  been  rising  at  about  a 
2%  average  annual  rate,  double  that  of 
the  previous  two  decades.  The  startling 
gains  fi-om  coiporate  restincturings  and 
the  high-tech  revolution  will  pay  divi- 
dends for  yeai-s.  U.  S.  businesses  are 
seeing  remarkable  profit  growth,  and 
disinflation  continues.  "Strong  growth 
without  inflation  is  an  ideal  climate  foi- 
stocks,"  says  Jeremy  J.  Siegel,  professor 
nf  finance  at  the  Wharton  School. 

A  few  economists  are  even  starting 
to  tempt  the  fates.  "The  Dow  is  heading 
for  5000,"  says  Edward  E.  Yardeni  of 
C.J.  Lawrence/Deutsche  Bank  Secur- 
ities Corp.  5000?  Over  the  next  several 
years,  5000  is  not  as  outlandish  as  one 
might  think,  considering  that  it's  only 
14%  ab(we  cuirent  levels. 

Of  course,  like  any  other  market,  the 
stock  market  will  take  sudden,  stom- 
ach-churning dips  or  stagnate  for 
months  on  end.  Risks  are  multiple  in 
the  new  global  economy,  too,  fi'om  unex- 


pected currency  devaluations,  like  the 
recent  Mexican  peso  crisis,  to  political 
upheavals  in  developing  nations,  such 
as  the  anticipated  power  stniggle  when 
Deng  Xiaoping  passes  away  in  China. 
Still,  in  the  U.S.  there  are  none  of  the 
economic  and  fuianeial  excesses  that  typ- 
ically  scream  "trouble  ahead."  The  bank- 
ing system  is  sound.  This  is  the  first 
business  expansion  in  the  postwar  peri- 
od not  fueled  by  a  double-digit  rise  in 
corporate  debt.  "The  economy  has  no 
significant  imbalances  that  are  neces- 
sary for  a  recession  to  happen,"  says 
Mark  Zandi,  economist  at  Regional  Fi- 
nancial Associates  Inc. 

Indeed,  the  one  credible  tlii'eat  to  the 
mai'ket — an  overheated  economy — is  fad- 
ing fast.  Last  year's  intei'est-rate  hikes 
engineered  by  the  Federal  Reserve  are 
ratcheting  down  the  economy's  gTOwth 
rate  to  a  more  sustainable  pace.  Gross 
domestic  product  slowed  from  a  5.1% 
annual  rate  in  the  fomth  quarter  of  1994 
to  2.8%  in  the  fii'st  c[uarter.  And  there's 
little  to  fear  that  the  "soft  landing"  will 
turn  into  a  nosedive.  The  U.  S.  economy 
is  resilient  and  prospects  for  a  long  glo- 
bal upturn  are  bright.  Economies  are 
expanding  in  46  out  of  the  49  countries 
followed  by  Allen  L.  Sinai,  chief  econo- 
mist at  Lehman  Brothers  Inc.  The  syn- 
chi'onous  growth  of  so  many  countries  in 
so  many  areas  of  the  w'orld  has  no  prec- 
edent in  modern  economic  history,  says 
Sinai.  With  U.S.  export-oriented  com- 


panies looking  f(jr\vard  to  record  sal« 
this  year  and  next,  the  economy  cou 
easily  reaccelerate. 

But  w'on't  a  rebounding  economy  le; 
to  higher  inflation,  rising  interest  ratt 
and  lower  stock  prices?  Forget  it.  W; 
Street  has  insisted  that  a  robust  ecorijii 
my  would  ignite  inflation — and  sink  tf- 
market — for  more  than  four  years, 
has  been  dead  wrong.  The  reason  is 
huge  ar'ray  of  forces  pushing  the  U. 
toward  lower  inflation,"  says  George  \ 
Jacobsen  Jr.,  chief  investment  officer 


The  Case 
For  a 
Strong 
Market 


DATA:  REGIONAL  FINANCIAL  ASSOCIATES. 
ACCESS  RESEARCH,  STANDARD  i  POOR'S 
COMPUSTAT.  BUSINESSWEEK 
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ey  manager  Ti-evor  Stewart  Bur- 
&  Jacobsen  Inc.  Among  them:  the 
eral  Reserve's  tight-money  pohcy; 
ning  real  government  spending;  biu- 
ompetitive  pressiu'es  fi-om  deregiila- 
and  globalization;  and  consumer 
ilantes"  who  hunt  down  the  best 
3S.  To  top  it  off,  U.  S.  companies 
inue  to  make  gains  in  pi'oductivity, 
;h  lead  to  lower  costs, 
ist  as  important  for  the  stock  mar- 
labor  costs  are  remarkably  sub- 
1.  Despite  the  economy's  heady  4.1% 
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gTOwth  rate  last  year,  the  employment- 
cost  index,  which  includes  wages  and 
benefits,  rose  a  mere  2.9%  in  the  12 
months  ended  in  March  of  this  year,  the 
smallest  yearly  gain  since  the  index  was 
first  compiled  in  1981.  "The  employ- 
ment-cost index  is  consistent  with  our 
forecast  for  a  deceleration  in  consumer 
inflation,  bringing  the  [consumer  price 
index]  for  1995  below  the  2.7%  rate  of 
1994,"  says  Richard  F.  Hokenson,  chief 
economist  at  Donaldson,  Lufkin  &  .Jen- 
rette  Securities  Corp. 

The  combination  of  high 
productivity  and  tepid  wage 
increases  is  pushing  corpo- 
rate profits  through  the  roof 
In  the  latest  business  cycle, 
profits  have  exceeded  the  re- 
covery in  earnings  during 
comparable  periods  by  70%., 
according  to  Hemy  Kaufman, 
who  heads  his  own  invest- 
ment firm.  With  order  books 
strong  and  exports  improv- 
ing, another  rise  in  profits  is 
likely  this  year,  albeit  at  a 
somewhat  slower  pace  than 
last  year's  40%  jump.  In  the 


fii'st  quarter,  eaiTiings  for 
the  900  companies  on 
BUSINESS  week's  Corpo- 
rate Scoreboard  rose  a 
strong  30%'  (page  122). 

Solid  corporate  earn- 
ings explain  why  stock 
market  valuations  aren't 
zany.  Equity  prices  are 
high,  but  not  unreason- 
able consideiing  the  prof- 
it boom.  Today's  price- 
earnings  ratio  of  16  on 
the  Standard  &  Poor's 
500-stock  index  is  below 
the  p-e  of  21  a  year  ago. 
Bonds  have  rallied  over 
the  past  few  months, 
with  the  yield  on  the  30- 
year  Treasuiy  bond  fall- 
ing by  half  a  percentage 
point,'  to  7.25%.  At  cur- 
rent interest  rates,  the 
s&P  500  doesn't  appear 
overvalued,  according  to 
Byron  R.  Wien,  chief 
U.  S.  equity  strategist  at 
Morgan  Stanley  &  Co. 

Ti-ue,  the  dividend 
yield  on  the  s&P  hovers 
around  2.6%-,  about  as 
low  as  it  has  ever  been, 
and'  a  sign  that  stocks 
may  be  overpriced.  In- 
stead of  liiking  dividends, 
though,  many  companies 
have  accumulated  cash 
and  engaged  in  lai-ge- 
scale  repui'chases  of  theii' 
stock — in  effect,  a  policy 
that  creates  capital  gains  for  sharehold- 
ers, which  is  capped  at  a  28%-  federal 
tax  rate  rather  than  a  top  rate  of  40%- 
for  dividends. 

TOO  ROSY?  Wliat's  more,  faced  with  bil- 
lions of  dollars  in  bills  to  pay  for  their 
children's  college  educations  and  their 
own  retirements,  an  aging  population 
is  putting  more  of  its  income  into  stocks. 
Look  at  401(k)  retirement  savings  pro- 
grams. According  to  data  compiled  by 
Access  Research,  a  pension  consulting- 
firm  in  Windsor,  Conn.,  equity  invest- 
ments make  up  19%-  of  401(k)  assets, 
up  from  10%'  in  1990.  Even  moi'e  stick- 
ing, approximately  70%  of  all  new  401(k) 
contributions  are  going  into  stocks. 

Is  all  this  too  rosy  an  outlook?  Of 
course,  economists  are  notoriously  bad 
at  forecasting  markets,  second  only  to 
doctors  and  dentists.  Still,  on  the  most 
fundamental  level,  the  U.  S.  stock  mar- 
ket refiects  the  outlook  for  the  U.  S. 
economy.  And  with  inflation  beaten  into 
the  ground  and  productivity  on  the  rise, 
the  signposts  are  pointing  to  better 
stock  times  ahead. 

By  Christopher  Farrell.  with  Jeffrey 
M.  Ladennan,  in  New  York 
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WHO  WATCHES  THE  WATCHDOG 
AT  NASDAQ? 

Critics  from  all  sides-even  from  within-say  the  market  can  no  longer  police  itself 

These  fo-ms  are  aiding  federal  probJ 
into  possible  illegalities  on  nasdaq.  Ta 
Justice  Dept.  is  investigating  allege 
collusion  to  fix  prices.  The  Securities  1 
Exchange  Commissicn  is  looking  ini 
allegations  of  endemic  late  reporting  [ 
trades  and  backing  away  from  quote 
stock  prices  by  traders.  Academics  an 
investors  have  also  questioned  the  fail 
ness  of  the  way  market  makers  eo: 
duct  business.  Indeed,  pressure  is  slo\ 
ly  building  to  transforai  NASDAQ  into 
true  national  electronic  execution  ma 
ket,  which  could  curb  many  of  the  i 
leged  abuses — and  wipe  out  much 
the  big  mai'ket  makere'  edge  over  sma 
er  firms. 

The  heightened  scrutiny  could  ali 
lead  to  historic  changes  in  the  relatio 
ship  between  nasdaq  and  the  nas 
Critics  say  the  NASD  may  have  a  confli 
of  interest:  It  not  only  owns  nasd^ 
but  also  has  a  congi-essional  manda 
as  a  privately  run  regulator  to  poliil^ 
the  market  and  its  member  firms.  "Ci 


Joseph  R.  Hardiman,  president  of 
the  NASDAQ  stock  market,  had  high 
expectations  when  he  stepped  up 
to  the  podium  in  late  March  to  intro- 
duce a  new  trading  system  for  small 
investors.  But  those  expectations  were 
soon  dashed.  Before  an  ovei-flow  crowd 
at  New  York's  posh  Inter-Continental 
Hotel,  the  press  briefing  quickly  degen- 
erated into  a  shouting  match  between 
the  NASDAQ  chief  and  dissident  nasdaq 
broker  Sheldon  Maschler 

Claiming  he  was  representing  a 
sports  publication,  Maschler  demanded 
to  ask  a  few  questions.  Hardiman  re- 
fused and  threatened  to  have  the  burly 
head  trader  of  Brooklyn-based  Datek 
Securities  Corp.  thrown  out  by  hotel 
security.  Undeterred,  Maschler  de- 
nounced Nasdaq's  domination  by  the 
clubby  big  fii-ms  and  blasted  the  orga- 
nization's executives  for  using  then'  reg- 
ulatory powers  to  drive  small  firms  out 
of  business. 

Hardiman  now  tries  to  put  a  posi- 


tive spin  on  the  embaiTassing  episode. 
While  disputing  Maschlei-'s  charges,  the 
NASDAQ  chief  insists  that  one  of  the  or- 
ganization's biggest  successes  is  treating 
all  constituencies  fairly.  "Criticism  by 
members  is  healthy,"  he  says.  "It  shows 
us  if  we  get  out  of  balance." 
STRUCTURAL  FLAWS.  The  Maschler  inci- 
dent is  symptomatic  of  increasingly  seri- 
ous management  problems  and  bitter 
internal  dissent  at  the  rapidly  gi'owing 
market  system.  At  the  root  of  Nasdaq's 
troubles  is  its  stiuctm'e:  Owned  and  op- 
erated by  the  National  Association  of 
Securities  Dealers  (nasd),  nasdaq  is  a 
gi'oup  of  neai'ly  500  market  makers  who 
trade  with  one  another  over  the  phone. 
They  advertise  offers  to  buy  and  sell 
stocks  on  thousands  of  electronic  quote 
machines  in  brokerage  offices  nation- 
wide. But  a  vocal  gi"oup  of  small  fii-ms 
alleges  that  the  market's  rules  are  de- 
signed to  boost  the  profits  of  the  lai'ge 
NASDAQ  firms  that  control  the  market — 
at  small  fii-ms'  and  investors'  expense. 


A  SQUABBLE  FOR  THE 
NEXT  HUNDRED  YEARS? 


Critics,  especially  some  small  NASDAQ  firms, 
say  the  NASD,  which  owns  NASDAQ,  abuses  its 
power.  The  NASD  says  it  runs  its  market  fairly 


CRITICS  NASD 

'  The  NASD  and  NASDAQ  boards  are  The  NASD  balances  the  interests  of  all 

controlled  by  major  firms,  which  constituents.  The  boards  have  been 

sway  policy  to  suit  their  own  interests.  adding  nonindustry  members. 

Some  small  firms  are  targets  of  unfair  The  system  is  not  unfair.  Cases  are  evalu- 

disciplinary  actions,  and  their  rights  of  ated  by  a  panel  of  peers.  Decisions  can  be 

due  process  are  violated.  appealed  to  the  SEC  and  federal  courts. 

The  NASD  retaliates  against  new  firms  Care  must  be  taken  in  letting  new  firms 

set  up  by  dissidents  by  restricting  their  into  the  business  to  make  sure  they  have 

^  activities.  enough  capital  and  experience. 

L  ^  Cv\f\f'\^XY\  hv  NASD,  along  with  major  NASDAQ  Some  small  firms  trading  on  SOES  take 

<y  market  makers,  has  tried  to  limit  trading  unfair  advantage  of  a  system  designed 

mGinbGrS  is  h63,lthV      '^^  some  small  firms  on  the  Small  Order  for  individual  investors  and  create 

^'     Execution  System  (SOES).  unnecessary  volatility  in  stocks. 

It  shows  us  if  WG  §Gt     The  NASD  should  be  split  off  from  The  benefits  of  synergies  in  combining 
nnl"  nf  h^jIpnr'A  ff        nasdaq.  That  would  end  the  conflict  of  NASD  and  NASDAQ  make  any  separation 
(JUL  Ul  UdldnCc  *  '        interest  between  the  NASD's  role  as  both  an  unwise  strategy.  The  Big  Board  and 
  JOSEPH  HARDIMAN        NASDAQ's  owner  and  its  regulator.  other  exchanges  have  similar  structures.  ! 

President,  NASDAQ  .    ,     DATA:  business  week       •  .    .  i 
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Only  the  Membership  Miles'^ 
program  gives  you  so  many 
ways  to  earn  great  rewards. 
Enroll,  and  you'll  earn  a  pro- 
gram mile  for  every  dollar  you 
charge  with  the  Card,  so  you 
can  earn  travel  ravards  faster  than  ever\ 

And  what  a  choice  Membership  Miles  gives 
you:  six  major  airlines,  five  world-class  hotel 
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chains  and  resorts,  special  Vacation  Awards, 
and  our  exclusive  Unique  Experiences. 

We'll  even  waive  the  Membership  Miles 
annual  $25  program  fee  the  first  year 

Membership  Miles: 
It's  our  way  of  saying 
thanks -every  time 
you  use  the  American 
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For  Life.  For  Living. 


To  enroll  or  to  apply  for  the  Card,  call  now:  1  800  AX-MILES  (1  800  296-4537). 
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RENAISSANCE 

Cardmembers  can  begin  redeeming  miles  once  $5,000  is  charged  on  all  enrolled  Cards.  Meiiilvrshipi  Miles  program  partners 
subject  to  change.  Some  Corporate  Cards,  Optima'''''  Cards  and  Cardmembers  with  foreign  addresses  may  not  be  eligible  for  enrollment. 

The  fee  for  some  Corporate  Cards  may  be  $50,  and  terms  may  vary. 
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)r  a  Global)^  PC&C? 

With  an  AT&T  Globalyst,  people  are  free  to  work  together: 

time.  Any  place.  Any  way  they  want. 
That's  what  Personal  Computing  and 
]ommunications-PC&C-is  all  about.) 


AIXT  Globalyst  features  at  no  extra  cost: 

□  MessageFlaslVVMailFlash"':  send  key 
messages,  e-mails  to  alphanumeric  pagers. 

□  AT&T  Vistium'"  Share  Software:  allows 
real-time  collaboration  with  others  on  live 
Windows™  files- even  if  you're  miles  apart. 


AT&T  Virtual  Workplace "  features:  hardware 
software,  communications  and  24 
hour  support  for  mobile  users. 

□  Call  1  800  44T1124ext.  1082 
for  more  info,  or  e-mail  us  on  the 
Internet:  pcc.infb@daytonoh.attgis.com 


Intel  Pentium"' 01-486  •  Clock  speeds  from  50MHz-100MHz 
4  PCMCIA  Slots  •  4MB-192MB  Memory  •  540MB-2GB  Hani  Disk 


confuting  and  communications  together 
'p you  get,  move  and  use  information. 


ATsT 

Global  Information 
Solutions 


Finance 


gress  has  created  an  entity  that  has 
more  power  than  a  king,"  says  Robert 
C.  Beers,  a  former  nasd  enforcement 
attorney  now  in  private  practice. 

Managing  the  nasd's  vast  an-ay  of 
constituencies  may  be  a  nearly  impos- 
sible job.  In  the  past  two  decades,  the 
market  has  ballooned  ft'om  a  backwa- 
ter for  the  stocks  of  emerging  compa- 
nies to  the  world's  second-largest  stock 
market,  trading  321  million  shares  of 
4,900  listed  companies  daily. 
NASD  oversees  5,429  fiiTOS  and 
489,000  brokers  (chart,  page 
109).  "The  question  is  being 
raised  if  the  governance  stinc- 
tui'e  has  kept  pace  with  the  ex- 
panded responsibilities,"  Har^ 
diman  concedes. 

To  forestall  govemment-im 
posed  reforms,  the  nasd  last 
November  appointed  an  inde- 
pendent panel  headed  by  for- 
mer New  Hampshire  Senatoi- 
Warren  B.  Ruclman  to  stud\' 
the  market's  organization  and 
governance.  Hai-diman  acknowl- 
edges that  the  committee  is 
considering  some  radical  pro- 
posals, including  spinning  the 
mai'ket  off  fi-om  the  nasd.  Rud- 
man  declined  to  discuss  specif- 
ics but  said  the  study  should 
be  completed  this  summer. 
BIG  LOSERS.  To  its  critics,  noth- 
ing better  symbolizes  the  nasd's  preoc- 
cupation with  protecting  big  market 
makers  than  the  events  that  led  up  to 
the  development  of  the  new  system — 
dubbed  Aqcess — which  Hardiman  inti'o- 
duced  at  the  March  press  conference. 
It  started  with  the  1987  market  crash, 
wliich  pi-ompted  the  nasd  to  force  mar- 
ket makers  to  conduct  trading  on  the 
httle-used  Small  Order  Execution  Sys- 
tem (SOES).  The  system,  which  guaran- 
teed electronic  execution  of  trades  up  to 
1,000  shares,  was  seen  as  a  way  to  pro- 
tect investors  fi-om  devastating  market 
failures  such  as  the  crash,  when  bro- 
kers refused  to  answer  telephones. 

While  designed  for  small  investors, 
savvy  dealers  at  some  smaller  nasd 
firms  figured  out  that  they  could  make 
tidy  profits  by  using  SOES  to  trade 
shares  when  dealers  failed  to  update 
their  prices.  The  losers  often  were  big 
market  makers  that  weren't  paying 
enough  attention  to  price  changes  by 
rivals  in  the  same  stocks. 

Wlien  the  large  firms  woke  up,  they 
stnack  back  at  traders  they  derisively 
labeled  "SOES  bandits."  The  nasd  passed 
a  series  of  rules  that  hurt  these  sOES 
firms — and  investors  as  well — by  limit- 
ing market  makers'  obligation  to  fill  or- 


ders on  SOES.  Swayed  by  the  nasd's  ar- 
guments that  SOES  fu-ms  disiupted  the 
mai-ket  overall,  the  sec  loibber-stamped 
many  of  the  changes.  Some  sec  officials 
now  regret  its  action.  "We  took  a  sys- 
tem that  wasn't  perfect  and  messed  it 
up  even  more."  concedes  sec  Commis-' 
sioner  Richard  Y.  Roberts. 

Over  the  next  few  years,  the  nasd 
fought  a  series  of  pitched  battles  with 
the  SOES  fii-ms  to  restrict  their  trading 


4  4  The  entire  NASD 
process  has  mutated 
into  a  special  agenda  of 
a  few  large  firms  ^  ^ 

—  .\LAN  DAVIDSON 
President,  Zeus  Securities 

on  SOES.  The  courts  and  the  sec,  which 
began  to  take  a  haixler  line,  ruled  in  fa- 
vor of  the  SOES  firms.  Hardiman 
staunchly  defends  the  nasd's  steps. 
Some  films  "were  taking  advantage  of  a 
system,"  he  says.  "We  thought  it  was 
inappropriate." 

The  new  version  of  SOES,  Aqcess,  is 
supposed  to  satisfy  everyone's  com- 
plaints. The  proposed  system  offers  ex- 
ecution for  orders  of  up  to  3,000  shares 
and  is  being  promoted  as  the  first  cen- 
tral electronic  mai'ket  dedicated  to  small 
investors.  Hardiman  says  most  NASD 
member  fii'ms  support  Aqcess.  But  it's 
already  under  fire  for  giving  firms  a 
loophole  to  not  always  make  good  on 
their  quotations.  "Aqcess  is  the  strong- 


est evidence  that  nasd  is  not  tryi 
hard  to  act  in  the  public's  interes 
says  Rutgers  State  University  of  N( 
Jersey's  finance  professor  David  Wh 
comb.  "It's  just  trying  to  put  forwarc 
cleverly  designed  system  vdth  minin 
change." 

NO  CHOIRBOY.  The  SOES  fight  is  hare 
the  only  contentious  issue.  Many  smj 
er  members  claim  the  nasd's  discif 
nary  mechanism  is  biased.  Take 
treatment  of  Maschler's  Dat( 
Maschler  admittedly  is 
choii-boy.  He  made  a  fortune 
iiotorious  First  Jersey  Sect 
ities  Inc.  and  has  a  disciplinj 
record  dating  back  to  1977. 

Still,  the  nasd's  treatment 
his  firm  raises  questions. 
1992,  it  suspended  Datek  fi»( 
trading  for  six  months  aft  • 
finding  that  Maschler  violat 
some  of  the  rules  designed  [ 
curb  SOES  firms.  But  the  s| 
found  that  two  of  the  thr 
members  of  the  disciplina 
panel  worked  at  firms — Sm' 
Barney,  Harris  Upham  a 
Shearson  Lehman  Brothers 
that  wer'e  involved  as  marl 
maker's  in  20%  of  the  tr-ans; 
tions  at  issue.  The  conflict 
interest  led  the  commission 
overturn  the  sanction.  Mast 
ler  now  is  suing  the  nasd  anci 
half  dozen  major  Wall  Sti'eet  fii-ms,  se( 
ing  $24.6  million  in  damages.  Maschk 
backgi'ound  "doesn't  give  license  to  t 
nasd  to  act  improperly,"  says  Beers,  t 
for-mer  nasd  attorney.  Hai"diman  declir 
comment  because  of  the  htigation. 

A  less  visible  tool  wielded  by  ti 
NASD  against  dissidents  and  associates! 
SOES  fii-ms  is  the  "restriction  letter"- 
document  that  dictates  terms  of  ope: 
tion  for  new  and  expanding  firms.  Ty 
cally,  a  firm  with  $125,000  in  capital^ 
allowed  to  make  markets  in  the  sto(| 
of  50  companies.  But  the  mles  seemi 
change  for  mavericks.  Take  Big  Bosj 
member  Domestic  Securities  Inc.  It  }| 
a  nine-year  track  record  and  a  healt| 
$1  million  in  capital,  but  its  affilin 
company,  All-Tech  Investment  Gro| 
Inc.,  fought  the  nasd's  efforts  to  reiniA, 
soES's  use.  When  Domestic's  new  NAiK 
membership  became  effective  in  rnJV 
1994,  the  fir-m  was  approved  for  makip' 
markets  in  only  50  stocks.  A  month  l| 
er.  Domestic  applied  to  increase  tij 
number  and  hasn't  gotten  an  answl 
yet.  "This  is  clear-ly  retribution  becai 
of  All-Tech's  criticism  of  NASD,"  s; 
Hai'vey  I.  Houtkin,  head  of  both  firn 
Hardiman  says  the  association  has 
be  careful  in  admitting  new  firms 
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Now  available 
in  a  notebook. 


^^j^  Power  and  portability  are  no  longer  mutually  exclusive.  Now  you  can  have  both  with  an  Intel 
Pentium*  processor-based  notebook.  In  fact,  all  of  today's  most  demanding  desktop  software 
?ent'M.'71'  including  office  suites,  multimedia  and  3-D  graphics,  now  runs  just  as  great  on  your  notebook. 
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How  do  you  know  if  your  company's  performance 
meets  your  corporate  goals? 

You've  developed  a  powerful  corporate  strategy  to  make 
your  company  more  competitive.  But  how  do  you  know 
if  your  strategy  is  being  deployed  throughout  your 
organization?  How  do  you  know  if  your  people  are 
working  towards  your  goals? 

Fortimately,  there  is  a  way  to  gauge  how  well  you  are 
doing — through  performance  measures  and  the  help  of 
Arthur  Aiidersen,  the  worldwide  leader  in  performance 
measures  and  author  of  the  acclaimed  book  Vital  Si^ns. 

Using  the  proprietary  Global  Best  Practices'''^  knowledge 
base,  Arthur  Andersen  professionals  will  share  successful 
performance  measurement  processes  used  by  the  world's 
finest  companies.  Tlie  insights  gained  can  open  up  your 
company  to  greater  innovative  thinking,  provide  models  for 
change,  and  save  you  time,  money  and  other  vital  resources. 

Your  Arthur  Andersen  professionals  will  then  work  with 

©1995  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 


you  to  develop  your  own  performance  measures,  tailored 
expressly  for  your  company.  Tliey' 11  assist  you  in  implemen 
ing  them  so  change  will  happen — and  the  change  will  etidut  i 

Find  out  how  you  can  help  your  company  vault  above 
the  competition.  To  leam  more  about  Arthur  Andersen 
and  performance  measures,  call  1-800-890-7062. 
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e  sure  they  have  enough  capital  and 
srience.  "We  use  those  restrictions  to 
ect  the  public,"  he  says. 
Dme  dissidents  are  trying  to  force 
.ge  from  within.  Alan  L.  Davidson, 
ident  of  tiny  Zeus  Securities  Inc. 
ericho,  N.Y.,  tried  in  1993  to  get 
ed  to  the  nasd's  board  of  governors 
1  New  York  District  10.  His  plat- 
i  was  to  break  up  the  big  market 
ers'  domination  of  the  association's 
ership.  Among  other  things,  Dav- 
n  questioned  a  Bi^BaMHBi^^ 
ch,  1993,  bylaw 
ndment  that  let 
Doard,  rather  than 
ibers,  approve  key 
changes.  The 
)  says  the  amend- 
i  brought  it  in  line 
other  markets 

as  the  New  York 
k  Exchange.  But 
idson  fumes  that 

power  is  beii  g 
entrated  even 
i  in  the  board." 
le  30-year  Wall 
et  veteran  ruffled 

nasd's  feathers 
1  he  challenged  its  handpicked  can- 
te,  Dennis  C.  Hensley,  a  managing 
;tor  at  J.  P.  Morgan  Securities  Inc. 
a  former  nasd  deputy  general  coun- 
rhe  five-member  District  10  nomi- 
ig  committee,  including  executives 
I  Merrill  Lynch  &  Co.  and  First 
hattan  Co.,  sent  out  a  letter  on  a 
)  letterhead  slamming  Davidson  and 
ig  members  to  vote  for  the  com- 
ee's  nominee.  But  Davidson  still 
d  up  with  40%  of  the  vote.  "The 
•e  NASD  process  has  mutated  into 
ecial  agenda  of  a  few  large  fiiTns," 

Davidson. 

ofazed,  Davidson  launched  the  Inde- 
lent  Broker-Dealer  Assn.  He  ex- 
5  to  double  the  group's  membership 
)0  by  yearend.  Growth  would  be 
r,  he  says,  but  for  the  fear  of  smaU 
5  that  they  would  face  retribution 

the  NASD  or  other  firms.  "Small 
5  feel  the  nasd  will  retaliate.  They 
iate  in  ways  that  are  never  put  in 
ing,"  says  Joseph  Mays,  a  former 
)  examiner  and  now  a  consultant, 
•essures  from  inside  and  outside  are 
aning  to  force  the  nasd  to  make 
ges.  Earher  this  year,  the  nasdaq 
i  increased  the  number  of  outsiders 

two  to  five.  More  than  a  third  of 
nasd's  29-member  board  is  from 
de  the  securities  business, 
it  these  moves  aren't  enough  to 
;tall  further  pressure  for  change, 
dally  on  the  nasd's  tight  hnkages 


Fast  Growth. 
Maybe  Too  Fast 

Critics  say  booming  volume 
has  strained  NASDAQ  management 


with  NASDAQ.  NASD  supporters  point  out 
that  the  New  York  Stock  Exchange  and 
other  exchanges  have  a  similar  com- 
bined organization.  "But  the  legitimacy 
of  those  markets  isn't  being  investigated 
by  the  Justice  Dept.  and  sec,"  says  Jun- 
ius W.  Peake,  a  former  nasd  vice-chaii'- 
man  and  professor  at  the  University  of 
Northern  Colorado. 

CHINESE  WALL?  Some  academics  advo- 
cate separating  nasdaq  from  the  nasd. 
That  would  allow  the  nasd  to  perfoi-m 
■■■■■■HHHHB  its  regulatory  function 
without  having  to 
serve  the  interests  of 
NASDAQ's  membership. 
"There  should  be  a 
separation,"  says  Dale 
A.  Oesterle,  a  profes- 
sor at  the  University 
of  Colorado  School  of 
Law.  "Otherwise  it's 
hard  to  get  a  market 
operating  in  the  best 
interest  of  customer." 
Hardiman  disputes  the 
proposal,  saying  the 
system  would  lose 
synergies. 

The  Rudman  com- 
mittee likely  won't  recommend  anything 
as  radical  as  a  spin-off  but  it  might 
suggest  a  Chinese  Wall  between  the 
nasd  and  nasdaq  members — particu- 
larly the  influential  major  firms.  One 
option  under  study  is  to  separate  man- 
agement of  the  two  organizations,  which 
currently  are  both  run  by  the  same 
senior  executives.  Another  is  to  move 
NASDAQ's  headquarters  from  Washington 
to  New  York.  But  given  the  number 
of  Rudman  committee  members  with 
close  ties  to  the  association,  many  skep- 
tics doubt  the  panel  will  propose  much 
more  than  increasing  independent  board 
membership  to  50%. 

More  pressure  is  likely  to  come  from 
the  SEC.  It  was  embarrassed  when  Jus- 
tice launched  its  price-fixing  probe.  And 
the  commission's  recent  aggressiveness 
suggests  it  no  longer  nibber-stamps  pro- 
posals the  nasd  sends  over  for  approv- 
al— especially  those  that  could  hurt 
smaller  firms  or  investors.  The  sec 
might  even  become  sufficiently  filled  up 
to  force  the  ultimate  refoiTn:  transform- 
ing NASDAQ  into  a  fully  electronic  system 
with  automatic  execution  to  all  inves- 
tors. Market  makers  would  no  longer 
do  trades  over  the  phone  and  make 
money  by  keeping  spreads  suspiciously 
wide.  NASDAQ  would  at  last  become 
what  it  has  always  claimed  it  ah-eady 
was:  the  stock  market  of  the  future. 

By  Micimel  Schroeder 
in  Washington 


Performance 
Measures: 
Your  Standards 
For  Success 

Never  has  it  been  more  vital 
for  a  company's  management  to  ask: 
"Are  we  acliieving  our  corporate 
objectives?"  "Are  we  reaching  our 
goals  for  customer  satisfachon?"  Or 
more  simply:  "How  are  we  doing?" 

Tlie  answers  can  be  found  in  a 
company's  performance  measures. 
As  vital  signs,  they  commimicate 
what's  important  throughout  an 
organization:  the  corporate  strategy 
from  top  maiiagement  on  ciown, 
process  results  from  lower  levels  on 
up,  plus  control  and  improvements 
witnin  processes.  Perfonnance 
measures  teU  people  what  and  how 
they're  doing  as  part  of  the  whole. 

The  benefits  of jDerformance 
measures  are  clear.  The  first  is 
customer  safisfacfion:  With  perfor- 
mance measures  based  on  product 
characteristics  or  service  attributes 
needed  to  satisfy  customers,  a  com- 
pariy  will  always  know  its  progress 
toward  remaining  compefifive. 

Other  benefits?  The  right 
perfonnance  measures  make  process 
improvement  not  just  possible  but 
continuous.  You  can  anticipate 
problems  before  they  actually  occur. 
Performance  measures  help  break 
down  barriers  between  "functional 
silos"  and  drive  successfiil  change 
throughout  an  organization. 

Performance  measures  also 
makepossible  "management  by 
facts.'  These  perfonnance  measures 
can  provide  the  information 
needed  to  compare  your  company's 
performance  with  other  companies' 
performance.  Arthur  Andersen 
professionals  utilize  the  Global  Best 
Practices- ''^  knowledge  base  to  explore 
performance  measurement  processes 
used  by  the  world's  finest  companies. 
This  can  give  you  a  quanfiun  leap 
of  creativity  into  insights,  new  ideas, 
and  models  for  meaningful  change. 

Done  right,  performance 
measures  can  help  everyone  in  a 
company  focus  on  the  right  things. 
In  the  right  place.  At  the  right  time. 

Arthur 
Andersen 

Arthur  Andersen  &  Co.  SC 


'D1995  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC. 
All  rights  reser\'ed- 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 


IVAX  MAY  KEEP 
FOILING  THE  SHORTS 

So  far,  short-sellers  have  been  disap- 
pointed in  Ivax  (ivx).  The  stock, 
which  has  one  of  the  lai'gest  short  inter- 
est on  the  American  Stock  Exchange, 
has  been  on  the  rise,  oddly  enough — 
climbing  to  25  from  17  in  late  December 
And  they  are  likely  to  continue  to  be 
fiTistrated.  What's  the  scoop?  Ivax,  the 
nation's  lai'gest  generic-chiigmaker,  may 
be  merger-bound,  whisper  some  of  the 
pros.  They  ai-e  convinced  that  basf,  the 
German  chemical-and-pharmaceutical  gi- 

GOOD  CHEMISTRY  WITH  BASF? 


1996  Est 

$1.43 


IVAX 
STOCK  PRICE 

WEEKLY  CLOSE 


DEC  12,  '94 


1995  Est 

$1.15 

1994 

770 

1993 

$1.17 

1992 

690 


ADOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  ZACKS 
INVESTMENT  RESEARCH 

ant,  will  soon  acquire  20%  to  25%  of 
Ivax.  That,  says  one  New  York  money 
manager  who  has  been  accumulating 
shai'es,  could  ultimately  lead  to  a  mer- 
ger. In  such  a  deal,  Ivax  could  be  worth 
50  a  share,  he  estimates. 

Ivax  Chairman  Philip  Frost,  who  was 
scheduled  to  meet  with  basf  top  brass 
in  Germany  in  early  May,  would  not 
confirm  or  deny  any  such  speculation. 
He  noted,  however,  that  Ivax  and  BASF 
had  formed  a  joint  venture  in  late 
March  to  sell  geneiic  dnigs  in  Europe. 

The  joint  ventiu'e,  Knoll  Noiton,  will 
initially  ojjerate  in  Geimany.  (basf  sub- 
sidiary Knoll  is  a  major  phamiaceutical 
player  in  Europe,  while  Ivax'  Norton 
Healthcare  is  No.  1  in  generic  drugs 
in  Britain.)  basf  couldn't  be  reached 
for  comment. 

Some  analysts  believe  that  Ivax  is 
undei-valued  just  in  terms  of  its  existing 
business.  David  Saks  of  Gruntal  &  Co. 
says  the  stock  could  well  rise  to  the 
low  30s  this  year  and  42  next  year, 
even  without  a  merger.  He  notes  that 
the  Food  &  Ding  Administration  re- 
cently approved  Cefaclor — the  seventh 
FDA  approval  for  Ivax  so  far  this  year 


and  easily  the  most  significant.  Cefa- 
clor is  the  generic  equivalent  of  Eh  Lil- 
ly's Ceclor,  an  antibiotic  used  to  treat 
certain  respfratory,  urinaiy,  skin,  and 
ear  infections. 

Cefaclor  will  be  "a  blockbuster  for 
Ivax,"  says  Saks,  who  estimates  it  could 
add  sales  of  $50  miUion  its  fii'st  year. 
Lilly's  Ceclor  generated  worldwide  sales 
of  $812  million  in  1994. 

Cefaclor  sales  will  start  showing  up  in 
Ivax'  second-quarter  results,  figures 
Saks.  He  notes  that  Ivax  has  35  gener- 
ics and  several  proprietaiy  products  still 
in  its  pipeline.  Ivax  also  makes  and  sells 
personal-care  and  diagnostic  products. 

Another  bullish  factor:  Frost's  undy- 
ing romance  with  Ivax  stock.  He  has 
accumulated  13  million  shares — 12%-  of 
the  outstanding  stock.  Frost  isn't  fazed 
by  the  short-sellere'  interest.  "I  like  it — 
because  they  will  have  to  scramble  and 
cover  [theif  short  positions]  when  moi"e 
good  news  rolls  in." 

HEADS  IN  THE  SAND 
-AS  GYRK  SINKS 

Remember  Cyi'k  International  (cyrk)? 
On  Nov.  28,  this  column  reported 
that  some  big-money  pros  were  heavily 
shorting  the  stock.  Cyrk  shares  were 
then  trading  at  40,  and  the  shorts  were 
convinced  the  stock  would  collapse  to 
10  in  a  year.  Boy,  were  they  right.  By 
May  2,  the  stock  had  afready  plummet- 
ed to  U'A. 

Is  the  big  decline  finished?  Hardly. 
The  short-sellers,  including  Cai"l  Icahn, 
who  is  said  to  have  made  $10  milhon 
on  his  position,  are  betting  that  the 
stock  will  fall  to  less  than  5.  They  be- 
lieve Cyrk,  which  designs  and  makes 
products  such  as  baseball  caps  and  T- 
shirts  for  use  in  promotional  cam- 
paigns, will  be  in  the  red  by  the  second 
half  of  the  year. 

Did  the  analysts  ignore  what  had 
become  obvious  to  the  shorts?  One  an- 
alyst who  kept  on  projecting  bullish 
results  for  Cyrk  was  John  Weiss  of 
Montgomery  Securities,  which  was  the 
sole  undei-viriter  of  Cyi'k.  (On  Dec.  1, 
Montgomeiy  Securities  issued  a  secon- 
daiy  offering,  of  2.5  milhon  shares,  to 
the  public  at  36.)  As  late  as  May  2,  the 
day  the  stock  dropped  18%  in  one  ses- 
sion, Weiss  sent  out  a  fast  report — 
with  a  "buy"  recommendation  on  Cyrk. 
He  conceded  that  fii'st-quarter  earn- 
ings of  5(Z  a  share  "were  below  our 
15c-to-20t'  estimate."  One  reason:  Or- 
ders from  its  one  major  client,  Phihp 


Morris,  were  significantly  below  his 
rosy  expectations. 

Even  so,  Weiss  doesn't  see  Cyrk  los- 
ing money.  He  says  Cyrk  expects  a  pur- 
chase order  from  a  large  company  in 
May.  But  he  has  slashed  his  second- 
quaiter  eaiTiings  estimate  from  a  lofty 
500  to  30  a  shai-e.  And  for  all  of  1995,  he 
pai'ed  his  estimate  of  $3.15  to  600.  Icalm 
and  the  shorts  are  unimpressed.  They 
think  he'll  be  dead  wrong  again. 


FALLEN  ANGELS 
TO  RESURRECT 


Notwithstanding  the  market's  climb  to 
record  highs,  investment  manager 
Tony  Spare  finds  that  bargains  still 
aboimd.  Several  of  his  picks  are  "fallen 
angels" — foiTner  growth  stocks  that  di& 
appointed  the  Street  and  that  have 
hardly  budged  in  the  bull  market.  He 
has  been  snapping  up  shares  of  Bris- 
tol-Myers Squibb  (BMY),  Tambrands 
(tmb),  and  Dun  &  Bradstreet  (rnd) 

Spare  considers  Bristol-Myers,  cur- 
rently trading  at  66,  to  be  way  under- ^ 
valued.  Seen  by  analysts  mainly  as  a 
dnig  company,  Bristol-Myers  is  also  si 
"diversified  inteniational  consumer-prod-j 
ucts  company  that's  well-positioned  for 
strong  growth  worldwide,"  insists  Spare.! 
Its  balance  sheet 
remains  strong,  he 
adds,  and  recent 
earnings  disap- 
pointments "have 
masked  its  excel- 
lent cash  flow  and 
leading  market- 
share  position  of 
its  many  prod- 
ucts." He  sees  the 
stock  hitting  75  in 
a  year 

The  Tambrands 
line  of  feminine- 
protection  products,  says  Spai'e,  "ranks 
veiy  high  in  market  share  worldwide." 
He  feels  encoui'aged  by  a  strong  bal- 
ance sheet  and  by  a  record  of  47  years 
of  steadily  increasing  dividends.  He 
thinks  the  stock,  now  trading  at  43,  is 
also  cheap — and  wiO  rise  to  55  during 
this  year 

Dun  &  Bradstreet  has  made  its 
name,  notes  Spare,  on  the  strength  ol 
publishing  and  financial-database  opera- 
tions worldwide.  The  stock  is  but- 
tressed, he  says,  by  a  strong  cash  flow 
and  high  dividend  yield — of  5%.  His  tar- 
get foi-  the  stock,  now  priced  at  52,  foi 
the  year  is  60. 


SPARE:  Bargn  ins 
galore,  even  in 
this  hull  market 
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Introducing  Select  Edition  Pre -Owned  Jaguars 

Just  as  the  gardens  were  tended,  the  marble  polished 
and  the  pools  filtered,  these  Jaguars  have  been  pampered, 
groomed  and  coddled. 

Superb  condition,  however,  is  merely  the  starting 
point.  To  be  eligible  for  sale  as  a  Select  Edition  vehicle, 
a  Jaguar  must  pass  our  rigorous  120-poinl  inspection 
and  meet  strict  age  and  mileage  criteria. 


Certification 

Factory  Warranty 

Value 

12()-]ioinl  mechanical 

6  yeai  s/75.000  miles 

Recent  model  years  with 

and  cosmelic  inspection. 

from  original  purchase* 

low  mileage.** 

The  Select  Edition  program  offers  exceptional  values 
on  exceptional  Jaguars.  Which  means  that  for  a  reason- 
able price,  you  can  drive  away  in  a  fully  certified  Jaguar 
with  the  added  assurances  of  a  factory  warranty  and 
free  24-hour  Roadside  Assistance! 

Have  you  ever  imagined  a  Jaguar  parked  in  front  of 
your  home?  Well,  now  you  can  put  it  there  for  real. 

For  more  information,  call  1-800- 4-JAGUAR. 
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Information  Processing 


TELECOMMUNICATIONS 


CAN  AT&T  GET 
THROUGH  TO  JAPAN? 

The  American  giant  is  finally  making  a  serious  push 


Within  houi's  of  the  earthquake 
that  sti-uck  Kobe  last  Jan.  17, 
technicians  at  the  netwoi'k  con- 
tr'ol  center  of  Japan's  national 
phone  company,  Nippon  Telegraph  & 
Telephone  Coip.,  had  to  cope  with  a  tor- 
rent of  Kobe-bound  phone  calls — more 
than  50  times  noimal  levels.  Fortunately, 
.n'IT's  damage-control  experts  liad  a  new 
tool:  ATi'T  had  installed  a  $110  million 
system  with  foiu'  giant  video  screens  dis- 
playing color-coded  network  maps  that 
allowed  fi-antic  managers  to  quickly  find 
solutions.  "I  shudder  to  think  how  much 
worse  it  would  have  been  without  the 
new  system,"  says  Minora  Mat.suoka,  a 
du'ector  of  international  prociu'ement.  "It 
fimctioned  extremely  w-ell." 

Those  words  must  be  sweet  for  AT&T, 
which,  since  enteiing  Japan  in  the  early 
1980s,  has  gotten  almost  nowhere.  It 
tried  selling  plain-vanilla  telecom  gear, 
let  infighting  break  out  among  its  busi- 
ness units,  and  launched  a  hodgepodge  of 
joint  ventures.  Worse,  at&t  did  little  to 
fight  market  barriers.  The  result:  It's 
thii'd  in  phone  switches  behind  Northern 
Telecom  Ltd.  and 
L.  M.  Ericsson,  and, 
say  analysts,  it  could 
be  outgimned  by 
British  Telecommuni- 
cations PLC  in  data 
networks. 

Clearly  AT&T  has 
immense  potential. 
No  single  competitor 
can  offer  Japanese 
customers  the  U.  S. 
giant's  state-of-the- 
art  technology  and 
globe-spanning  net- 
W'ork  services.  Just 
ask  a  Japanese  engi- 
neer. Michiyuki  Ue- 
nohara,  an  executive 
adviser  at  .\EC  Coip. 
who  spent  10  years 
learning  the  high- 
tech ropes  at  Bell 
Laboratories,  can't 
quite  hide  his  plea- 


sure at  AT&T's  newfound  sense  of  mis- 
sion about  Japan,  despite  the  added 
competition.  "I  think  they  are  getting 
themselves  back  on  track,"  he  says. 

The  phone  giant  decided  to  get  seri- 
ous about  Japan  last  October  That's 
when  CEO  Robert  E.  Allen  dispatched  a 
31-year  company  veteran,  Louis  C. 
Golm,  to  Tokyo  to  clean  house.  Golm,  53, 
had  previously  been  in  charge  of  mar- 
keting AT&T  network  services  to  U.  S. 
businesses,  and  he  is  the  Mghest-i'anking 
corporate  officer  ever  to  lead  Japan  op- 
erations. His  orders:  Knit  a  cohesive 
team  from  disparate  divisions — including 
the  former  ncr  Japan,  which  dwarfs 
.AT&T's  other  subsidiaries — and  customize 
offerings  for  Japanese  needs. 
"BODY  LANGUAGE."  If  anyone  can  ac- 
complish such  a  transformation,  at&t 
watchers  think  it's  Golm.  For  starters, 
he  has  clout  at  .at&t's  Basking  Ridge 
(N.J.)  headquarters.  Colleagues  also  say 
his  maimei' — that  of  a  kindly  liigh  school 
principal — goes  over  well  with  Japanese 
customers.  Granted,  he  cannot  speak 
Japanese  and  has  no  previous  interna- 


GOLM:  Quietly  stepping  up  pressure  tu  open  itiurkets 


custom  chiijii' 
process  voice  1^- 
for  cordle 
phones 


tional  experience.  But_  Golm  seems 
tuned  to  local  cultural  quirks.  "It 
ways  impresses  me  the  way  he  pici 
up  on  Japanese  body  language,"  saysj 
key  Japanese  executive  at  AT&T  Japa|l 

Whatever  his  strengths, 
they  seem  to  be  work-  y 
ing.  AT&T  sold  104  of  Partnersti 
its  powerful  model  ^.j^h  Sani 

3600  parallel  comput-        Electric  to  dl 
ers  last  year,  at  $1 
milhon  to  $10  million 
a  pop,  to  customers 
such  as  Japan's  top 
credit-card  company,  jcb 
International,  and  Nomura 
Securities'  research  arm.  Another  sal 
highlight:  AT&T  chips  that  process  voi« 
signals  and  record  messages.  They  a 
in  2  million  cordless  phones  made 
Tottori  Sanyo  Electric  Co. 
AT&T  recently  proposed 
a  chip  to  Tottori  San- 
yo for  voice-activat- 
ed dialing. 

If  there's  a  ques- 
tion mark  over 
Golm,  it's  whether 
he'll  take  on  Japanese 
bureaucrats.  AT&T  has 
aKvays  been  the  nice  guy 
among  foreign  companies  in  Japj|, 
"They  have  no  sense  of  going  for  t 
jiig^ilar,"  says  one  at&t  insider.  But  gi 
ting  tough  can  pay  off.  Motorola  Ii 
lobbied  loudly  against  barriers  in  t 
1980s  and  offended  Japanese  officii 


Licensing 
technology  t 
enables  voi|' 
and  data  to  be 
down  a  phone 
simultaneot 


Tr; 
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iivision, 
irlyNCR, 
omputers 
related 
ipment 


and  execu- 
tives— but  won 
nearly  a  quarter 
of  the  mobile-phone 
market. 

ilm  says  at&t  doesn't  plan  to  take 
an  aggressive  stand:  "I  don't  ex- 
to  succeed  here  by  vi^alking  across 
treet  and  asking  Ambassador  [Wal- 
Mondale  to  sell  my  products  foi- 
he  says.  But  behind  the  scenes, 
is  applying  pres- 

Motorola  offi- 

say  AT&T  has 


Partnership 
with  KDD  and  NTT, 
the  Japanese  phone 
carriers,  offering 
network  services 
to  multinational 
companies 


AT&T 


How  it's  building  a 
team  in  Japan 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK 

is  known 


i  in  consultations 
Washington 
i    wonks,  and 

S.  Fukushima, 
Japan's  director 
iblic  policy  and 
:et  development 
a  former  deputy 

Tr-ade  Representative 
ti-ade  hawk. 

ght  now,  AT&T  is  asking  the  U.  S. 
e  Representative  to  come  down 
on  Japan  in  talks  scheduled  for 
AT&T  says  NTT  has  refused  to  open 
lidding  for  a  new  mobile-phone  sys- 
tem called  PHS — which  is 
similar  to  the  Person- 
al Communications 
Service  setup  be- 
ing planned  for 
the  U.S.— after 
Japan  agreed  to 
procurement  pro- 


cedures   with  the 
U.  S.   last  October. 
AT&T    is  designing 
switches  for  phs  with 
Nagoya-based  Nippon- 
denso  Co.  and  wants  into  a  mar- 
ket that  analysts  say  will  be 
worth  over  $600  million  by  1997. 

Golm's  toughest  challenge 
may  be  integi'ating  the  opera- 
tions of  the  former  NCR,  pur- 
chased by  AT&T  in 
1991  for  .$7.5  billion  and 
renamed  the  Global  Infor- 
mation Solutions  Div.  (Gis). 
NCR  Japan,  with  a  75-year 
histoiy  in  the  country  and 
its  own  Tokyo  Stock  Ex- 
change listing,  is  about  as 
Japanese  as  an  Ameri- 
can company  can  get. 
It  has  5,000  employ- 
ees, vs.  the  600  or  so  who  work 
for  the  rest  of  at&t  in  Japan. 

There's   little  coordination 
right  now.  Gis's  Japanese  execu- 
tives are  still  hsted  in  a  separate 
AT&T  directory  and  work  in  a  differ- 
ent building.  Woi-se,  their  pay  ranks 
in  the  bottom  third  of  for- 
T  eigii  executives  in  Ja- 


▼ 

ng  with 
on  the 
jneration 
mputer 
lips 


Joint  venture 
with  Industrial 
Bank  of  Japan,  Fujitsu, 
Hitachi,  and  KDD 

to  offer  data 
links  and  Internet 


pan.  Other  at&t  em- 
ployees rank  in  the 
top  quarter.  It  does 
not  help  that  Gis  is 
coming  off  tough 
times.  NCR's  biggest 


TOKYO  TRADE  SHOW:  AT&T  has  huge 
potential — and  tiny  market  share 

business  had  been  automated  teller-  ma- 
chines, and  when  Japan's  economic  bub- 
ble burst  in  1990,  sales  plunged.  With 
taxable  income  of  $54  million  in  1993, 
GIS  sank  to  No.  42  among  for-eigTi  corpo- 
rations in  Japan,  from  No.  19  in  1992. 
Hideaki  Takahashi,  head  of  Gis,  is  re- 
versing the  decline  with  sales  of  client- 
server  computer  networks.  Revenues 
edged  up  7%  last  year,  to  $1.16  billion. 

Next,  Golm  wants  to  forge  links  be- 
tween GIS  and  other  at&t  businesses 
in  Japan.  Those  units  might  snag  some 
significant  or'ders  if  they  gain  access 
to  the  old  NCR  accounts,  which  include 
top  banks  and  retailers.  Granted  such 
synergies  have  not  occurred  in  the 
U.  S.,  but  Golm  says  he'll  make  them 
happen.  "Part,  of  my  coming  her-e  was  a 
clear  statement  by  Bob  Allen  that  this 
is  our  fundamental  strategy,"  he  says. 
"I  don't  think  anybody  at  at&t  misses 
that  point." 

MAJOR  PRESENCE.  Just  in  case,  Golm 
installed  himself  in  the  Gis  building.  The 
troops  are  starting  to  get  the  message. 
GIS  recently  joined  two  other  units  in  a 
business  to  fur-nish  phone  centers  for 
distribution  and  service  units  of  corpor-a- 
tions.  Tlie  business  supplies  equipment — 
GIS  workstations  and  private  branch  ex- 
change switches — and  plans  to  add 
operators  trained  and  em- 
ployed by  AT&T's  phone  ser- 
^  vices  division.  Bell  Labs, 

too,  is  in  on  the  synergy: 
It  just  melded  its  wire- 
less computer-  technolo- 
gy with  a  system  devel- 
oped by  GIS. 
But  competition  for 
Japanese    customers  is 
heating  up,  particular-ly  in  the 
data-transmission  ser-vices  that  at&t  is 
pushing.  British  Telecom  has  made  Ja- 
pan one  of  its  top  three  priorities  for 
its  "Concert"  phone  service  for  multina- 
tionals and  is  on  the  prowl 
▼  for-  Japanese  partners.  In 

March,  AT&T  landed  NTT 
as  a  trial  partner  of  its 
"Wor-ldPartners"  alli- 
ance, Concert's  chief 
rival. 

Golm  says  at&t  is 
committed  to  building  a 
major-  pr-esence  in  Japan, 
whatever-  the  cost.  The  market 
may  be  har-d  to  cr-ack,  but  it's  too  big  to 
ig-nor'e — and  the  competition  is  her-e.  "If 
you'r-e  out  of  this  market,  if  you  don't 
know  what  they  ar-e  doing,  you  are  at 
risk,"  he  says.  It's  a  risk  that  at&t  can 
no  longer  affor-d  to  take. 

By  Larry  Hoi  yoke  in  Tokyo,  with 
Douglas  Harbrecht  in  Washington 


Developing 
a  new  generation 
of  video  phones 
with  Sharp 


Partnership 
with  Nippon  Idou 
Tsushin  Corp.,  a 
mobile-phone  service 
provider,  to 
develop  wireless 
equipment 


access 


BUSINESS  WEEK  /  MAY  15,  1995  1  13 


Our  Newest  Servers  Are  Designed  To  Oji 


Solid  Support.  Asjou'd  expect  from  the  world 
leader  in  networked  servers,  we've  engineered  our  newest 
models  to  reliably  serve  in  a  NetWare  environment. 

Early  Warning  System.  Compaq  Insight  Manager 

,  ,    ,         monitors  hundreds  of  server  components  and  warns 
you  when  problems  are  merely  a  possibility. 


Flexible  Configuration.  SmartStart  revolutionizes  the  setup  process, 
automatically  configuring  and  optimizing  NetWare  on  your  server. 


Fewer  Aches  And  Pains.  Compaq  servers  are 

backed  by  our  three-year  on-site  warranty'  and  free  access  to  our 
24-hour  help  line  (with  additional  plans  available). 


Moves  Information  Fast.  Compaq sTnFlex/ PCI  architecture 

builds  upon  the  new  PCI  standard, Jor  even  higher  perjormance. 

Prevents  Unnecessary  Strains.  Our  Pre-Failure 

Warranty"  replaces  major  parts  at  no  cost  —  bejore  they 
can  interrupt  a  group's  critical  work. 


•W  People  are  horn  with  one.  Busine.sses  have  to  buikl  them  from  scratch.  To  help  you  assemble  ta' 
»^  most  reliable  information  backbone,  Compaq  announces  a  new  generation  of  servers.  The:iiM 
all  designed  to  laithfully  serve  the  demands  of  workgroups  and  departments —  from  the  expandable  ProSignia  line  to 
business-critical  ProLiant  family  (with  up  to  four  Pentium  processors).  And  they're  all  engineered  to  do  what  e\!  1,1 


©1995  Compaq  Computer  Corporation.  All  rights  re.scrved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  ProSigni.i  jnd  Tril-lcx  are  trademarks  and  ProLiant,  SmartSt^  5 
Certain  restrictions  and  exclusions  appiv.  Monitors,  battery  packs  and  certain  options  are  covered  by  a  one-year  warranty.  Foi-  (K  tails,  call  iIk  Compaq  Customer  Support  Center  at  1-| 


jR  Company  The  Thing  It  Needs  Most. 


:able  business  demands:  keep  running.  Compaq's  CD-based  SmartStart  ensures  a  smooth,  integrated  installation,  and 
nsight  Manager  constantly  monitors  for  potential  problems  —  which,  if  encountered,  are  covered  by  the  Compaq 
^ailure  Warranty.  For  more  information,  call  1-800-853-9518  or  visit  our  Web  site  at  ^m^^m.mr^^  jrm. 
v.compaq.com.  We  can  help  you  get  the  performance  you  need.  As  well  as  the  support.       mm%Jm  amjr^%^ 

gistert'd  tradi-marks  of  Compaq  Computer  Corporation.  NetWare  is  a  registt  it'I  ii  ,kK mark  ol  Nowll,  Iiu  Pentium  is  a  registered  trademark  of  Intel  Corporation.  ^Limited  warranty, 
ly  to  disk  drives  running  umier  Compaq  IDA,  IDA-2  or  SMART  SCSI  ArraN  KMitnillers  aiul  niotkU  witti  ativanced  ECC  memory. 


Information  Processing 


TELECOMMUNICATIONS 

HELLO,  BEZEQ? 
COMPETITION  GALLING 

Israel's  telecom  monopoly  is  in  good  shape  as  rivals  charge  in 


For  Israel's  Bezeq  Telecommunica- 
tions Coi-p.,  it's  a  tumultuous  time  in 
the  Middle  East  phone  business. 
Despite  the  ups  and  downs  of  the  peace 
process,  the  state-owned  phone  monop- 
oly's international  traffic  is  soaring  as 
phone  lines  buzz  between  Israel  and  its 
Arab  neighbors.  The  Israeli  government 
is  opening  up  the  international  market 
to  competition,  forcing  Bezeq  to  com- 


Although  the  7%  stake  is  big  enough 
to  get  a  seat  on  Bezeq's  board,  it  does 
not  guarantee  the  British  company  a 
strategic  role  in  Bezeq.  But  Cable  & 
Wireless  is  already  talking  about  up- 
ping  its  interest  to  at  least  20%.  That 
could  happen  later  this  year  when  the 
govemment,  which  cuiTently  owns  76% 
of  the  company,  plans  to  sell  off  25% 
more  of  Bezeq's  shares. 


pete  foi'  foreigTi  traffic  for  the  tii-st  time. 
And  on  Apr.  28,  Britain's  Cable  &  Wire- 
less PLC  snapped  up  7%  of  Bezeq's 
shares. 

The  purchase  could  mark  the  start 
of  a  major  new  alliance — and  boost 
Bezeq's  chances  of  staying  ahead  of  the 
coming  competition.  "This  is  merely  one 
step  toward  a  strategic  partnership," 
says  Cable  &  Wireless  Chief  Executive 
James  H.  Ross.  "We  are  looking  to 
make  a  contribution  to  shaping  Bezeq's 
future."  The  British  company  paid  $101 
miUion,  or  about  18%  more  than  the  Tel 
Aviv  Stock  Exchange  market  price,  to 
buy  the  shares  from  private  Israeli 
investors. 

Industry  analysts  see  the  Cable  & 
Wireless  move  as  a  bid  to  get  its  foot  in 
Bezeq's  door  ahead  of  its  global  rivals. 


A  Bezeq-Cable  &  Wireless  partner- 
ship could  benefit  both  companies.  Be- 
zeq, which  was  spun  off  a  decade  ago 
from  Israel's  Communications  Ministiy, 
needs  help  with  pricing,  technology,  and 
investment  strategies  to  compete 
against  international  giants  lining  up  to 
enter  the  Israeli  market,  at&t,  mci, 
Sprint,  British  Telecom,  and  Deutsche 
Telekom  are  all  teaming  up  with  Israe- 
li partners  to  take  part  in  bidding  to 
provide  international  phone  sei-vice  from 
Israel.  The  government  is  expected  to 
award  two  new  licenses  this  summer. 
KEY  STAKE.  For  Cable  &  Wireless,  an 
alliance  with  Bezeq  would  give  it  a  key 
stake  in  the  gi-owing  Middle  East  mar- 
ket. The  company  owns  minority  stakes 
in  telecommunications  companies  all 
over  the  world  but  is  strongest  in  the 


Far  East,  Europe,  and  the  Caribbeai 
"We  see  enormous  growth  in  the  Midd! 
East,"  says  Ross. 

Bezeq  Chief  Executive  Issac  Kai 
calls  the  Cable  &  Wireless  purchase 
"vote  of  confidence"  in  his  company.  I 
recent  months,  the  Israeli  company  hM 
reduced  its  workforce  by  13%.  At  4.?^ 
employees  per  1,000  direct  phone  line 
Bezeq  claims  to  be  one  of  the  world's  ] 
most  efficient  telecom  companies.  11 
network  is  already  85%  digital,  anji 
within  two  years  vrill  be  all  digital 

Moreover,  even  after  competition  a: 
rives,  Bezeq  will  enjoy  advantages.  T\ 
company  will  retain  its  monopoly  stati 
as  provider  of  domestic  phone  service 
and  international  consortiums  vrill  hav 
to  pay  Bezeq  access  fees  when  the 
hook  into  its  domestic  system.  Beze 
earned  net  income  of  $100  million  o 
$2  biUion  in  sales  in  1994.  Intemation; 

calls  produced  on( 


0NTHEG8 


Bezeq  is  losing 
cellular  share, 
but  that  didn't 
stop  Cable  & 
Wireless  from 
snapping  up  7% 
of  its  stock 


third  of  revenue 
and  more  than  haif": 
of  profits.  il"^-' 

While  Beze 
seems  to  be  read 
for  big-time  con 
petition,  it  couL 
still  be  in  for  soir 
surprises.  Despit 
its  entrenched  p( 
sition,  the  compi 
ny  was  severely  challenged  by  its  ftri 
rival  in  the  cellular-phone  market.  Las 
December,  Cellcom,  a  joint  venture  b( 
tween  BellSouth  Corp.,  Brazil's  Saftj 
brothers,  and  Israel's  Discount  Invest 
ment  Corp.,  launched  a  cellular-phor 
network  to  compete  with  Bezeq's  om 
year-old  joint  venture  with  Motorolj 
Inc.,  Telephone.  Offering  cut-rate  pricf  ' 
that  it  claims  are  the  lowest  in  th 
world,  the  company  signed  up  80,0C 
subscribers  in  just  four  months. 

Cellcom  captured  33%  of  the  markeJast 
but  then  its  gi'owth  stalled  because  <  i-c 
technical  ghtches.  Now,  by  cutting  prii 
es  and  improving  network  quality,  Pel( 
phone  is  trying  to  win  customers  bad 
Even  so,  the  company's  share  of  th 
cellular  mai'ket  is  expected  to  fall  belff 
50%  once  Israel  licenses  a  thii'd  cellul£ 
operator  when  the  market  reacht 
300,000  subscribers. 

As  Bezeq  gears  up  to  compete,  il 
goal  is  to  keep  gi'owing  even  as  its  ma 
ket  share  declines.  "The  market  itself 
going  to  grow  rapidly,"  predicts  Bezeq 
Kaul.  As  competition  picks  up  in  t? 
Middle  East  phone  business,  Cable 
Wireless  hopes  to  be  the  strategic  par 
ner  to  help  Bezeq  stay  on  top. 

By  Neal  Smidler  in  Jerusalem  ai^\i 
Paula  Dwyer  in  London 
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evelopments  to  Watch 


TED  BY  NEIL  GROSS 


FTWARETHAT 
ES  SURGEONS 
iAY  VISION 

;achusetts  institute  of 
nology  electrical  engineer 
L.  Crimson  has  the  kind 
ligh-tech  wizardry  the 
agon  needs.  He  has  de- 
i  advanced  software  that 
computers  pick  out  mili- 
targets  from  a  confus- 
jumble  of  images.  But  a 
nt  sabbatical  offered  a 
;ce  to  try  something  dif- 
nt.  With  colleagues  at 
Hai-vard  Medical  School, 
Brigham  &  Women's 
Mtal,  he  has  created  what 
Drs  jokingly  call  "Ninten- 
urgery" — a  system  that 
"see"  deep  into  the  body 
aide  the  surgeon's  knife, 
irst  an  mri  or  cat  scan 
tes  a  3-D  internal  image 
ay,  the  brain  and  its  tu- 
5.  Next  a  laser  scanner 
,  a  3-D  view  of  the  out- 
of  the  patient's  body, 
ison's  software  then  uses 
external  data  to  super- 
)se  the  internal  scans 
a  live  video  image  of  the 
int — a  process  known  as 
itration.  The  result  is  the 
best  thing  to  X-ray  vi- 
,  As  they  operate,  doc- 
can  see  the  patient 
ugh  the  video  camera 
at  the  same  time,  exam- 
Dlood  vessels,  organs,  or 
ors.  Doctors  have  used 
system  in  about  a  dozen 
1  surgeries.  But  Grimson 
vdder  uses — for  eveiy- 
y  from  sinus  operations 
"throscopic  knee  surgeiy 


EIDOS  NEVER  FORGETS  A  FACE 


IN  1988,  UNIVERSITY  OF  SOUTHERN  CALIFORNIA 

neurobiologist  Christoph  von  der  Malsburg  was 
pursuing  a  theoiy  of  how  the  visual  cortex  in 
the  human  brain  processes  infonnation.  When  a 
person  searches  for  a  face  in  a  crowd,  he  rea- 
soned, the  brain  must  strip  away  meaningless 
variations,  focus  on  essential  features,  and  con- 
firm their  relationships. 

To  test  the  theory,  he  and  his  colleagues  at 
use  and  Bochum  University  in  Germany  devised 
software  that  reduces  images  in  a  similar  fash- 
ion. The  system,  called  Eidos,  worked  so  well 
that  Germany's  Deutsche  Bank  adopted  it  to 
beef  up  personnel  security  at  its  central  comput- 
ing facility  in  Dusseldorf.  Other  versions  may  soon  be  on  sale  in  tlie  U.  S. 

Eidos  begins  by  scanning  a  facial  image  to  find  45  landmarks — including  eyes,  nose, 
and  lips — and  frames  them  in  a  grid  (photo).  It  describes  those  landmarks  in  terms  of 
mathematical  features  called  "wavelets,"  which  emulate  visual  cells'  responses  in  the 
brain.  The  software  then  compares  the  target  image  with  other  faces  in  a  database. 
Deutsche  Bank's  system,  running  on  a  Pentium  PC,  takes  just  three  seconds  to  verify 
the  identity  of  the  face,  matching  it  against  a  stored  template.  The  U.  S.  Arniy,  which 
funded  the  use  research,  is  evaluating  Eidos  against  competing  recognition  systems,  in- 
cluding one  developed  at  Massachusetts  Institute  of  Technology's  Media  Laboratory. 


A  CAR  COMPUTER 
FOR  GASTRONOMY, 
NOT  GAS  MILEAGE 

YOUR  car's  COMPUTER  WILL 

lead  you  by  the  nose  if  you 
have  one  of  those  fancy  new 
systems  with  a  dashboard 


screen  that  plots  where  you 
are  on  a  detailed  street  map. 
Next,  says  Ray  E.  Eberts, 
an  associate  professor  of  in- 
dustrial engineering  at  Pur- 
due University,  the  computer 
may  also  help  you  sniff  out 
youi'  favorite  chow. 

Eberts  is  wrapping  up  a 
yearlong  project  that  turned 
one  car's  computer  into  a  res- 
taurant guide  on  wheels.  He 
fed  the  computer  information 
on  local  eateries  and  built  in 
a  software  "agent"  that  kept 
tabs  on  which  restaurants  the 
car  visited.  The  agent,  based 
on  a  "smart"  program  known 
as  a  neural  network,  quickly 


learned  the  passengers'  din- 
ing preferences  and  how  they 
varied  depending  on  the  day 
of  the  week,  time  of  day,  and 
number  of  occupants  in  the 
car.  Assuming  the  patterns 
were  fairly  consistent,  "the 
agent  needed  only  about  10 
examples  to  start  making 
good  predictions,"  says  Ebeits. 
After  that,  recommendations 
had  a  90%  accuracy  rate  or 
better.  Eberts,  who  has 
worked  six  years  on  various 
neural  network  agents,  hopes 
to  show  his  mobile  gouiTnet 
to  Detroit's  Big  Three  and 
other  interested  companies 
later  this  year. 


DVifING  SEEDS  AGAINST  PROSTATE  CANCER 


OSTATE  CANCER  KILLS 

,000  men  each  year.  That's 
d  enough,  but  another 
iddening  fact  is  that  only 
ninority  of  the  240,000  " 
in  diagnosed  annually 
ve  a  virulent  foiTn  of  the 
5ease  and  need  immediate 
jatment.  Sadly,  even  the 
st  tests  can't  tell  precisely 


who  they  are.  So  to  be  safe, 
many  men  with  relatively 
benign  tumors  go  thi-ough 
radiation  therapy  or 
surgei-y,  which  can  cause  in- 
continence and  impotence. 

A  growing  number  of 
doctors  are  performing  a 
procedure  called  "seeding," 
in  which  rice-size  radioactive 


pellets  are  implanted  direct- 
ly in  the  prostate  gland.  The 
procedure  has  fewer  side- 
effects  and,  according  to  a 
new  study,  may  also  offer 
good  long-teiTn  results.  In 
late  April,  Northwest  Tumor 
Institute  in  Seattle  reported 
that  100%  of  111  prostate 
cancer  patients  were  fi'ee  of 
local  recurrence  five  years 
after  getting  the  implants. 


That  rate  beats  external  ra- 
diation treatment  and  is 
comparable  to  rates  after 
surgery  to  remove  the 
gland.  The  procedui'e  costs 
half  as  much  as  surgery,  and 
there  are  fewer  cases  of  in- 
continence and  impotence. 
Good  news  for  patients  and 
for  Theragenics  Corp.  in 
Norcross,  Ga.,  maker  of  the 
seeds  used  in  the  study. 
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The  machine  is 
nothing 

but  nuts,  bolts  and  chips 

until  infused  with 

ideas, 

thoughts, 

notions, 

that  come  to  it 

through  a  keyboard, 


TALK 


Together  with  a  Microsoft  Mouse 
that  instinctively  slows  the  cursor 
when  near  an  icon, 
that  knows  when  to  double-ctick, 
you  have  extensions  of  the  machine, 
of  the  software, 

that  fit  comfortably  beneath  your  hands 
That  connect  you 
to  a  mean,  lean, 
thinking 
machine. 


To  work  faster, 

to  work  seamlessly  with 

the  machine, 

you  need  a  keyboard  that  is  integrated 
with  Microsoft'  Windows,'-' 
with  the  software  that  runs 
the  machine. 

The  Microsoft  Natural  Keyboard.™ 

Launch  applications  and  files, 

select  menu  items 

(cut,  paste,  move,  insert), 

connect  to  a  network  server, 

move  the  cursor  automatically 

to  a  specific  word, 

to  a  command  button, 

with  special  keys, 

with  simple  keystrokes. 


Microsoft 

WHERE   DO  YOU  WANT  TO  GO  TODAY?'" 


osoft  Corpoiation  All  rights  reserved.  MicrosoPi  is  a  registered  tradematk,  and  Natural  Keyboard  and  Where  do  you  wont  to  go  today?  are  trademarks  of  Microsoft  Corporation.  Windows  is  a  registered  trademark  of  Microsoft 
for  ils  Windows  operating  system  producls. 


Science  &  Technology 


SEMICONDUCTORS 


NOW,  Tl  MEANS 
TAKING  INITIATIVE' 

It's  not  waiting  for  otliers  to  find  uses  for  its  products 


Sitting  in  a  restricted  Dallas  re- 
search lab,  Texas  Instruments 
Inc.  Vice-President  Jack  Harrod 
can't  hide  his  glee  as  a  no-name 
big-screen  tv  outshines  the  brand-name 
models  on  either  side  of  it.  Wliy  so  hap- 
jjy?  The  ciystal-clear  pictui'e  is  courtesy 
of  Ti's  patented  digital  mirror  device 
(DMD) — a  postage-stamp-size  semicon- 
ductor covered  with  400,000  mirrors 
that  projects  images  far  more  efficient- 
ly and  accurately  than  liquid  ciystals 
or  cathode-ray  tubes. 

But  the  pretty  picture  tells  only  part 
of  the  stoiy.  After  five  yeai's  of  research 
and  development  and  more  than  .$200 
million,  Tl  is  determined  to  make  its 
bet  pay  off.  The  company  has  hired  op- 
tics scientists  to  make  sure  consumer's 
will  appreciate  the  sharper  image.  It 
has  contracted  with  Asian  TV  screen 
makers  to  develop  smfaces  that  can  ex- 
ploit dmd's  higher  resolution.  And  rath- 
er than  sit  around  hoping  tv  makers 
take  a  look,  Ti  has  built  prototypes  of 
eveiything  from  portables  to  wall-size 
home  theaters  to  grab  their  attention. 
"We're  duplicating  almost  everything 
the  T\'  maker  would  do,"  says  HaiTod. 
"But  then,  we're  talking  about  changing 
the  high-end  display  business  forever." 

Indeed,  once-stodgy  Texas  Instru- 
ments is  out  to  change  the  veiy  nature 
of  semiconductor  marketing.  With  vast 
new  markets  such  as  tv  set-top  boxes 
and  wireless  pes  about  to  explode,  ana- 
lysts expect  world  chip  sales  to  double, 
from  $100  billion  last  year  to  $200  billion 
by  2000.  Tl  isn't  content  to  wait  for  man- 
ufacturers to  come  to  it  with  chip  or- 
ders. "Rather  than  just  trying  to  under- 
stand whej-e  the  world  is  going,  we're 
tiying  to  influence  it  as  well,"  says  Vice- 
C'hainnan  William  "Pat"  Weber. 


At  fii'st  blush,  tills  intense  overhaul  is 
hard  to  fathom.  After  all,  Tl  is  now  one 
of  the  world's  healthiest  cliipmakers.  Its 
1994  earnings  jumped  49%^to  $1.08  bil- 
lion— on  sales  of  $10.3  billion,  up  21% 
from  last  year.  Its  stock  recently  lilt  an 
all-time  high  of  $107.  And  while  rivals 
are  strapped  for  production  capacity,  ti 
has  a  network  of  cutting-edge  chip  fac- 
tories financed,  in  part,  by  six  joint- ven- 
ture partners  on  three  continents. 

Now,  Weber  is  attacking  ti's  weakest 
link:  marketing.  Famous  for  inventing — 
and  then  squandering — some  of  the 
most  ingenious  technologies  in  this  cen- 
tuiy,  including  the  original  integi-ated 
circuit  in  1958,  Tl  has  been  left  in  the 
dust  by  rivals  such  as  Intel,  Hewlett- 
Packard,  and  Motorola.  The  solution, 
Weber  says:  to  for-ge  tighter  links  with 
key  customers  and  do  more  industiy 
spade  work  to  create  billion-dollar  busi- 
nesses for  voice-activated  phone  sys- 
tems, wireless  notebook  pes,  and  a 
panoply  of  cellular-style  equipment  for 
tomorrow's  electronic  supei'highway. 
"We  want  to  be  the  company  that 
makes  this  complex  new  digital  world 
easy  and  useful,"  says  Weber. 
PIONEER.  Bold  visions,  but  can  ti  up- 
stage such  premier  rivals  as  Intel,  Mot- 
orola, and  Canon,  which  have  built  elec- 
tronic gold  mines  out  of  microprocessors, 
cellular  phones,  and  pe  jirinter  engines? 
Certainly,  ti  has  had  successes.  Almost 
singiehandedly,  it  pioneered  the  market 
for  specialized  sound  and  gTaphics  chips 
known  as  digital  signal  processors. 
World  sales  of  DSPs  should  grow  from 
$2.6  billion  in  1994  to  $14.6  billion  in 
2000,  predicts  Forward  Concepts  Co.  in 
Tempe,  Ariz.  But  Ti  has  had  less  luck 
building  major  businesses  in  softwai'e 
and  portable  computing. 


DI6ITAL  SIGNAL  PROCESSORS 


Riding  shotgun  to  PC  microprocessors  or 
embedded  in  telecommunications  and 
image-processing  gear,  DSPs  are  a  boom- 
ing opportunity — and  TPs  ace  in  the  hole. 


IN  THE  LAB:  TI  Itas  a  poor  record  in 
conime)X-ialtzmg  its  own  inventions 


Both  are  now  linclipins  in  ti's  stra  ". 
gic  overhaul.  Impatient  with  the  cc 
pany's  puny  4%  sliver  of  the  U.  S.  nc 
book  Pc;  business,  CEO  Jeny  R.  Junlc  ^'^'^ 
handed  the  unit  to  longtime  reseai 
director  Pallab  Chattel jee  last  fall 
mandate:  to  bring  sales  up  to  $1  bill 
while  achieving  20%  return  on  asseti 
or  find  a  buyer  for  the  unit. 

Chatterjee  quickly  hired  a  team 
mai'keting  consultants  and  commissioii" 
a  four-month  customer  survey.  It 
vealed  that  ti's  products  were  too 
pensive  and  not  well  defined.  But  it  i '  ^  ■ 
indicated  vast  new  opportunities.  1 
spending  to  the  report,  Chatterjee 
pumping  up  marketing  for  its  exist 
machines  and  adding  new  communi 
tions  featm'es  to  appeal  to  business  n 
warriors.  Later  in  the  decade,  Chatt 
jee  intends  to  field  entirely  new  porta 
gadgets,  merging  Ti's  strengths  in  chi  'J- 
software,  and  communications. 

Now,  this  effort  to  churn  up  new 
portunities  is  spreading  throughout ' 
company.  Most  divisions  will  presi' 
new  strategic  plans  this  month,  lead 


pi 


DIGITAL  MIRROR  DEVICES 


The  first  all-digitai  display,  these 
shimmering  wonders  could  be  the 
on  tomorrow's  HDTVs  and  PC  mor  "P' 
and  the  engine  for  futuristic  print  * 


)S1' 


Where  TI 
Sees  Its  Digital 
Eiitare* 
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DATA  COMPANY  REPORTS,  DATAQUEST  INC. 


1  overall  corporate  blueprint  by 
md.  And  while  the  company  doesn't 
to  attack  many  consumer  markets 

it  will  surely  look  to  move  be- 
lts role  as  straight  silicon  pi'ovider. 
ther  it's  TV  display  systems,  com- 
cations  subsystems,  or  faster  cliips, 
igenda  is  "to  move  up  the  value 
1,1,  where  people  Vvdll  pay  more  for 
we  do,"  says  Weber.  In  addition  to 
r  margins,  the  migi-ation  will  help 
pe  with  volatile  markets, 
gital  mirror  technology  is  likely  to 
le  first  major  testing  ground  for 
i  iew  company  credo.  In  late  Apiil,  Ti 
unced  its  first  partners:  three  mak- 
f  pricey  digital  pi'ojectors  for  busi- 
pi-esentations.  And  Britain's  Rank 
lar  Ltd.  will  soon  unveil  a  dmd- 
i  projector  for  auditoriums.  By  fo- 
g  fii'st  on  these  high-end  niches,  ti 
idying  a  major  assault  on  the  huge 
,onitor  and  TV  markets  for  1997. 
ve  decided  not  to  just  parade  new 
lology  in  front  of  the  market  any- 

says  Harrod. 
le  question  is,  will  ti's  customers 
eciate  the  company's  new  way  of 
J  business?  After  all,  Sony  Corp. 
Dther  TV  makers  have  pumped  bil- 


LAPTOP  COMPUTERS 


5  double  its  4%  share  by  lever- 
)SP  strengths  to  provide  multi- 
nph.  It  wants  to  create  entirely 
its  for  digital  road  warriors. 


lions  into  display  technologies  of  their 
own.  And  some  of  ti's  strategic  allianc- 
es may  not  be  as  solid  as  the  company 
hopes.  General  Motors  Corp.  has  devel- 
oped a  line  of  customizable  microcon- 
trollers with  TI  that  could  handle  80%  of 
its  processing  needs.  But  the  carmaker 
has  yet  to  commit  to  production.  Says 
R.  Gary  Daniels,  a  vice-president  with 
Motorola,  by  far  gm's  largest  processoi' 
provider:  "Am  I  terrified  of  Tl?  The  an- 
swer is  no." 

HAND-TAILORING.  Still,  TI  does  have  an 
ace  in  the  hole — dsps.  These  single- 
minded  racehorse  chips,  which  can  ma- 
nipulate real-world  sights  and  sounds 
far  faster  than  general-purpose  micro- 
processors such  as  Intel's  Pentium,  are 
ah'eady  standai'd  in  cellulai*  phones,  hai'd 
disk  drives,  and  PC  sound  cai'ds — fast- 
growing  markets  all.  After  losing  some 
momentum  to  rivals  Motorola  and  at&t 
Microelectronics  in  the  early  1990s,  says 
Forward  Concepts  President  Will 
Strauss,  ti  took  back  5%  last  year  and 
now  holds  43%  of  the  dsp  market  on 
the  strength  of  new  pi'oducts  such  as 
digital  answering  machines,  "ti  has 
broken  from  the  pack  by  addressing- 
new  and  different  markets,"  he  adds. 


VOICE-ACTIVATED  SYSTEMS 


Sold  to  phone  companies  and  cable-TV 
providers,  these  computer  subsystems 
will  let  Internet  surfers  navigate  by  voice 
rather  than  keyboard. 


To  keep  its  giip,  ti  developed  pro- 
cesses to  let  customers  hand-tailor  theii- 
DSPs  to  include  memoiy,  power,  and  log- 
ic circuits  from  its  vast  portfolio.  Sony, 
for  example,  designed  ti's  dsps  into  the 
audio  system  in  Boeing  Co.'s  new  777s, 
which  gives  eveiy  passenger  up  to  60 
channels  to  choose  fi'om.  By  stuffing  au- 
dio-compression circuitiy  onto  the  dsp, 
Sony  eliminated  the  need  to  put  circuit 
boards  in  each  seat — landing  ti  a  10- 
year  contract  for  about  600,000  dsps. 

Assuming  TI  can  continue  to  help  its 
customers  with  such  innovation,  it 
should  keep  outperforming  the  indus- 
tiy,  analysts  say.  "There  are  going  to  be 
veiy  attractive  markets  for  all  this  stuff, 
and  TI  is  going  to  be  in  a  better  position 
relative  to  most  chip  companies,"  says 
Montgomeiy  Securities  analyst  Thom- 
as A.  Thomhill,  who  has  a  one-year  tar- 
get price  of  $140  a  share.  As  it  is,  the 
pace  of  consumer-product  acceptance 
has  never  been  faster.  Thomson  Corp.'s 
RCA  brand  satellite  televisions  hit  the  1 
million  production  mark  just  10  months 
after  last  fall's  laiuich.  That's  one-quaiter 
the  time  it  took  compact  disks  to  reach 
the  same  volumes.  Not  surprisingly,  ti's 
chips  were  inside  the  box.  In  fact,  it's 
hard  to  think  of  an  electronics-product 
launch  for  which  ti  couldn't  supply  the 
chips,  the  software,  or  even  help  with 
the  product  design.  Customers  may  not 
ask  for  that  yet.  But  Texas  Instilments 
is  ready  and  waiting. 

By  Peter  Burrows  in  Dallas,  with 
Larry  Holy  ok  e  in  Tokyo 
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Corporate  Scoreboard 


A  WELL-OILED 
PROFIT  MACHINE 

The  first  quarter  saw  a  30%  leap.  Not  bad  for  an  old-timer  of  a  recover^' 


Corporate  America's  tireless  profit 
machine  continued  to  chug  along 
in  the  fii'st  quaitei'.  Powered  by  a 
combination  of  strong  economic 
gTowth  and  lower  oi)erating  costs,  earn- 
ings for  the  900  companies  on  business 
week's  Corporate  Scoreboard  rose  a  ro- 


bust :i07(  in  the  first  quarter.  That's 
slower  than  the  phenomenal  71%  ad- 
vance posted  in  the  previous  quarter, 
but  still  nearly  double  the  16%  gTowth 
rate  of  a  year  ago.  "It's  the  Energizer 
Bunny  recoveiy,"  says  John  Ryding,  sen- 
ior economist  at  Bear,  Stearns  &  Co. 


"It  just  keeps  on  going  and  goinfW 

Credit  the  confidence  of  both  consu] 
ers  and  corporations  for  the  profit 
pansion.  Gross  domestic  product  gri\ 
2.8%  in  the  fii-st  cjuaiter,  down  fivm  5.1 
in  the  fouith,  but  still  strong  enough 
encourage  spending.  In  the  first  qu; 


Earnings:  The  Winners  and  the  Losers 


THE  INDUSTRIES 


THE  COMPANIES 


THE  LEADERS 


PERCENTAGE  CHANGE  FROM 
 1994'S  FIRST  QUARTER 

SAVINGS  &  LOAN  789% 

PAPER  222 

STEEL  211 

FOREST  PRODUCTS  178 

NGNFERROUS  METALS  173 

COMPUTERS  &  PERIPHERALS  159 

DRUG  DISTRIBUTION  103 

CHEMICALS  92 

TEXTILES  89 

INSURANCE  75 

CONSTRUCTION  &  ENG.  67 

RETAILING  60 

HOTEL  &  MOTEL  57 

SEMICONDUCTORS  51 

MACHINE  &  HAND  TOOLS  46 


THE  LAGGARDS 


PERCENTAGE  CHANGE 
 FROM  1994'S  FIRST  QUARTER 

AIRLINES  LOSS 

POLLUTION  CONTROL  -35% 

AEROSPACE  -24 

CONSTRUCTION/REAL  ESTATE  -18 

FINANCIAL  SERVICES  -9 

BANKS-EAST  -6 

BROADCASTING  -3 

BANKS-IV1IDV(/EST  -1 

BUSINESS  MACHINES  -1 

TRUCKINGS  SHIPPING  1 

ELECTRICAL  PRODUCTS 

ELECTRIC  UTILITIES 

HEALTH-CARE  SERVICES 

BANKS-SOUTH  &  SOUTHEAST 

GAS  UTILITIES 


WHO  MADE  THE  MOST 


MILLIONS  OF 
DOLLARS 


ALL-INDUSTRY  AVERAGE:  -t-30% 

DATA  STANDARD  &  POOR'S  COMPUSTAT, 


GENERAL  MOTORS  : 
EXXON 

FORO  MOTOR 
GENERAL  ELECTRIC 
PHILIP  MORRIS 
IBM 
AT&T 

VI/AL-MART  STORES* 
AMERICAN  HOME  PRODUCTS 
DUPONT 
INTEL 
CITICORP 
MERCK 

BRISTOL-MYERS  SQUIBB 
JOHNSON  &  JOHNSON 

*  FISCAL  FOURTH  QUARTER 
A  DIVISION  Of  THE  McGRAW-HILL  COMPANIES 


154 

660 
550 
372 
363 
289 
198 
030 
023 
959 
889 
829 
757 
657 
654 


WHO  LOST  THE  MOST 


MILLIONS  OF 
DOLLARS 

-$157 

-114 

-97 


BANKERS  TRUST  NEVl/  YORK 
MERRY-GO-ROUND' 
USAIR  GROUP 
JAMESWAY*  ^  im 

POLAROID 
CINCINNATI  BELL 
WESTPOINT  STEVENS 
TIME  WARNER 
LAFARGE 
HECHINGER* 
THIOKOL** 

CONTINENTAL  AIRLINES 

ASHLAND*** 
MELVILLE 

ZENITH  ELECTRONICS 


-76 
-60 
-53 
-47 
-42 
-3 
-3J 
-30 
-29  le:;: 


-21 

-24 


FISCAL  THIRD  QUARTER 


^  FISCAL  SECOND  QUARTEI^ 


ail) 


fce; 
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capital  spending  on  new  plants  anc 
pment  leaped  by  an  annualized  rate 
■)%,  compared  to  a  14%  increase  foi' 
f  1994.  In  all,  sales  rose  12%  in  the 
quarter,  to  $1.2  trillion — the  biggest 
D  in  seven  years. 

nee  again,  recent  coi-poi'ate  restmc- 
ig  gave  some  added  thnist  to  profits, 
iks  to  lower  operating  costs,  profit 
^ns  widened  to  6.5%,  fi-om  5.6%-  in 
's  fu'st  quartei'.  The  weaker  dollar 
helped.  Coiporations  such  as  Coca- 
Co.  and  Procter  &  Gamble  Co.  re- 
sd  better  profits  in  the  fii'st  quar- 
in  part  because  of  higher  sales  in 
and  Europe.  Many  economists  be- 
the  dollai-'s  fall  on  currency  mai'kets 
continue  to  fuel  U.  S.  export  sales  in 
i  regions  (page  126). 
istaining  this  profit  expansion  is 
id  to  get  tougher  for  the  remaindei' 
395.  "As  we  go  through  this  yeai' 
into  1996,  profit  momentum  will  di- 
5h  as  the  economy  slows  down,"  says 
ard  D.  Rippe,  chief  economist  at 
lential  Secmities  Inc.  business  week 
omists  beheve  GDP  growth  will  slow 

by  the  final  quarter. 
'URBING  TRENDS.  General  Motors 
1.  headed  the  list  of  BUSINESS  week's 
15  earners  during  the  fii'st  quarter, 
nation's  biggest  carmaker  saw  its 
ts  climb  by  34%,  to  a  record  $2.2 
in.  A  healthy  consumer  appetite  for 
popular  models  as  the  Chevrolet 
ina  and  Blazer  helped  drive  up  gm's 
,  by  15%,  to  $43.3  bilHon.  The  bene- 
)f  cost-cutting  were  also  obvious,  as 
margins  widened  to  5%,  fi'om  4.3%. 
)94's  fii-st  quarter.  Ford  Motor  Co.'s 
ig  performance  earned  it  the  No.  3 
'  among  the  top  profit  perfonnere,  as 
amings  soared  71%,  to  $1.6  bilhon, 
14%  sales  increase  to  $34.8  billion, 
"le  auto  makers  are  unlikely  to  keep 
he  toirid  profit  pace.  Both  cm  and 
'sler  reported  weaker  U.  S.  sales  in 
1,  the  start  of  the  second  quarter, 
a  closer  look  at  fii-st-quarter  results 
als  disturbing  trends.  For  example, 
1  of  Ford's  profits  came  fi-om  Euro- 


pean sales  and  gains  by  l  ord's  iinancial 
services.  Earnings  at  Ford's  U.  S.  auto 
operations  rose  only  1.1%-,  to  $825  million, 
because  of  highei-  costs  to  develop  new 
models  and  upgi-ade  existing  ones. 

Evidence  that  Motown  may  be  enter- 
ing a  slump  was  perhaps  most  stiUdng  at 
Chiyslei'  Corp.,  which  is  fending  off  a 
hostile  takeover  by  financier  Kirk  Kerko- 
rian.  Earnings  at  the  company,  which 
has  no  significant  sales  outside  North 
America,  fell  37%,  to  $592  million,  on  a 
3%i  sales  increase,  to  $13.6  billion.  Clirys- 
ler's  profits  were  also  hit  by  a  $115  mil- 
lion pre-tax  chai'ge  to  fix  the  reai'  latches 
on  its  minivans  and  the  cost  of  production 
changeovers  for  its  new  minivan. 

As  a  gi'oup,  computer  makers  were 
big  winners  in  the  first  quarter.  IBM's 
profits  siu'ged  229%,  to  $1.3  billion,  on  an 


unjjressive  1<S%  jump  in  sales  to  $15.7  bil- 
lion. Sales  of  its  mainfi'ames  were  espe- 
cially strong.  Big  Blue  also  benefited 
fi'om  the  dollar's  decline.  Digital  Equip- 
ment Coi-p.  posted  its  first  back-to-back 
profitable  quartei-s  in  four  years.  The 
company  earned  $73.7  million,  compai'ed 
with  a  loss  of  $183.3  million  a  year  ago. 
Sales  increased  6%,  to  $3.5  billion.  Cost- 
cutting,  combined  with  rising  demand 
for  Digital's  new  Alpha  64-bit  mici'opi-o- 
cessor,  helped  keep  dec  in  the  black. 

Not  suiprisingiy,  such  cyclical  indus- 
tries as  paper,  steel,  and  chemicals  post- 
ed strong  gains  as  the  economy  rolled 
along.  Rising  demand  and  higher  prices 
helped  all  three.  Earnings  at  Interna- 
tional Paper  Co.  rose  224%-,  to  $246  mil- 
Kon,  as  its  sales  rose  32%,  to  $4.5  billion. 
The  quarter  also  had  its  share  of  los- 


A  Spotlight  on  First-Quarter  Profits 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 

PERCENT  CHANGE  FROM 
SAME  PERIOD  OF  PRECEDING 
75  _     YEAR,  AtL  INDUSTRIES 


BREAKING  DOWN 
THE  LATEST  QUARTER 

50  ^    AS  REPORTED      +  jO% 
WITHOUT  BANKS.  +34% 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

DISCOUNT  &  FASHION  RETAILING 


First-quarter  profit 
increases  are  rarely 
this  good.  The  30% 
uptick  posted  this 
time  is  the  largest 
earnings  jump 
since  1984's 
first-quarter  leap 
of  45%.  How  deep 
was  the  strength 
of  the  first  quarter 
overall?  Of  the  67 
industry  groups  in 
the  scoreboard, 
59  showed 
earnings  gams. 
The  12%  increase 
in  sales  is  the 
largest  such 
advance  since 
the  first  quarter 
of  1988. 

DATA:  STANDARD  &  POOR'S  COMPUSTAT 


0.5 

►  BILLIONS  OF  DOLLARS 
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he  National  Organization  < 
Salute  Members  of  t 


1 


I'm  calling  on  CEO's 
of  companies  large 
and  small  to  join  this 
concemed  group  of 
business  leaders. 
Hire  us!  We're  good 
for  business. 
Look  beyond  our 
disabilities  and 
all  America 


Jim  Uracly,  Vice  Chairman 
National  Ors>aiii:.atioii 
on  Disability 


Aiiiorican  hXpix'ss  Coinpany,  Mjial-v  (ittluh 
Amvvav  C'<irpi>rati(in,  DkL  lA  Vns 
Business  Week,  Da\  id  G  I  crni 
.I.e.  Penney  Co.,  Inc.,  William  R.  Howell 
Merrill  Lynch  &  Co.,  Inc.,  Daniel  P  Tully 
United  Parcel  Service,  Kent  Nelsim 
VVestinfjhouse  Kleclric  Corporation, 
Michael  H.  Icirdan 


\I.X:'I.  Kolvn  I  Allen 
Citibank,  lohn  S  Reed 

Kastman  Kodak  Company,  George  M  C.  Usher 

Fannie  Mae,  lames  A,  .li>hns(in 

H.,|.  Heinz  Company,  Anthony  I  F.  O'Reilly 

Mohil  Corporation,  Lueio  A  Nolo 

I'oloniac  Kleclric  Power  Company, 

l-;dward  K  Mitchell 
PP<;  Industries,  Inc.,  Jerry  E.  Denipsey 
Xerox  Corporaticm,  Paul  A.  Allaire 


President's  Circle 


Abbott  Laboratories,  D.L.  Bumham 
Alcoa,  Paul  O' Neil 

Aristech  Chemical  Corporation,  Thomas  Marshall 
CBS  Inc.,  Laurence  A.  Tiseh 
Dorsar  In\estnienl  Company,  Stephen  L  Feinberg 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation.  Charles  R.  Lee 
,|oseph  E.  Seagram  &  Sons,  Inc.,  Edgar  Bronlman.  Jr. 
Owl  Hollow  Enterprises,  Philip  E  Beekman 
Shell  Oil  Company,  Philip  J.  Carroll 
Sunrise  Medical  Inc..  Richard  H.  Chandler 
United  Capital  (Jroup,  Inc.,  JP  Mililli 
The  Washington  Post,  Donald  E.  Graliam 
VVm.  VVrigley,  ,|r.  Company,  William  Wrigley 
VVoolworth  Corporation.  Roger  Faiah 


■  m 

^flslei 


Anheuser-Busch  t  om|)anies.  Inc., 

August  A.  Biisch.  Ill 
Bristol-Myers  Squibb,  Charles  A.  Heimbold,  Jr 
Ford  Motor  Company,  Alex  Trolnian 
Fortis  Benefits  Insurance  Company, 

Robert  B.  Pollock 
GFTCO,  LoLiis  Simpson 
Johnson  &  .lohnson,  Ralph  Larsen 
Marriott  International.  Inc.,  J  W.  Marriott,  Jr. 
MBNA  America,  Charles  M.  Cawley 
New  York  Stock  Exchange,  William  H.  Donaldson 
Northrop  (irumman,  Kent  Kresa 
The  Riggs  National  Bank  of  Washington  D.C., 

Joe  L.  Allbritlon 
Rockwell,  Donald  R.  Beall 
Southern  National  Corporation/B  B  &  T, 

John  A,  Allison  IV 
U.S.  Can  Company,  William  J.  Smith 
Wamer-Lamhert  Company,  Mehin  R.  Goodes 


Advocate  Health  Care,  Stephen  L.  Ummel 
Alcatel  Network  Systems,  Inc.,  David  E.  Git 
Alex  Lee,  Inc.,  Boyd  L.  George 
Allegheny  Health,  Education  &Researeh 

Foundation,  Sheril  S.  Ahdelhak 
Allianz  Life  Insurance  Co.  of  North  America, 

Lowell  C.  Anderson 
Allstate  Insurance  Company,  Jerry  D  Choale 
,\meriean  Brands.  Inc.,  Thomas  C.  Hays 
American  Home  Products  Corporation, 

John  R  Stalford 
Amgcn,  Gordon  M  Binder 
AMP  Incorporated.  Willi, im  J.  Hudson 
Amsco  International,  Inc..  Daniel  Darry 
Anchor  Industries  International,  Vincent  J  Naimoli 
Apple  Computer,  Inc.,  Mich.iel  Spindler 
Applied  Materials.  James  C.  Morgan 
Archer  Daniels  Midland  Company, 

Dvvayne  O.  Andreas 
Arizona  Public  Service  Co.,  ()  Mark  DeMichele 
■Arthur  Andersen  &  Co,  SC,  Lawrence  A.  Weinbach  f^'l 
Arthur  I).  Little,  Inc.,  Charles  R.  LaMantia 
Association  of  Trial  Lawy  ers  of  America, 

Lany  S,  Stew.iil 
Avis,  Joseph  V  Vittoria 
Avon  Products  Inc.,  James  E.  Preston 
Bank  of  America,  Richard  M.  Rosenberg 
Bank  of  Boslcm,  ha  Stepanian 
Baptist  Healthcare  System,  Inc,  Tommy  J.  Smith 
Belz  Laboratories,  Inc.,  William  R  Cook 
Black  &  Veatch,  PJ  Adam 
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Cross  and  Blue  Shield  of  Massachusetts,  Inc., 

illiam  Van  Faasen 

Boeing  Company,  Frank  A.  Shrontz 

II  Worldwide,  Charles  Feebler 

gestone/Firestone,  Inc.,  Masatoshi  Ono 

ikiyn  Union,  Robert  B.  Catell 

fning-Ferris  Industries,  William  D.  Ruckelshaus 

iswick  Corporation,  Jack  F  Reichert 

oughs  Wellcome  Co.,  Philip  R  Tracy 

omia  Steel  Industries,  Inc.,  Takehiko  Haga 

brex  Corporation,  Cyril  C.  Baldwin.  Jr. 

Chall  Group  Inc.,  George  Chall 

npion  Enterprises,  Inc.,  Walter  R.  Young,  Jr. 

•les  Schwab  &  Co.,  Inc..  Charles  R.  Schwab 

Chase  Manhattan  Bank,  N.A., 

lornas  G.  Labrecque 

nical  Banking  Corporation,  Walter  V.  Shipley 
Ton  Corporation,  Kenneth  T  Derr 
sler  Corporation,  R  J  Eaton 
NA  Group  Insurance,  John  K.  Leonard 
CIT  Group,  Inc.,  Albert  R.  Gamper,  Jr. 
riorox  Company,  G.  Craig  Stillivan 
L'oca-Cola  Bottling  Group  (Southwest),  Inc., 
Imund  M.  Hoffman 

ate-Palmolive  Company,  Reuben  Mark 
cast  Corporation,  Ralph  J  Roberts 
monwealth  Land  Title  Insurance  Co., 

■rbert  Wender 

lell  Limited  Partnership,  William  F.  Connell 

olidated  Rail  Corporation,  David  LeVan 

erse.  Inc.,  Gilbert  Ford 

International,  Charles,  R.  Shoemate 

c  Corporation,  Walter  J.  Zable 

ng  International  Inc.,  Jeffrey  B.  Stone 

tte  &  Touche,  J.  Michael  Cook 

3exter  Corporation,  K.  Grahame  Walker 

)ld.  Incorporated,  Robert  W  Mahoney 

igham  Construction  Corporation, 

maid  K.  Stager 

•sey  Corporation,  Donald  N.  Gray 
Food  Company,  Inc.,  David  H.  Murdock 
inion  Resources,  Inc.,  Thomas  E  Capps 
ino  Sugar  Corporation,  Ed  Makin 
Communications  Corporation,  James  L.  Donald 
)un  &  Bradstreet  Corporation, 
ibert  E.  Weissman 
int,  Edgar  S.  Woolard,  Jr. 
lesne  Light  Company,  Wesley  W.  von  Schack 
n  Inc.,  Fredenck  J.  Mancheski 
lb  Inc.,  Allan  L.  Schuman 
G,  Inc.,  John  M.  Kucharski 
'  Insurance  Companies,  Bruce  G.  Kelley 
•son  Electric  Company,  Charles  F.  Knight 
:  &  Young,  Philip  A.  Laskawy 
Corporation,  Bruce  C.  Gottwald 
ind  Development  Corp.,  Maurice  H  Berk 
Chicago,  Richard  L.  Thomas 
Interstate  Bancorp,  Edward  M.  Carson 
Financial  Group,  Terrence  Murray 
as  Magazine,  Malcolm  S.  Forbes.  Jr. 
k  Russell  Company,  Michael  J.  Phillips 
klin  Templeton  Group  of  Funds, 
;arles  B.  Johnson 

lett  Broadcasting,  Cecil  L.  Walker 

ntech.  Inc.,  G  Kirk  Raab 

ral  Electric  Company,  John  F.  Welch,  Jr 

ral  Motors  Corporation,  John  F  Smith 

iillette  Company,  Alfred  M  Zeien 

)  Inc.,  Robert  A.  Ingram 

m  Rule  Insurance  Company,  John  M.  Whelan 

Joodyear  Tire  &  Rubber  Company, 

mley  C.  Gault 

bar  Electric,  Edward  McGrath 
■  Group,  Inc.,  Russell  Banks 


Harris  Corporation,  John  T.  Hartley 
Hartford  Steam  Boiler  Inspection 

and  Insurance  Co.,  Gordon  W.  Kreh 
Harvard  Community  Health  Plan,  Manuel  M.  Ferris 
Hasbro,  Inc.,  Alan  G.  Hassenfeld 
The  Hearst  Corporation,  Frank  A.  Bennack,  Jr. 
Henry  Ford  Health  System,  Gail  L.  Warden 
Household  International,  Donald  C  Clark 
The  Huntsman  Group,  Jon  M  Huntsman 
IlUnois  Tool  Works,  Inc.,  John  D  Nichols 
IMC  Global  Inc,  Wendell  F  Bueche 
Ingersoll-Rand  Company,  J.E.  Perrella 
Invacare  Corporation,  A.  Malachi  Mixon,  III 
Ithaca  Industries,  Inc.,  Jim  D.  Waller 
J.P.  Foodservice,  Inc.,  James  L  Miller 
J.P.  Morgan  &  Company,  Inc.,  Douglas  A  Warner  HI 
John  Hancock  Financial  Services,  Stephen  L.  Brown 
Johnson  &  Higgins,  David  A  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  Jordan  Company,  John  W  Jordan  II 
Keebler  Company,  Bnan  Chadboume 
Kellogg  Company,  Arnold  G,  Langbo 
Kemper  National  Insurance  Companies, 

Gerald  L.  Maatman 
KeyCorp,  Victor  J.  Riley,  Jr. 
Kmart  Corporation,  Ronald  Sloto 
Landstar  System  Inc.,  Jeffrey  C.  Crowe 
R.H.  Macy  &  Co.,  Inc.,  Myron  E.  Ullman  III 
Mallinckrodt  Medical,  Inc.,  Robert  G.  Moussa 
Matol  Botanical  International,  J  F  Robert  Bolduc 
Matsushita  Electric  Corporation  of  America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

David  C.  Farrell 
McCaw  Cellular  Communications,  Inc., 

James  L.  Barksdale 
McGraw-Hill,  Inc.,  Joseph  L.  Dionne 
MCI  Communications  Corporation, 

Bert  C.  Roberts,  Jr 
McLane  Company,  Inc.,  Joe  Hardin,  Jr. 
Meridian  Bancorp,  Inc.,  Samuel  A,  McCullough 
The  MetroHealth  System,  Terry  R  White 
Michael  T.  Rose  Companies,  Michael  T  Rose 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L  McColl,  Jr. 


For  membership 
information  contact 
Martin  Walsh, 
CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 
Tel  202-293-1944 
Fax  202-293-7999 
TTD  202-293-5968 
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NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Inc.,  C.  Raymond  Larkin,  Jr. 
New  Jersey  Resources  Corporation, 

Oliver  G.  Richard,  III 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northern  States  Power  Company, 

James  J  Howard  II! 
Novell,  Inc.,  Robert  J.  Frankenberg 
Clin  Corporation,  John  W.  Johnstone,  Jr 
Oshman's  Sporting  Goods,  Inc.,  Alvm  N.  Lubetkin 
Oxford  Industries,  J.  Hicks  Lanier 
Pall  Corporation,  Eric  Krasnoff 
The  Parsons  Corporation,  Leonard  J.  Pieroni 
Pegasus  Gold  Corp.,  Werner  G  Nennecker 
Pioneer  Financial  Services,  Inc.,  Peter  W.  Nauert 
Pitney  Bowes  Inc.,  George  B  Harvey 
Polaroid  Corporation,  I  MacAllister  Booth 
PolyGram  Holding  Inc.,  Eric  Kronfeld 
Price  Waterhouse  LLP,  Shaun  F  O'Malley 
The  Principal  Financial  Group,  David  Drury 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ryan 
Public  Service  Company  of  Oklahoma, 

R.L-  Zemanek 
The  Reader's  Digest  Association,  Inc., 

James  P  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation,  Walter  H.  Weiner 
Ringier  America,  Inc.,  Edward  C  Nytko 
RJR  Nabisco,  Inc.,  Charles  M  Harper 
The  Rockefeller  Group,  Richard  A.  Voell 
The  Rockport  Company,  Inc.,  Angel  Martinez 
Rodale  Press  Inc.,  Ardath  Rodale 
Safety-Kleen  Corp.,  John  G  Johnson 
SAIC,  J.  Robert  Beyster 

Sandoz  Pharmaceuticals  Corporation,  Heinz  Imhof 
Schering-Plough  Corporation,  Roh)ert  P  Luciano 
Sea-Land  Service,  Inc.,  John  Clancey 
Sensormatic  Electronics  Corporation, 

Ronald  G.  Assaf 
SERD/BTS,  Mercedese  M.  Miller 
Shawmut  National  Corporation,  Joe!  B  Alvord 
Simplex  Time  Recorder  Co.,  Edward  G  Watkins 
SmithKIine  Beecham,  Jan  Leschly 
Sony  Electronics,  Inc.,  Carl  J  Yankowski 
Sprint,  William  T  E.srey 
State  Farm  Insurance  Companies, 

Edward  B,  Rust,  Jr 
Statistica,  Inc.,  Jerry  L.  Ashworth,  Sn 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Eidward  T  Fogarty 
Teepak,  Inc.,  James  E.  Hermesdorf 
Tenet  Healthcare  Corporation,  Jeffrey  C  Barbakow 
Towers  Perrin,  John  T  Lynch 
Transamerica  Occidental  Life  Insurance  Company, 

David  R.  Carpenter 
Transco  Energy  Company,  John  P  DesBarres 
ULLICO,  Inc.,  Robert  A.  Georgine 
United  Technologies,  George  David 
UNUM  Corporation,  James  F  Orr,  III 
USAir,  Seth  E.  Schofield 
US  West,  Inc.,  Richard  D.  McCormick 
W.R.  Grace  &  Co.,  Thomas  A.  Holmes 
Washington  National  Insurance  Company, 

Robert  Patin 
Wells  Rich  Greene  BDDP,  Kenneth  S  Olshan 
Western  Publishing  Group,  Inc.,  Richard  A  Bernstein 
Western  Resources,  Inc.,  John  E.  Hayes,  Jr. 
Whirlpool  Corporation,  David  R  Whitwam 
Workman  Morris  Molina,  Edward  L.  Workman 
Wyse  Technology,  Inc.,  Douglas  Chance 
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Corporate  Scoreboard 


Sustaining  this  profit  expansion  is  bound  to  get  toughei 
Many  economists  are  expecting  slower  GDP  growth 


ers.  As  an  industry,  airlines  were  the 
worst  performers.  The  flr'st  quarter  is 
traditionally  slow,  as  consumers  stay 
home  during  the  winter  months.  The 
biggest  loser:  USAir  Group  Inc.,  which 
lost  $97  million,  compared  with  a  $196.7 
million  loss  in  the  same  period  of  1994. 
The  airhne's  revenues  rose  5%,  to  $1.8 
biUion.  Still,  some  analysts  believe  that 
after  years  of  cost-cutting  and  tighter 
control  of  capacity  gi'owth,  the  industiy 
may  be  poised  for  takeoff.  "This  is  go- 
ing to  be  the  first  profitable  year 
they've  had  since  1989,"  says  analyst 


Michael  W.  Derchin  of  Nat  West  Secur- 
ities Corp. 

Elsewhere,  trading  setbacks  contin- 
ued to  confound  some  banks.  Bankers 
Tinst  Co.  was  the  biggest  loser  of  the 
quarter,  with  its  red  ink  totaling  $157 


million,  compared  with  a  profit  of 
million  a  year  ago.  The  bank's  revei 
dechned  'l%,  to  $1.7  billion.  Banl 
TtTjst  blamed  losses  in  its  derivat 
business  and  Latin  American  tradin. 
Still,  there  were  some  blight  spoti 
the  tr'ading  front.  Citicoq),  for  insta 
I'eported  a  36%  profit  gain,  to  $829 
lion,  thanks  largely  to  foreign  excha 
trading.  More  good  news  like  that  in 
months  ahead  and  Corporate  Amer 
profit  momentum  may  keep  goin 
while  longer. 

By  Lon  Bongiomo  in  New  i 


FOR  EXPORTERS,  IT'S  FOLLOW  THE  BOUNCINC  BUCK 


The  dollar's  slide  against  the  yen 
and  the  mark  may  have  ignited 
panic  in  Tokyo  and  Bonn,  but  it's 
sparking  profits  for  U.  S.  business. 
Even  before  the  dollar  hit  its  recent 
low  of  79  yen,  U.  S.  companies  with 
operations  abroad  were  posting  big 
first-quarter  gains  as  their  sales  in 
foreign  cun-ency  translated  into  more 
dollars  back  home.  Furthermore, 
since  the  buck's  latest  drop  is  just 
beginning  to  boost  export  sales,  prof- 
its— especially  foi-  exporters  of  capi- 
tal goods  and  equipment — ai'e  likely 
to  get  a  second  currency  kick. 

Don't  expect  all  exporters  to  bene- 
fit equally,  though.  The  dollar's  re- 
cent fluctuations  have  been  uneven. 
It's  down  sharply  against  the  yen 
and  mark,  but  it  has  lost  little 
against  the  Canadian  dollar  and  has 
risen  against  the  Mexican  peso. 
Measured  against  all  cun-encies 
weighted  by  trade  volumes,  the  dol- 
lar is  virtually  unchanged.  "The  dol- 
lar doesn't  benefit  companies  in  som6 
areas  of  the  world,  but  does  double 
duty  in  others,"  says  John  E.  Silvia, 
chief  economist  of  Kemper  Financial 
Services  Inc.  in  Chicago. 
STRONG  EDGE.  Right  now,  the  worst 
market  for  U.  S.  companies  may  be 
Mexico.  January's  crisis  pushed  the 
peso  down  shaiply  and  sent  Mexico 
into  recession.  While  the  peso  has 
come  back  from  its  lows,  U.  S.  offer- 
ings still  look  pricey  to  cash-  and 
credit-strapped  Mexicans.  To  the 
north,  the  Canadian  economy  is  sof- 


tening, weakening  pros- 
pects for  U.  S.  sales. 

Asia  may  offer 
brighter  opportunities 
for  U.  S.  exporters. 
Growth  in  South  Ko- 
rea, China,  and  South- 
east Asia  promises  to 
remain  rapid.  In  many 
countries,  such  as  Hong 
Kong,  Taiwan,  and  Ma- 
laysia, cmrencies  close- 
ly track  the  dollar. 
That  gives  U.  S.  compa- 
nies a  strong  edge 
against  Japanese  com- 
petitors hobbled  by  en- 
daka — the  strong  yen. 
A  U.S.  firm  exporting 
to  Hong  Kong,  for  ex- 
ample, can  undercut  a 
Japanese  competitor's 
price  by  15.5%,  thanks  just  to  ex- 
change-rate changes  since  the  start 
of  the  year.  The  weak  dollar  may 
even  help  U.  S.  companies  penetrate 
the  Japanese  market.  Such  high-tech 
exporters  as  Intel,  Compaq,  and  Ap- 
ple could  benefit  from  increased 
Asian  sales. 

U.S.  companies  may  also  find 
stronger  sales  in  Eui'ope,  where 
economies  are  recovering  from  a  long 
downtuiTi.  Local  manufactui'ers  may 
not  be  able  to  match  the  prices  of 
U.  S.  livals.  For  example,  the  prices 
of  GeiTnan  goods  elsewhere  in  Eu- 
rope are  rising  as  the  mark  advances 
against  other  European  cun-encies. 


The  Dollar's 
Weakness  Varies 

Percent  change  in  value  against 
the  dollar,  Jan.  2-Apr.  28 

MEXICAN  PESO 

-20% 

CANADIAN  DOLLAR 

+3% 

GERMAN  MARK 

+  11% 

JAPANESE  YEN 

+  16% 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


Who  could  benefit? 
Kemper  Financial 
projects  smart  earn- 
ings gains  for  Gener-i 
al  Electric  Co.  and  ' 
Emerson  Electric  Cd 
Such  manufacturers  | 
usually  do  well  at  thi 
start,  of  an  economic 
upturn. 

PRICE  SQUEEZE?  The 

broader  question 
about  the  dollar's  im- 
pact on  profits  is 
whether  U.  S.  manu- 
facturers can  keep  uj 
with  rising  export 
demand.  Many  ex- 
port-oriented indus- 
tries— machine  tools, 
instiounents,  auto 
parts,  and  construc- 
tion and  data-processing  equipment- 
are  running  at  close  to  full  capacity, 
and  unfilled  orxlers  for  capital  goods 
are  up  22%  over  a  year  ago.  The 
squeeze  could  put  upwai-d  pressure 
on  prices  both  at  home  and  abroad. 
But  the  U.  S.  slowdovm  now  under- 
way may  eventually  ease  the  pres- 
sure. "If  we  can  redirect  pi'oduction 
from  domestic  sales  to  exports,  pric- 
es won't  be  a  problem,"  says  L. 
Douglas  Lee,  chief  economist  of  Nat- 
West  Washington  Analysis.  The  dol- 
lar's drop  may  prove  to  be  the  profit 
windfall  Corporate  America  is  count- 
ing on. 

By  Mike  McNamee  in  Washington 
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ES:  Includes  all  sales  and 
r  operating  revenues.  For 
(S,  includes  all  operating 
nues. 

Frxs:  Net  income  before 
jordinary  items.  For  banks, 
its  are  net  income  after 
irity  gains  or  losses. 
tGlNS:  Net  income  from 
inuing  operations  before 
aordinary  items  as  percent 
ales. 


RETURN  ON  INVESTED  CAPITAL: 

Ratio  of  net  income  before 
extraordinary  items  and  discon- 
tinued operations,  plus  minority 
interest  and  interest  expenses 
adjusted  by  tax  rate  (all  for 
most  recent  12  months),  to  lat- 
est available  total  funds  invest- 
ed in  company. 
RETURN  ON  COMMON  EQUITY: 
Ratio  of  net  income  available 
for  common  stockholders  (most 
recent  12  months)  to  latest 
available  common  equity, 


which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Apr.  21,  1995,  common- 
stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
GROWTH  IN  COMMON  EQUITY: 
Annual  percentage  growth  in 
common  equity  for  latest  five- 
year  period. 


GROWTH  IN  EARNINGS  PER 
SHARE:  Annual  percentage 
growth  in  earnings  per  share, 
including  all  common-stock 
equivalents,  for  latest  five-year 
period. 

MARKET  VALUE:  Latest  avail- 
able shares  outstanding  times 
stock  price  on  Apr.  21,  1995. 
EARNINGS  PER  SHARE:  For 

most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


tMPANY  SALES  PROFITS  RETURN 


MARGINS  5-YEAR  GROWTH  y^^y^ 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS- 

I 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

$MIL 

% 

$MIL 

% 

X 

% 

% 

% 

4-21 

% 

% 

$MIL 

SHARE 

LL-INDUSTRY  COMPOSITE 

1160065.0 

12 

75315.6 

30 

6.5 

5.6 

11.4 

16.9 

16 

4 

6 

3951457 

2.56 

AEROSPACE  &  DEFENSE 

DUSTRY  COMPOSITE 

22954.5 

3 

683.1 

-24 

3.0 

4.0 

9.6 

11.0 

19 

1 

9 

54296 

2.91 

EING 

5037.0 

-21 

181.0 

-38 

3.6 

4.5 

7.0 

7.5 

26 

9 

3 

19004 

2.18 

NCORP  (1) 

428.1 

7 

7.0 

NM 

1.6 

NM 

NM 

-77.8 

NM 

9 

NA 

401 

-0.08 

NERAL  DYNAMICS 

753.0 

^5 

60.0 

9 

8.0 

6.9 

15.1 

17.3 

13 

-9 

0 

2953 

3.50 

CKHEED  MARTIN 

5644.0 

12 

137.0 

-50 

2.4 

5.4 

NA 

NA 

NA 

0 

40 

11135 

NA 

:DONNELL  DOUGLAS 

3333,0 

13 

159.0 

19 

4.8 

4.5 

13.0 

15.1 

11 

1 

15 

5931 

5.29 

RTHROP  GRUMMAN 

1517.0 

33 

54.0 

4 

3.3 

4.3 

3,3 

2.8 

55 

8 

-38 

2455 

0.77 

HR  (5) 

219.8 

-6 

3.3 

142 

1.5 

0.6 

3.2 

1.4 

93 

-20 

0 

219 

0.13 

NDSTRAND 

345.0 

7 

-18.0 

NM 

NM 

5.5 

11,0 

12.6 

30 

-4 

-3 

1708 

1.79 

lOKOL  (5) 

232.6 

-13 

-35.1 

NM 

NM 

5.8 

2.9 

1.7 

87 

NA 

NA 

530 

0.33 

IITED  TECHNOLOGIES 

5344.0*' 

12 

135.0 

102 

2.5 

1.4 

14.5 

15.8 

15 

-7 

-7 

8958 

4.92 

AUTOMOTIVE 

DUSTRY  COMPOSITE 

110500.5 

14 

5087.8 

24 

4.6 

4.2 

15.4 

30.6 

7 

-10 

13 

113651 

5.33 

) CARS  &  TRUCKS 

«OUP  COMPOSITE 

94193.6 

13 

4373.3 

24 

4.6 

4.2 

15.2 

32.3 

6 

-12 

23 

79889 

6.44 

IRYSLER 

13500.0** 

3 

592.0 

-37 

4.4 

7.1 

21.6 

30.7 

5 

5 

74 

16655 

9.15 

RD  MOTOR 

34783.0 

14 

1550.0 

71 

4.5 

3,0 

11.8 

26.2 

5 

-5 

11 

27621 

5.58 

NERAL  MOTORS 

43285.0** 

15 

2154.0 

34 

5.0 

4.3 

19.3 

46.0 

6 

-28 

NA 

32908 

5.88 

IVISTAR  INTERNATIONAL  (2) 

1402.0 

24 

23.0 

44 

1.5 

1.4 

10.2 

13.4 

13 

-6 

NA 

1042 

1.08 

•CCAR 

1123.7** 

14 

54.3 

25 

4.8 

4.4 

NA 

18.3 

8 

3 

7 

1551 

5.54 

)  PARTS  &  EQUIPMENT 


^OUP  COMPOSITE 

12741.6 

22 

554.0 

25 

4.3 

4.2 

16.8 

25.2 

13 

1 

-19 

26073 

2.78 

LIEDSIGNAL 

3419.0 

15 

198.0 

17 

5,8 

5.7 

18.4 

26.4 

14 

-6 

9 

11113 

2.79 

IVIN  INDUSTRIES 

553.4 

15 

4.4 

-14 

0,8 

1.1 

NM 

-4.5 

NM 

2 

NA 

495 

-0.80 

IMMINS  ENGINE 

1334.0 

21 

67.0 

23 

5.0 

5.0 

22.5 

24.7 

7 

16 

NA 

1804 

5.37 

INA 

1924.4** 

21 

59.2 

24 

3,1 

3.0 

17,4 

25.5 

10 

-4 

12 

2470 

2.42 

.TROIT  DIESEL 

530.6 

31 

12.0 

43 

2.3 

2.1 

11,7 

14.3 

14 

NA 

NA 

556 

1.65 

IGLE-PICHER  INDUSTRIES  (1) 

197.6 

11 

13.0 

18 

6.6 

5.2 

NM 

NM 

NA 

NA 

-3 

NA 

4.50 

JON 

1731.0 

26 

108.0 

46 

6.2 

5.4 

15,7 

21.8 

12 

5 

10 

4522 

4.77 

HUN  (4) 

648.1 

30 

29.0 

33 

4.5 

4.4 

12,4 

15.3 

16 

4 

22 

2211 

2.30 

DERAL-MOGUL 

524.3 

14 

14.2 

-5 

2.7 

3.3 

8,4 

10.0 

12 

6 

20 

521 

1.49 

AR  SEATING 

1043.5 

52 

17.0 

160 

1.5 

1.0 

14,5 

32.9 

13 

33 

NA 

852 

1.44 

mw  (A.O.) 

393.0 

15 

18.4 

17 

4.7 

4.5 

12.7 

19.2 

9 

NA 

126 

510 

2.87 

rANDARD  PRODUCTS  (5) 

265.0 

19 

5.9 

-16 

2.5 

3.7 

9.1 

11.7 

11 

12 

7 

332 

1.73 

ABASH  NATIONAL 

177.5 

52 

7.0 

45 

3.9 

4.1 

14.4 

15.9 

22 

67 

30 

587 

1.41 

;)  TIRE  &  RUBBER 

ROUP  COMPOSITE 

3565.4 

10 

160.5 

13 

4.5 

4.4 

17.3 

20.6 

11 

6 

49 

7689 

3.04 

)OPER  TIRE  &  RUBBER 

355.4 

11 

27.2 

3 

7,5 

8.1 

18.0 

19.5 

15 

16 

17 

1955 

1.55 

)ODYEAR  TIRE  &  RUBBER 

3200.0 

10 

133.3 

15 

4.2 

4.0 

17.1 

20.8 

10 

4 

27 

5735 

3.86 

i  First  quarter  ended  Feb.  28.  (2)  First  quarter  ended  Jan.  31.  (3)  Second  quarter  ended  Mar.  31.  (4)  Second  quarter  ended  Feb,  28.  (5)  Second  quarter  ended  Jan.  31,  (6)  Third  quarter  ended  Mar,  31.  (7)  Third  quarter  ended  Feb, 
1.  (8)  Third  quarter  ended  Jan,  31.  (9)  Fourth  quarter  ended  Mar,  31.(10)  Fourth  quarter  ended  Feb,  28.  (11)  Fourth  quarter  ended  Jan,  31.  'Sales  include  excise  taxes.  "Sales  include  other  income.  '"Sales  include  excise  taxes 
d  other  income.  tRevenues  from  some  major  subsidiaries  are  not  included  in  consolidated  sales;  parent's  share  of  earnings  is  included  in  profits.  NA  =  not  available,  NM  =  not  meaningful.  Earnings  per  share  are  for  latest  12  months, 
t  necessarily  for  end  of  most  recent  fiscal  year;  they  include  all  common-stock  equivalents  but  exclude  extraordinary  items.  DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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G  i  a  n  n  i 


The  IBM  ThinkPad  701C:  /  5  Ihs..  rxj„md<M,'  fidt-^ize  linh«"r'l.  10.4" 

TFT  rohn'  st  rrcn  (nictisitirf 
72(niir  hard  dme.  up  U,  2l\lH  R AM.  TlunhPnd  En^ySen"'  cminc,  rrpmr 
serticc.  For  (in  tiidntrizi'd  /V/n/nrss  Ririm;.  Call  1  800  772-2227. 


'Wilh  MIery,  e/tludt".,  exierndl  di'.,k  dnre  Weighl  may  vary  '  MB  =  million  byles  'Available  only  in  Ifie  US  and  Canada  Nuaddilional  charge  during  ivarranly  IBM  and  ThinkPad  are  legislered  liademarks  and  There  isa  dillerence  and  ThinkPad  EasyServarel  t- 


From  metal- mesh  evening  gowns  to  red 
polyvinyl  suits,  Gianni  Versace  has  earned 
a  reputation  for  boldly  creative  designs. 
And  lately,  they're  brought  to  life  on  a  new 
IBM  ThinkPad®  701C.  Working  from  the 
bedroom  of  his  Lake  Como 
villa,  Versace  draws  on 
neoclassical  surroundings 
for  design  inspiration,  using  his  ThinkPad 
to  freely  experiment  with  color  and  style. 
An  approach  that,  uniquely,  marries  18th- 
century  art  with  20th-century  technology. 


There  is  a  difference 


less  Machines  Corporation  PhotoShop  is  a  registered  trademark  ot  Adobe  Systems,  Inc  'St995  IBIyt  Corporation 


CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

i¥iHr\r\c  1 

VALUE 

MARGINS 

5-YEAR  GROWTH 

1 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MON 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EAR^ 

1995 

1994 

1995 

1991  ' 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PI 

SMIL 

% 

$MIL 

% 

% 

% 

% 

4-21 

% 

% 

$MIL 

SH/ 

3  BANKS 

INDUSTRY  COMPOSITE 

60031.6 

13 

7270.9 

2 

12.1 

13.4 

16.8 

15.8 

9 

17 

32 

251922 

4.: 

(A)  BANKS  -  EAST 

GROUP  COMPOSITE 

28231.0 

6 

2903.7 

-6 

10.3 

11.6 

18.0 

15.6 

9 

15 

70 

98488 

4.« 

BANK  OF  BOSTON 

1191.6 

38 

125,3 

22 

10.5 

11.9 

NA 

16.3 

8 

10 

35 

3370 

3.! 

BANK  OF  NEW  YORK 

1236.0** 

30 

213.0 

20 

17.2 

18.7 

NA 

18.5 

8 

10 

25 

5977 

4. 

BANKERS  TRUST  NEW  YORK 

1595,0** 

-1 

-157.0 

NM 

NM 

9.6 

20.0 

6.1 

17 

16 

3 

4147 

3. 

BAYBANKS 

240.8** 

23 

30.5 

37 

12.7 

11.3 

NA 

14.8 

10 

9 

15 

1159 

6.1 

CHASE  MANHAHAN 

2714.0** 

-8 

260.0 

-29 

9.6 

12.4 

NA 

14.0 

8 

14 

14 

7707 

5.: 

CHEMICAL  BANKING 

3536.0** 

17 

395.0 

24 

11.2 

10.6 

NA 

13.3 

8 

32 

59 

10025 

5.1 

CITICORP 

6859.0 

-11 

829.0 

36 

12,1 

7.9 

22.4 

24.2 

6 

10 

54 

18717 

7.1 

CIDCT  CinCI  ITV  DAUmDDnDATIflM 

rIKbl  rlUtLM  Y  oANLUKrUKAl  lUn 

684.5** 

1 1 

1 12.9 

4 

16.5 

17.7 

14.6 

16.4 

9 

15 

16 

4019 

5.1 

CI  CCT  riMAUPlAi  poniiD 

rLttI  rlNANUIAL  uKUUr 

1 175.9** 

9 

154. 1 

2 1 

14.0 

12,5 

14.2 

21.2 

8 

9 

9 

4355 

3.' 

INTEGRA  FINANCIAL 

296.4** 

7 

40.2 

-14 

13.6 

16.8 

12.6 

18.9 

9 

14 

37 

1401 

4.1 

MELLON  BANK 

1084.0*' 

13 

170.0 

9 

15.7 

16,3 

NA 

9.8 

15 

26 

7 

5703 

2.! 

MERIDIAN  BANCORP 

331.5 

18 

41.2 

2 

12.4 

14.5 

14.1 

13.4 

11 

13 

10 

1849 

2.1 

MIDLANTIC 

285.6** 

13 

53.3 

0 

18.7 

21.1 

18.9 

20.7 

7 

-2 

-6 

1882 

5.: 

MORGAN  (J.  P.) 

3358.0** 

19 

255.0 

-26 

7.6 

12.2 

24.3 

12.2 

12 

20 

13 

12412 

5.1 

PNC  BANK 

1261.2** 

9 

125.7 

-39 

10.0 

17.8 

7.5 

12.0 

11 

12 

25 

5919 

2.; 

REPUBLIC  NEW  YORK 

711.0** 

21 

87.5 

10 

12.3 

13,5 

8.8 

15.8 

8 

14 

123 

2598 

5.1 

SHAWMUT  NATIONAL 

676.7** 

25 

62.6 

-19 

9.3 

14.2 

NA 

10.2 

16 

10 

NA 

3231 

1.: 

STATE  STREET  BOSTON 

580.5** 

27 

54.3 

0 

9.4 

11.8 

27.3 

17.1 

12 

15 

14 

2457 

2,1 

UJB  FINANCIAL 

313.3** 

19 

40.0 

32 

12.8 

11,5 

15.2 

13.1 

11 

5 

2 

1551 

2.1 

(B)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

13318.3 

20 

1801.6 

-1 

13.5 

16.3 

15.9 

16.6 

10 

19 

13 

66813 

3.( 

BANC  ONE 

BOATMEN'S  BANCSHARES 
COMERICA 

FIFTH  THIRD  BANCORP 


2179.5* 
718.4* 
684.2 
339,5* 


13 
16 
32 
22 


302.6 
85.4 

100.0 
66.1 


-7 
-13 
10 
14 


13,9 
11,9 
14,6 
19.5 


17.0 
15,8 
17,6 
20,8 


14.7 
17,7 
NA 
20.1 


13.4 
15,1 
15,6 
18.3 


13 
10 
9 
13 


29 
18 
33 
15 


11 
14 
5 
16 


11860 
3390 
3390 
3252 


FIRST  BANK  SYSTEM 
FIRST  CHICAGO 
FIRST  OF  AMERICA  BANK 
FIRSTAR 


699.4 
1557.1* 
526.0* 
__387.2_ 

398.9* 
1416.4* 
319.4* 
187.6* 


20 
32 
20 
18 


133.8 
195.1 
47.4 
_3_5^2_ 

53.9 
173.9 
46,1 
44.1 


20 
1 

-19 

-39 


19,1 
12,5 
9,0 
9,1 


19.1 
16.4 
13.3 
17.5 


15.0 
20.7 
13.3 
NA 


20.6 
15.4 
13.3 
14.5 


11  23 

8  12 

10  18 

10  18 


20 
18 
5 
13 


4479 
4909 
2168 
1984 


HUNTINGTON  BANCSHARES 
KEYCORP 

MARSHALL  &  ILSLEY 
MERCANTILE  BANCORPORATION 


10 
11 
12 
5 


-19 
-17 
20 
11 


13.5 
12.3 
14.4 
23,5 


18,4 
16.4 
13.5 
22.3 


NA 
NA 
8.1 
14.3 


15.3 
17.7 
9.4 
15.6 


10 


20 
10 


15 
NA 
12 
22 


17 
NA 
1 

115 


2409 
5545 
1885 
1504 


NATIONAL  CITY 
NBD  BANCORP 
NORTHERN  TRUST 
NORWEST 


773.3* 
992.4 
422.8* 
1715.2* 


19 
32 
25 
20 


111,0 
140.9 
49.3 
216.8 


7 
15 

9 
14 


14.4 
14.2 

11.7 
12.6 


16.0 
16.3 
13.4 
13.4 


15.7 
14.7 
15.8 
NA 


17.5 
17.2 
16.1 
23.9 


10 
9 
12 
10 


12 
17 
17 
22 


6 
6 
10 
26 


4132 
4828 
2055 
7922 


2.  ; 

3.1 

3.  ; 

2-ijBs 


(C)  BANKS  -  SOUTH  &  SOUTHEAST 


GROUP  COMPOSITE 

10104.8 

23 

1334.9 

7 

13.2 

15.1 

NA 

15.6 

9 

21 

15 

47473 

4. 

AMSOUTH  BANCORPORATION 

367.5*' 

37 

40.1 

3 

10.9 

14.5 

11,5 

9.8 

14 

19 

8 

1858 

2. 

BANPONCE 

281.5** 

24 

33.7 

17 

12.0 

12.6 

NA 

13.7 

9 

17 

5 

1051 

3. 

BARNETT  BANKS 

882.2** 

19 

128.7 

9 

14.6 

15.9 

NA 

16.5 

9 

14 

15 

4413 

4. 

CRESTAR  FINANCIAL 

318.9** 

14 

45.1 

11 

14.1 

14.4 

NA 

15.4 

10 

11 

-2 

1731 

4. 

FIRST  UNION 

1753.3** 

21 

236.9 

7 

13.5 

15.4 

NA 

15,9 

8 

23 

19 

7790 

5. 

NATIONSBANK 

3720.0** 

23 

443.0 

6 

11.9 

13.8 

NA 

15.6 

8 

35 

13 

13823 

5. 

REGIONS  FINANCIAL 

271.0** 

25 

40,2 

16 

14.8 

15.0 

12,2 

14.9 

10 

15 

15 

1564 

3. 

SIGNET  BANKING 

370.6** 

17 

42.2 

-21 

11.4 

16.7 

14.5 

12.5 

9 

9 

15 

1275 

2. 

SOUTHTRUST 

387.5** 

36 

46.8 

15 

12.1 

14,3 

14.5 

15.8 

10 

20 

14 

1710 

2. 

SUNTRUST  BANKS 

903.4** 

18 

136.0 

7 

15.1 

15,6 

15.5 

15.4 

12 

12 

11 

6275 

4. 

WACHOVIA 

848.9** 

25 

142.2 

14 

15.7 

18,4 

11.2 

16.9 

11 

14 

12 

5983 

3. 

(D)  BANKS  -  WEST  &  SOUTHWEST 


GROUP  COMPOSITE 

8377.4 

22 

1230.7 

30 

14.7 

13.7 

NA 

15.5 

9 

19 

9 

39148 

5.; 

BANCORP  HAWAII 

254.4** 

11 

28.2 

-18 

11  1 

15,0 

NA 

11,4 

11 

19 

8 

1171 

2.f 

BANKAMERICA 

4505.0 

28 

511.0 

19 

13,6 

14.6 

NA 

12,8 

9 

30 

7 

18559 

5.; 

FIRST  INTERSTATE  BANCORP 

1189.9** 

21 

212.0 

15 

17.8 

18.7 

NA 

23.5 

8 

11 

7 

5602 

9. 

FIRST  SECURITY 

291.4** 

37 

35.5 

7 

12.2 

15.5 

NA 

15.0 

8 

17 

15 

1178 

2.i 

U.S.  BANCORP 

508.8** 

13 

66.5 

NM 

13.1 

NM 

NA 

14.4 

12 

10 

-1 

2711 

2.; 

UNION  BANK 

359.9" 

23 

44.3 

448 

12,3 

2.8 

10.0 

9.1 

14 

7 

-16 

1406 

2.i 

WELLS  FARGO 

1267.0** 

6 

233.0 

15 

18,4 

15.9 

15.5 

24.3 

11 

7 

17 

8521 

15.i 

4  CHEMICALS 


INDUSTRY  COMPOSITE 


39080.2 


22  3558.5 


92 


9.1 


5.8 


14.9 


21.3 


14 


148442 


AIR  PRODUCTS  &  CHEMICALS  (3)             982.9  14  88.5  555  9.0  1.6  10.5  14.6  18  9  -1 

ALBEMARLE                                        313.3  30  14.6  36  4.7  4.4  6.8  9.5  15  NA  NA 

ARCO  CHEMICAL  1141.0  51  125.0  180  11.0  5.9  13.3  21.1  13  0  -8 

CABOT  (3)  481.3  11  46.4  108  9.6  5.1  14.6  20.3  13  0  8 


5219 

908  O.i  ]Si 

4384  3.{i[ 

1456  3.(« 


CYTEC  INDUSTRIES 
DEXTER 

DOW  CHEMICAL 
DUPONT 

EASTMAN  CHEMICAL 


310.7 
266.8 

5962.0* 
10502.0* 

1232.0 


20 
14 
31 
14 
25 


22.1 
10-5 
584.0 
959.0 
132.0 


159 
13 

238 
49 

135 


7.1 
3.9 
9.8 
9.1 
10.7 


3.2 
4.0 
3,8 
7,0 
5,7 


23.0 
9.4 
12.3 
16.7 
16.8 


65.5 
10.9 
15.3 
24.1 
31.8 


14 
14 
14 
11 


NA 

0 
-1 
-7 
NA 


NA 

-3 
-22 
-11 

NA 


492 
545 
19399 
43414 
4487 


4.S 


tPORATE  SCOREBOARD 


ANY  SALES  PROFITS  RETURN 

MARKET 


MARGINS  S-YEAR  GROWTH 


VALUE  12 


1ST  CHANGE          1ST  CHANGE  1ST  1ST            ON            ON  EARNINGS        SHARES  MONTHS' 

QUARTER  FROM  QUARTER  FROM  QUARTER  QUARTER  INVESTED  COMMON  COMMON  PER  OUTSTANDING  EARNINGS 

1995  1994           1995  1994  1995  1994  CAPITAL  EQUITY       P-E  EQUITY  SHARE           4-21  PER 

$MIL  %           $MIL  %  %  %              %             %  4-21         %  %             $MIL  SHARE 


mo 

(fllSSISSIPPIJ6)_  

(H.B.)  (1) 

A  GULF 

CH(B.F.)  

(w"r.) 

lakes  chemical 

(M.A.) 

OBAL  (6)  

LAVORS  &  FRAGRANCES 
ATIONAL  SPECIALTY  PRODUCTS 

E 

OL 


694  5** 

25 

27  6 

21 

4  0 

4  1 

19  2 

20  0 

30 

_3 

_5 

3602 

1.28 

234.3 

0 

21.5 

54 

9.2 

6.0 

15.2 

25.3 

13 

-13 

-17 

1258 

0.84 

342.9 

21 

13.1 

16 

3.8 

4.0 

10,9 

13.7 

17 

3 

23 

762 

1.61 

176.3 

36 

19.7 

305 

11.2 

3.7 

19.1 

27.6 

9 

-3 

-4 

516 

2.75 

295  6 

22 

6  0 

49 

2  0 

2  7 

9  9 

119 

16 

g 

1 1 

527 

2.34 

336.2 

29 

21.4 

206 

6.4 

2.7 

20,1 

30.1 

11 

NA 

NA 

718 

2.61 

314.0 

63 

60.2 

373 

19.2 

6.6 

50.2 

544.6 

8 

NA 

-22 

1355 

4.01 

594.0 

18 

17.6 

259 

3.0 

1.0 

8.0 

8.7 

17 

-10 

-33 

1199 

2.73 

25 

47  5 

24 

3  5 

3  5 

5  9 

6  2 

54 

_5 

-22 

4892 

0  97 

569.0 

27 

68.3 

2 

12.0 

14.9 

20.1 

21.4 

14 

18 

20 

3870 

4.08 

492.7 

27 

12.0 

93 

2.4 

1.6 

7.4 

9.6 

19 

-7 

-12 

892 

1.32 

550.0 

34 

45.7 

746 

8.3 

1.3 

13.3 

16.2 

13- 

-8 

NA 

1426 

3.83 

373.6 

15 

70.0 

19 

18.7 

18.2 

23.7 

23.5 

24 

4 

10 

5643 

2.13 

179.9 

22 

15.1 

47 

8.4 

7.0 

NA 

8.7 

15 

NA 

NA 

762 

0.50 

196.8 

23 

24.6 

35 

12.5 

11.4 

21.8 

21.0 

19 

11 

7 

1707 

2.51 

416.7 

4 

49.1 

13 

11.8 

10.8 

18.9 

20.9 

13 

3 

4 

2270 

2.77 

1174.0 

42 

127.0 

477 

10,8 

2.7 

33.3 

520.6 

6 

37 

-41 

1950 

4.10 

2318.0 

16 

229.0 

18 

9.9 

9.7 

17.1 

22.3 

14 

-7 

2 

9104 

5.71 

921.0 

14 

89.9 

26 

9.8 

8.8 

17.1 

18.8 

15 

8 

11 

4252 

1.89 

315.4 

-6 

37.8 

12 

12.0 

10.1 

13.4 

16.6 

26 

5 

-1 

2309 

1.31 

ILL  PETROCHEMICAL 
NTO 

N  INTERNATIONAL  (6) 
CHEMICAL 


JSTRIES 

250.9 

24 

13.1 

NM 

5.2 

NM 

-0.6 

NM 

NM 

NA 

NA 

721 

-0.08 

766.1 

27 

38.4 

151 

5.0 

2.5 

11.6 

13.5 

12 

-1 

-11 

1349 

4.55 

R 

756.0 

24 

65.0 

55 

8.6 

6.9 

16.4 

25.8 

15 

NA 

NA 

3223 

1.60 

icHAAS 

985.0** 

15 

79.0 

18 

8.0 

7.8 

12.7 

18.2 

14 

3 

0 

3875 

3.97 

VIAN  (A.)  (4) 

251.3** 

48 

13.1 

46 

5.2 

5.3 

13.4 

14.5 

22 

15 

6 

1145 

1.39 

;  (3) 

236.1 

14 

14.8 

14 

5.3 

6.3 

10.4 

15.5 

15 

142 

346 

376 

1.28 

iG  CHEMICALS  (3) 

303.9 

96 

56.1 

NM 

18.5 

1.2 

34.6 

92.8 

7 

-7 

-34 

696 

1.78 

INDUSTRIES 

443.3** 

71 

33.0 

NM 

7.4 

NM 

11.3 

21.2 

8 

-3 

11 

830 

1.28 

CARBIDE 

1453.0 

29 

230.0 

265 

15.8 

5.6 

24.0 

36.2 

8 

-12 

-15 

4332 

3.63 

602.5 

9 

29,8 

35 

4.9 

4.0 

9.8 

12.2 

14 

9 

2 

1579 

2.04 

»NGLOMERATES 


TRY  COMPOSITE 

39502.8 

14 

2446.4 

24 

6.2 

5.7 

13.1 

21.5 

15 

0 

4 

153690 

3.29 

TANDARD  (3) 

2445.8** 

24 

49.1 

29 

2.0 

1.9 

6.0 

7.1 

49 

12 

-15 

3873 

1.46 

INDUSTRIES 

356.3 

7 

23.5 

14 

6.6 

6.2 

33.9 

NM 

13 

NA 

NA 

1250 

1,39 

858.2 

9 

21.5 

25 

2.5 

2.2 

14.3 

26.4 

15 

-18 

-17 

2302 

1.65 

\L  ELECTRIC 

15126.0** 

18 

1372.0 

13 

9.1 

9.5 

14.0 

23.6 

15 

5 

7 

93828 

3.65 

JRT  GENERAL  (2) 

720.7** 

2 

11.8 

99 

1,6 

0.8 

7.4 

9,9 

30 

-7 

0 

3010 

1.30 

6538.0 

26 

228.0 

13 

3.5 

3.9 

13.2 

15,7 

14 

-6 

1 

11228 

7.52 

) 

192.8 

14 

26.5 

20 

13.7 

13.0 

16.1 

17,3 

25 

9 

10 

2626 

0.92 

Y 

220.4 

25 

8.7 

-51 

4.0 

10.2 

9.7 

10,9 

17 

-6 

10 

617 

2.56 

IK  INTERNATIONAL 

849.7 

8 

46.5 

23 

5.5 

4.8 

22.8 

24.1 

13 

3 

18 

2915 

3.54 

ELL  INTERNATIONAL  (3) 

3361.0 

22 

191.4 

24 

5.7 

5.6 

15.2 

20.3 

14 

-6 

-1 

9538 

3.13 

NE 

625.5 

9 

64.3 

NM 

10.3 

NM 

NM 

40.7 

13 

-30 

NA 

1393 

2.00 

:0 

2163.0 

-29 

153.0 

26 

7.1 

4.0 

13.0 

22.7 

13 

-6 

-8 

8705 

3.65 

N 

2387.0 

-1 

109,0 

9 

4.6 

4,2 

7.7 

15.4 

12 

NA 

10 

4884 

4.96 

2596.3 

20 

114.7 

79 

4.4 

3.0 

15.9 

21.0 

12 

-2 

2 

4660 

5.82 

467.6 

148 

12.4 

NM 

2.7 

0.1 

4.6 

16.5 

28 

-9 

-28 

929 

0.29 

AN 

594.4 

9 

14.0 

43 

2.4 

1.8 

11.4 

20.0 

18 

-10 

-10 

1930 

1,04 

INSUMER  PRODUCTS 


TRY  COMPOSITE 

63596.5 

10 

4423.0 

16 

7.0 

6.6 

15.0 

24.2 

17 

9 

8 

297921 

2.94 

PAREL 

'  COMPOSITE 

6096.6 

12 

251.9 

31 

4.1 

3.5 

8.0 

12.9 

18 

15 

8 

18312 

1.94 

GROUP  (11) 

332.2 

3 

3.8 

NM 

1.1 

NM 

NA 

13.4 

15 

-6 

NA 

514 

1.91 

F  THE  LOOM 

528.2 

21 

16.5 

-34 

3.1 

5.7 

3.5 

4.5 

39 

30 

3 

1991 

0.68 

APPAREL  GROUP 

192.0** 

19 

16.7 

13 

8.7 

9.1 

22.2 

22.9 

12 

59 

14 

699 

2.17 

lOD  (8) 

291.5 

16 

-2.0 

NM 

NM 

1.4 

8.5 

9.8 

12 

11 

5 

361 

1.49 

IBORNE 

527.1 

-3 

28.1 

2 

5.3 

5.1 

8,5 

8,5 

17 

10 

-11 

1415 

1.08 

) 

1124.7 

29 

95.3 

51 

8.5 

7.3 

NA 

19.1 

15 

26 

13 

5286 

4.81 

S-VAN  HEUSEN  (11) 

353.4 

14 

10.0 

-24 

2.8 

4.3 

NA 

11.4 

14 

54 

19 

406 

1.11 

INTERNATIONAL 

935.5 

9 

65.9 

0 

7.0 

7.7 

23.9 

25.7 

11 

1 

13 

2590 

3.05 

L 

248.3 

7 

12.2 

-8 

4,9 

5.8 

10.9 

12.4 

15 

9 

1 

1161 

1.94 

1187.6 

6 

58.0 

10 

4,9 

4.7 

14.0 

15.6 

12 

18 

17 

3321 

4.28 

3INT  STEVENS 

376.2 

6 

-52,6 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

568 

-5.97 

PLIANCES  &  HOME  FURNISHINGS 

'  COMPOSITE 

11009.0 

22 

377.7 

11 

3.4 

3.7 

11.5 

14.6 

16 

4 

-2 

19635 

1.69 

tONG  WORLD  INDUSTRIES 

699.6 

9 

34.4 

-28 

4.9 

7.5 

17.2 

25.1 

9 

-10 

2 

1626 

4.84 

JY  (10) 

1947.1 

63 

28.1 

31 

1.4 

1.8 

9,0 

15.3 

19 

42 

57 

1080 

1.33 

■  CITY  STORES  (10) 

1910.2 

36 

83.7 

24 

4.4 

4.8 

16.5 

19.1 

14 

20 

12 

2362 

1.72 

UYS  (3) 

195.7 

19 

2.3 

-17 

1.2 

1.7 

11,5 

11.5 

9 

32 

7 

135 

1.11 

VIEYERS  (10) 

299.1** 

24 

14.9 

5 

5,0 

5.9 

9.6 

13.6 

16 

23 

18 

1020 

1.34 

L  INTERNATIONAL  (6) 

236.8 

14 

10.8 

25 

4.6 

4.2 

11.0 

11.0 

14 

7 

-2 

569 

1.88 

Y  CHAIR  (8) 

210.8 

9 

7.2 

-10 

3.4 

4.1 

10.6 

12.2 

14 

8 

3 

494 

1.97 

820.1 

4 

39.5 

28 

4.8 

3.9 

14.3 

21.8 

11 

-9 

-4 

1838 

1.50 

MPORTS  (10) 

199.3 

10 

10.4 

NM 

5.2 

NM 

NA 

11.5 

16 

10 

-16 

376 

0.60 

CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

MARKET 
VALUE 

MARGINS 

5-YEAR  GROWTH 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

M 

QUARTER 

fROM 

QUARTER 

EROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EA 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

'4-21 

$MIL, 

% 

SMIL. 

% 

% 

% 

% 

% 

4-21 

% 

% 

$MIL 

3 

SUN  TV  &  APPLIANCES  (10) 

258.7 

27 

6.5 

-9 

2.5 

o.D 

9.9 

11,9 

9 

77 

42 

149 

: 

SUNBEAM-OSTER 

339.5 

1 

30.0 

9 

8,8 

8,6 

NA 

18,5 

17 

10 

NA 

1813 

TANDY 

1226.6** 

24 

38.9 

-7 

3.2 

4,2 

12.0 

13,2 

17 

-5 

-5 

2818 

/ 

TORO  (5) 

214,0 

13 

6.8 

52 

3,2 

2.4 

16.8 

18,8 

11 

7 

-5 

372 

WHIRLPOOL 

1985.0 

6 

75.0 

12 

3,8 

3,6 

9.1 

9,6 

25 

4 

7 

4163 

WILLIAMS-SONOMA  (11) 

204.2 

26 

13.4 

17 

6,6 

7,0 

16.2 

16,5 

25 

28 

-12 

488 

j 

7FNITH  FIFTTRONIC^ 

252  1 

-12 

-24  3 

N  M 

NM 

NM 

NM 

-117 

N  M 

-15 

NA 

00  i 

(C) BEVERAGES 

GROUP  COMPOSITE 

8986.0 

11 

904.9 

17 

10.1 

9.5 

17.9 

32.2 

24 

5 

13 

95587 

\ 

ANHEUSER-BUSCH 

2756.5 

5 

216.1 

6 

7,8 

7,8 

13.5 

23,6 

15 

7 

3 

14955 

BROWN-FORMAN  (8) 

375.9 

8 

37.7 

-3 

10,0 

11,1 

17.3 

28,9 

15 

0 

9 

2191 

; 

CANANDAIGUA  WINE  (4) 

210.9 

51 

10.0 

74 

4,7 

4,1 

5.6 

5,5 

38 

38 

30 

838 

COCA-COLA 

3854.0 

15 

638.0 

22 

16,6 

15.5 

41,2 

51,0 

28 

9 

18 

74164 

COCA-COLA  ENTERPRISES 

1462.0 

1 1 

3.0 

NM 

0,2 

NM 

3,4 

5,9 

38 

-3 

NA 

2907 

( 

326  6 

3 

0  1 

-99 

0,0 

2,2 

7  ft 

1  9 

-12 

25 

ft^9 

(D)  PERSONAL  CARE 

GROUP  COMPOSITE 

14349.3 

11 

1111.7 

22 

7.7 

7.1 

19.9 

28.0 

20 

9 

5 

86083 

■ 

AVON  PRODUCTS 

976.2 

10 

34.4 

11 

3,5 

3,5 

78,6 

144,5 

17 

-3 

10 

4429 

CLOROX  (6) 

499.1 

4 

54.0 

9 

10,8 

10,3 

16,2 

20,8 

15 

3 

7 

3064 

COLGATE-PALMOLIVE 

1980.0 

12 

156.5 

5 

8,5 

17,2 

31,4 

18 

1 1 

18 

10090 

ECOLAB 

309.6 

13 

18.4 

11 

5,9 

6,0 

16.6 

18,7 

18 

3 

62 

1540 

GILLETTE 

1536.0 

13 

196.1 

20 

12,8 

12,1 

25.2 

37,0 

25 

88 

15 

18159 

HELENE  CURTIS  INDUSTRIES  (10) 

365.0 

8 

7.8 

21 

2,1 

1,9 

6.8 

9,0 

17 

9 

3 

336 

NCH  (8) 

186.6 

9 

7.0 

23 

3,8 

3,4 

10.9 

11,1 

15 

8 

-2 

520 

'. 

PROCTER  &  GAMBLE  (6) 

8312.0 

12 

631.0 

31 

7.6 

6,5 

18.8 

25,7 

19 

5 

-10 

47421 

o  1  MnnuiviL 

184  9 

g 

D.  vJ 

9  1 

3.5 

4,7 

i  0, 1 

1  R  7 
ID,/ 

1  ^ 

1  0 

9 

-3 

(E)  TOBACCO 

GROUP  COMPOSITE 

23155.6 

4 

1776.8 

12 

7.7 

7.1 

13.6 

24.9 

12 

12 

9 

78203 

4 

AMERICAN  BRANDS 

2792.5* 

-7 

116.6 

-10 

4,2 

4,3 

15,8 

18,4 

9 

8 

5 

7721 

PHILIP  MORRIS 

16517.0** 

7 

1363.0 

16 

8,3 

7,6 

18,1 

38,5 

12 

4 

9 

57355 

RJR  NABISCO  HOLDINGS 

3540.0 

-1 

198.0 

2 

5,6 

5,4 

5,8 

6,6 

14 

48 

NA 

7489 

UST 

306.1* 

9 

99.2 

12 

32,4 

31,7 

80,9 

110,0 

15 

-4 

19 

5638 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

9009.1 

t  jO.  / 

MM 

5.1 

0.5 

fi  1 

O.  1 

1  ^  ^ 

5 

NA 

91017 

(A)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2655.9 

12 

89.4 

24 

3.4 

3.0 

9.1 

12.5 

21 

15 

4 

6279 

\ 

BALL 

605.6 

3 

19.6 

87 

3,2 

1,8 

10,6 

13,0 

14 

10 

9 

1058 

CROWN  CORK  &  SEAL 

1126.7 

19 

36.5 

9 

3,2 

3,6 

8,5 

9,8 

28 

10 

8 

3798 

OWENS-ILLINOIS 

923.6 

1  n 

lU 

1  Q 

3,6 

3,3 

9  1  1 
i  ,  i 

1  7 

39 

NA 

( 

(B)  PAPER 

GROUP  COMPOSITE 

6353.2 

31 

369.3 

NM 

5.8 

NM 

5.5 

13.7 

20 

3 

NA 

14738 

1 

ACX  TECHNOLOGIES 

227.0 

40 

8  6 

155 

3,8 

2,1 

4,1 

5,5 

21 

14 

NA 

532 

BEMIS 

368.6 

14 

16.1 

18 

4,4 

4,2 

12,8 

18,0 

19 

9 

5 

1402 

FEDERAL  PAPER  BOARD 

435.8 

36 

46.9 

NM 

10.8 

NM 

8,3 

12,5 

11 

-19 

1229 

i 

GAYLORD  CONTAINER  (3) 

256.3 

40 

27.5 

NM 

10,7 

NM 

NM 

NM 

NM 

-20 

NA 

713 

( 

JEFFERSON  SMURFIT 

1001.1 

38 

39.3 

NM 

3  9 

N  M 

11,5 

NM 

23 

N  A 

N  A 

1602 

( 

LONGVIEW  FIBRE  (2) 

227.5 

37 

16.5 

831 

7,3 

1,1 

7,0 

11,6 

17 

1 

-10 

835 

( 

RIVERWOOD  INTERNATIONAL 

313.2 

18 

10.9 

336 

3,5 

0,9 

2,5 

3,6 

78 

-7 

NA 

1425 

1 

ROCK-TENN  (3) 

224.7 

30 

10,8 

9 

4,8 

5,7 

12,3 

14,2 

13 

NA 

NA 

514 

SONOCO  PRODUCTS 

645.1 

20 

37.5 

34 

5,8 

5,2 

11,7 

19,9 

17 

5 

10 

2173 

STONE  CONTAINER 

1819.3 

41 

96,8 

NM 

5,3 

NM 

NM 

6,3 

47 

-21 

NA 

1819 

TEMPLE-INLAND 

834.7 

18 

58,3 

155 

7,0 

3,2 

6,1 

9,3 

15 

7 

-15 

2493 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

122030.7 

11 

4921.4 

60 

4.0 

2.8 

11.4 

14.3 

18 

9 

16 

204385 

1 

AMES  DEPARTMENT  STORES  (11) 

704.5** 

6 

30,7 

-24 

4,4 

6,1 

22,3 

21,8 

3 

NA 

NA 

49 

( 

AUTOZONE  (4) 

364.1 

20 

23.8 

14 

6,5 

6,9 

20,6 

21,3 

28 

54 

40 

3470 

( 

BAKER  (J.)(U) 

303.3 

13 

6,7 

-16 

2,2 

3,0 

6,7 

10.9 

8 

35 

7 

183 

BARNES  &  NOBLE  (11) 

592.8 

23 

39,2 

44 

6,6 

5.6 

7,8 

8,0 

35 

NA 

NA 

852 

BEST  PRODUCTS  (11) 

602.4 

4 

29,8 

-13 

5,0 

6,0 

NM 

-57,8 

8 

NA 

NA 

190 

BON-TON  STORES  (11) 

226.4'* 

85 

13,9 

47 

6,1 

7,8 

8,1 

13,8 

9 

25 

-15 

128 

BRADLEESdlj 

635.8 

6 

13,1 

-53 

2,1 

4,6 

NA 

3,8 

22 

NA 

NA 

124 

( 

BROADWAY  STORES  (11) 

748.0** 

3 

11.9 

NM 

1,6 

NM 

NM 

-9,7 

NM 

NA 

NA 

299 

-( 

CALDOR(ll) 

938.0 

9 

39.1 

3 

4,2 

4,4 

NA 

14,9 

7 

51 

111 

327 

CARSON  PIRIE  SCOTT  (11) 

392.9" 

1 

39.9 

47 

10,2 

7,0 

11,5 

17,6 

6 

NA 

NA 

311 

CHARMING  SHOPPES  (11) 

345.4 

-3 

5.2 

-78 

1,5 

6,7 

7,7 

8.0 

13 

18 

17 

578 

COLE  NATIONAL  (11) 

528.0 

12 

24.7 

89 

4,7 

8,3 

NA 

NM 

4 

NA 

NA 

NA 

CONSOLIDATED  STORES  (11) 

453.4 

30 

38.0 

34 

8,4 

8,1 

NA 

19,9 

17 

12 

23 

889 

CORPORATE  EXPRESS (10) 

175.1 

275 

2.9 

NM 

1,6 

NM 

6,7 

2,4 

NM 

NA 

NA 

749 

DAYTON  HUDSON  (11) 

6998.0** 

11 

279.0 

0 

4,0 

4,4 

9,3 

13,6 

11 

9 

4 

4729 

DILLARD  DEPARTMENT  STORES  (11) 

1788.3** 

7 

118.9 

7 

6,6 

6,6 

8,7 

11,4 

11 

21 

13 

2825 

ITA 
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IRPORATE  SCOREBOARD 


MPANY  SALES  PROFITS  RETURN 


MARCINS  5-YEAR  CROWTH  "v7lUE 


1ST 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

1^ 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

$MIL 

% 

$Mll 

% 

% 

% 

% 

% 

4-21 

% 

% 

$MIL. 

SHARE 

GENERAL  (11) 

484.8 

27 

32.9 

49 

6.8 

5,8 

25.7 

25.8 

24 

16 

36 

1665 

1.06 

ON  BROTHERS  STORES  (11) 

445.1 

-1 

17,2 

76 

3.9 

2,2 

5.8 

5.2 

16 

15 

-8 

330 

0.93 

il-(/cNltK!>  Ur  AMtKldA  (11) 

256.3 

4 1 

14.1 

34 

5.5 

5,8 

4.9 

8.0 

1 5 

24 

—4 

1  7n 

1  9C 
1  .ilD 

ILY  DOLLAR  STORES  (4) 

u  1  i/ui-k^it      1  unto  \^ / 

420.9 

5 

17,0 

-23 

4.0 

5,5 

14.5 

15,1 

12 

16 

25 

687 

1.02 

RATED  DEPARTMENT  STORES  (11) 

3139.3** 

34 

107,3 

-27 

3.4 

6,2 

NA 

7,9 

15 

15 

NA 

2683 

1.41 

HE'S  BASEMENT  (11) 

178.5** 

0 

-3,2 

NM 

NM 

NM 

2.0 

1,0 

79 

94 

NA 

80 

0.05 

CDUI  IT 

tnnUI 

409.0 

Ij 

— oo 

O  Q 
C.O 

7  R 

Q  Q 

O.O 

1  O 

D 

Rl  "3 

U.OD 

(11) 

1209.8 

14 

1 18,8 

9 

9.8 

10.3 

23.3 

23.3 

15 

34 

29 

4670 

2.20 

)Y'S  FAMILY  CLOTHING  (11) 

209.6 

20 

5,9 

-26 

2.8 

4.6 

NA 

1.1 

21 

47 

44 

145 

0.43 

■ilNGER  (11) 

532.5 

10 

-39,2 

NM 

NM 

0,3 

NA 

-1.9 

NM 

7 

-13 

439 

-0.24 

3  brOKco  (11) 

673.6 

7 

33,5 

4 

5.0 

5. 1 

NA 

1 5. 1 

6 

NA 

NA 

O  Q7 

E  DEPOT  ;i 1) 

3077.5 

35 

146,0 

30 

4.7 

4.9 

NA 

18.4 

32 

55 

36 

18936 

1.32 

E  SHOPPING  NETWORK 

243.6 

-11 

-8,8 

NM 

NM 

2.4 

1.8 

1.3 

NM 

7 

NA 

629 

0.02 

iSWAY  (11) 

195.7 

-9 

-89,3 

NM 

NM 

NM 

NA 

NM 

NA 

NA 

NA 

NA 

NA 

DT  / 1  1  \ 
Kl  (1 1) 

lUD^i  /  .U 

-5 

D.  1 

O.D 

OQ 

o 
c. 

-iU 

oyyD 

n  RR 

.'S  ( 1  1 ) 

564.3 

23 

33,9 

20 

6,0 

6.2 

15.6 

20.5 

23 

NA 

NA 

1606 

1,87 

)S'  END  (11) 

379.1 

9 

24,0 

-10 

6.3 

1.1 

19.1 

19.1 

16 

12 

17 

557 

1,03 

rED  (11) 

2538.6** 

5 

256,7 

31 

10,1 

8.1 

13.1 

16.2 

17 

17 

4 

7644 

1,25 

C'C  /TIN 

t  a  (1 1) 

1487.5 

/ICQ 

i.  I 

o  o 

NA 

ICO 

7 

4 

Rnnn 
OUUU 

1   A  A 
i  ,44 

FRUGAL'S  BARGAINS  (11) 

247.8 

2 

25,2 

24 

10.2 

8.4 

18.9 

17.9 

10 

5 

-7 

363 

1,37 

DEPARTMENT  STORES  (11) 

3950.0** 

7 

401,0 

10 

10,2 

9.8 

12.7 

18.5 

12 

13 

11 

8942 

3,06 

/ILLE 

2492.0 

5 

-26.4 

NM 

NM 

NM 

12.2 

11.3 

14 

7 

-7 

3697 

2,52 

TAMTII  P  CTflDCC  n  1  ^ 
L«Hn  1  ILt  o  1  Unco  [i  i) 

0 

D 

M  A 

7  Q 

1  R 

c 

D 

1  n 

1  ROQ 

i  oyo 

9  S3/1 

RY-GO-ROUND  ENTERPRISES  (11) 

238.7 

-21 

-1 14.1 

NM 

NM 

NM 

NA 

NM 

NM 

26 

NA 

47 

-3,45 

ER  (FRED)  (11) 

832.0 

3 

8.6 

-71 

1.0 

3.7 

NA 

1.3 

NM 

17 

12 

793 

0.25 

lAELS  STORES  (11) 

377.5 

60 

22.2 

58 

5.9 

5.9 

9.6 

10.0 

17 

44 

115 

622 

1,76 

EU  VvAKtnUUot 

277.5 

77 

9.9 

72 

O.D 

i.  1 

13.4 

i  o,4 

305 

131 

QIC 

y  I D 

1,11 

IAN  MARCUS  GROUP  (5) 

658.6** 

1 

26.5 

23 

4.0 

3.3 

5.6 

-11,2 

NM 

NA 

NA 

565 

-0,09 

)STROM  (11) 

1190.9** 

8 

69.9 

15 

5.9 

5.5 

13.5 

15,1 

16 

13 

10 

3177 

2,47 

;e  depot 

1351.2 

30 

32.5 

32 

2.4 

2.4 

NA 

16,6 

31 

76 

45 

3383 

0,74 

fCMHA  Ki  I) 

0DO.4 

OO 

it). 4 

0.  i 

NA 

A  7 
4,  / 

QQ 

NA 

NA 

R/1  / 
044 

n  cn 

IDA  HOLDINGS  (11) 

211.5** 

15 

3.2 

NM 

1.5 

NM 

NA 

44,5 

13 

-6 

NA 

33 

0.51 

ESS  CASHWAYS  (1) 

556.2 

3 

-3.9 

NM 

NM 

NM 

7.3 

11,2 

7 

NA 

NA 

314 

1.08 

lEY  (J.C.)  (11) 

6993.0** 

11 

428.0 

-3 

6.1 

6.9 

12.3 

19,2 

10 

5 

13 

9922 

4.29 

RflVC  MAMMY  MCkC      Ihf^li  / 1  1  \ 

18 

R  R 

R  O 

NA 

14, U 

c  1 

1 5 

1  C07 

loy  / 

l.id 

MART  (11) 

187.8 

54 

5.5 

NM 

2.9 

NM 

NA 

2,0 

NM 

NA 

NA 

988 

0.14 

E/COSTCO  (4) 

4307,3** 

5 

64.8 

8 

1.5 

1.5 

9.1 

14,3 

16 

NA 

NA 

2946 

0.93 

FITT'S  (1!) 

225.2** 

188 

11.9 

714 

5.3 

1.9 

NA 

8,5 

17 

47 

19 

254 

1.46 

.  o  o  1 UKCO  '11) 

228.0** 

3.7 

78 

1 .6 

0.6 

NA 

NM 

NM 

-36 

NA 

3 

-2.73 

; STORES  (11) 

391.1 

14 

12.5 

_2 

3.2 

3.7 

13.0 

14,5 

7 

18 

4 

260 

1.49 

:S,  ROEBUCK 

13022.0 

6 

559.0 

NM 

4.3 

NM 

13.7 

20,3 

11 

-8 

4 

18950 

4.79 

ICE  MERCHANDISE 

737.1 

2 

-23.0 

NM 

NM 

NM 

10.1 

15,3 

9 

85 

0 

474 

0.51 

tun  CTriDCc  / 1  r\\ 
KU  01  Unto  (lU) 

485.8 

5 

18.8 

84 

3.9 

2.2 

NA 

10, 1 

9 

NA 

-10 

356 

1.18 

3EL 

679.6 

9 

-9.4 

NM 

NM 

1.1 

2.8 

1,6 

99 

7 

-14 

960 

0.09 

!TS  AUTHORITY  (11) 

269.8 

34 

10.8 

29 

4.0 

4.2 

12.2 

6,7 

21 

NA 

NA 

361 

0.81 

LES  (11) 

664.7 

78 

21.4 

315 

3.2 

1.4 

8.2 

11,1 

40 

44 

44 

1612 

0.64 

WDnlUuC  ot  ULU 1  nitn  [ill 

345.8** 

2 

20.3 

-13 

5.9 

6.9 

7.4 

8,2 

10 

3 

-12 

203 

1.92 

OTS  (11) 

264.4 

21 

8.9 

61 

3.4 

2.5 

13.3 

14,1 

20 

NA 

NA 

1 104 

1.56 

.NY  (11) 

239.3** 

15 

19.3 

7 

8.1 

8.7 

11.2 

13,2 

17 

8 

-7 

485 

1.85 

11) 

1112.5 

7 

11.7 

-62 

1.0 

3.0 

11.1 

15,2 

12 

3 

9 

860 

1.03 

•D*  lie  n  1  ^ 

n  Uo  {11} 

4200.2 

8 

408,8 

9 

9.7 

9.6 

14.9 

18,5 

14 

18 

12 

7251 

1.85 

SHOE  (11) 

684. 1 

2 

-8,0 

NM 

NM 

1.2 

4. 1 

3,5 

79 

_3 

NA 

1280 

0.35 

E  CITY  DEPARTMENT  STORES  (5) 

275.7** 

2 

15,9 

-13 

5,8 

6.8 

13.7 

14,4 

8 

25 

14 

260 

1,00 

URE  STORES  (11) 

699.2** 

8 

24,3 

-20 

3,5 

4.7 

NA 

10,6 

7 

4 

32 

191 

1,53 

IG  OFFICE  PRODUCTS  (6) 

232.1 

43 

14,7 

36 

6,3 

6.6 

24.2 

24,2 

28 

47 

32 

1135 

0,99 

^N  (11) 

972.0 

9 

21,3 

NM 

2,2 

NM 

10.4 

13,3 

8 

44 

NA 

531 

1,95 

MART  STORES  (11) 

24447.5 

20 

1029,6 

19 

4,2 

4.3 

14.6 

22,2 

21 

29 

22 

55914 

1,17 

ES  LUMBER 

191.7 

28 

-4.6 

NM 

NM 

NM 

NM 

106,7 

2 

NA 

NA 

78 

5,27 

.WORTH  (11) 

2560.0** 

-9 

90.0 

NM 

3,5 

NM 

5.8 

3,5 

44 

-5 

NA 

2087 

0,36 

IKERS  (11) 

201.9** 

9 

9.8 

23 

4.9 

4.3 

NA 

8.0 

13 

NA 

NA 

170 

1,47 

(5) 

427.2 

16 

41.8 

11 

9.8 

10.2 

NA 

NA 

NA 

NA 

NA 

416 

NA 

LECTRICAL  &  ELECTRONICS 


JSTRY  COMPOSITE 

34101.5 

17 

3038.5 

39 

8.9 

7.5 

16.2 

18.2 

17 

7 

12 

173572 

2.78 

1£CTRICAL  PRODUCTS 

UP  COMPOSITE 

4798.5 

12 

144.7 

2 

3.0 

3.3 

6.9 

7.3 

33 

-8 

-25 

15729 

0.71 

"EK 

219.6 

10 

10.7 

21 

4.9 

4,4 

18,7 

55,8 

14 

-14 

5 

581 

1,17 

ER  INDUSTRIES 

1123.2** 

8 

55.3 

6 

4.9 

5,0 

8,6 

9,6 

17 

-1 

-3 

4648 

2,28 

lELL 

278.4 

34 

28.4 

17 

10.2 

11,8 

18,4 

18,2 

16 

7 

2 

1767 

3,32 

«TEK  (6) 

318.7 

11 

6.9 

126 

2.2 

1,1 

NM 

11,6 

25 

4 

NA 

350 

0,58 

)NAL  SERVICE  INDUSTRIES  (4) 

465.8 

6 

17.6 

8 

3.8 

3,7 

10,7 

11,7 

16 

3 

-2 

1367 

1.74 

HEM  (6) 

368.8 

2 

10.9 

922 

3,0 

0,3 

-2,4 

-3,5 

NM 

0 

NA 

1531 

-0.57 

riNGHOUSE  ELECTRIC 

2024.0 

16 

15.0 

-58 

0,7 

2,1 

4,5 

0.3 

NM 

-23 

^9 

5486 

0.02 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 

5-YEAR  GROWTH 

MARKET 
VALUE 

1 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

Mor 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARf 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

P 

$  MIL, 

% 

$  MIL. 

%  ' 

% 

% 

% 

% 

4-21 

% 

% 

$  MIL 

SH 

(B)  ELECTRONICS 

GROUP  COMPOSITE 

15346.6 

12 

1003.8 

29 

6.5 

5.7 

15.1 

16.5 

16 

7 

8 

66193 

2. 

E-SYSTEMS 

514.6 

4 

29.4 

5 

5.7 

5.7 

11.7 

11.6 

23 

7 

2 

2164 

2. 

GENERAL  INSTRUMENT 

608.7 

41 

57.1 

8 

9.4 

12.2 

20.2' 

37.3 

17 

24 

NA 

4155 

2. 

HARRIS  (< 

850.4 

1 

38.0 

15 

4.5 

3.9 

9.3 

11.3 

14 

4 

3 

1858 

3. 

HUGHES  ELECTRONICS 

3578.8 

0 

268.9 

-14 

7.5 

8.7 

12.4 

13.0 

15 

-1 

8 

15346 

2. 

LITTON  INDUSTRIES  (5) 

MOTOROLA 

RAYTHEON 

TRACOR 

VARIAN  ASSOCIATES  (3) 


694.4 
6011.0 
2387.0 
211.2 
490.4 


-14 
28 
3 
21 
24 


28.6 
372.0 
173.9 
5.3 

29.7 


22 
25 
NM 
62 
62 


4.1 
6.2 
7.3 
3.0 
6.1 


2.9 
6.4 
0.3 
2.2 
4.6 


10.2 
16.1 
20.1 
10.8 
18.8 


9.2 
18.0 
19.4 
21.6 
22.0 


27 
19 
12 
11 
16 


18 
11 
29 


-17 
23 
3 
NA 
30 


1633 
30723 
8663 
133 
1518 


(C)  INSTRUMENTS 


GROUP  COMPOSITE 

2536.4 

11 

152.0 

42 

6.0 

4.7 

15.9 

16.8 

17 

0 

-2 

10136 

BECKMAN  INSTRUMENTS 

205,0 

3 

10.3 

5 

5.0 

4.9 

12.9 

15.1 

18 

1 

4 

830 

HONEYWELL 

1478.7 

10 

54.7 

15 

3.7 

3.5 

14.3 

15.4 

18 

0 

-5 

5042 

PERKIN-ELMER  (6) 

274,6 

4 

36.7 

80 

13.4 

7.7 

30.3 

31,5 

15 

-12 

1 

1261 

TEKTRONIX  (7) 

364.9 

10 

21.6 

39 

5.9 

4.7 

NA 

14.5 

17 

1 

20 

1389 

TERADYNE 

213.2 

40 

28.7 

113 

13.5 

8.9 

16-9 

17.5 

19 

12 

38 

1613 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 


GROUP  COMPOSITE 

11420.0 

29 

1738.0 

51 

15.2 

13.0 

21.6 

23.5 

15 

18 

34 

81515 

3. 

ADVANCED  MICRO  DEVICES 

620.1 

21 

96.8 

14 

15.6 

16.5 

17.2 

17,8 

10 

23 

46 

3244 

3. 

AMP 

1202.8 

33 

104.8 

32 

8.7 

8.8 

15.7 

16.9 

21 

7 

5 

8385 

1. 

AMPHENOL 

198.0 

27 

14.2 

102 

7.2 

4.5 

NA 

18.6 

26 

60 

NA 

1288 

1. 

ANALOG  DEVICES  (2)  ■ 

208.0 

15 

23.6 

55 

11.4 

8.4 

14.5 

15.2 

23 

8 

25 

1867 

1. 

CIRRUS  LOGIC  (9) 

273.2 

56 

18.9 

28 

6.9 

8.4 

NA 

15.6 

20 

55 

2 

1151 

1. 

INTEL 

3557.0 

34 

889.0 

44 

25.0 

23.2 

24.0 

25.6 

16 

29 

40 

38357 

5. 

LSI  LOGIC 

280.2 

45 

45.3 

134 

16.2 

10.0 

16.2 

24.7 

25 

8 

NA 

3393 

2. 

MICRON  TECHNOLOGY  (4) 

628.5 

61 

183.5 

112 

29.2 

22.2 

36.2 

42.2 

14 

15 

55 

7810 

5. 

MOLEX  (6) 

305.8 

28 

31.8 

35 

10.4 

9.9 

12.9 

12.3 

25 

16 

9 

2856 

1. 

NATIONAL  SEMICONDUCTOR  (7) 

571.4 

5 

57.0 

-11 

10.0 

11.7 

20.1 

19.7 

9 

3 

NA 

2359 

2. 

READ-RITE  (3) 

241.8 

73 

25.0 

NM 

10.3 

NM 

15.9 

17.0 

13 

167 

-28 

918 

1. 

SOLECTRON  (4) 

471.3 

44 

18.0 

46 

3.8 

3.8 

14.4 

18.1 

18 

97 

40 

1186 

1. 

TEXAS  INSTRUMENTS 

2862.0 

17 

230.0 

72 

8.0 

5.5 

21.5 

25.9 

11 

9 

17 

8689 

8. 

10  FOOD 


INDUSTRY  COMPOSITE 
(A)  FOOD  DISTRIBUTION 


76046.0 


2547.6 


23 


3.4 


2.8 


12.7 


21.8 


20 


164478 


GROUP  COMPOSITE 

9408.1 

10 

125.9 

26 

1.3 

1.2 

6.8 

12.2 

21 

10 

7 

8745 

1. 

INTERNATIONAL  MULTIFOODS  (10) 

617.5 

15 

11.7 

NM 

1.9 

NM 

NA 

20.1 

7 

-2 

NA 

371 

3. 

JP  FOODSERVICE  (6) 

258.6 

8 

1.5 

NM 

0.6 

NM 

NA 

NA 

NA 

NA 

NA 

201 

RICHFOOD  HOLDINGS  (8) 

380.5 

29 

5.3 

17 

1.7 

1.8 

14.5 

21.0 

17 

20 

50 

415 

1. 

RYKOFF-SEXTON  (8) 

379.6 

8 

0.9 

NM 

0.2 

NM 

4.7 

4.4 

28 

-1 

-15 

254 

0. 

SMART  &  FINAL 

252.1 

27 

3.5 

35 

1.4 

1.3 

NA 

14.9 

19 

17 

13 

339 

0. 

SUPER  FOOD  SERVICES  (4) 

257.5" 

0 

2.1 

4 

0.8 

0.8 

5.2 

6.7 

14 

4 

-13 

125 

0. 

SUPER  RITE  (10) 

405.2 

22 

3.8 

NM 

0.9 

NM 

11.7 

27.7 

12 

25 

NA 

148 

1. 

SUPERVALU (10) 

3890.7 

6 

43.3 

-18 

1.1 

1.4 

NM 

3.5 

42 

10 

8 

1830 

0. 

SYSCO  (6) 

2966.4 

10 

52.8 

16 

1.8 

1.7 

12.7 

18.5 

21 

14 

14 

5064 

1. 

(B)  FOOD  PROCESSING 

GROUP  COMPOSITE 


33450.9 


1776.5 


21 


5.3 


4.7 


14.4 


21.8  21 


119003 


CAMPBELL  SOUP  (5)  2040.0  8  231.0  14  11.3  10.7  25.6  29.8  18  2  150 

CONAGRA  (7)  5757.6  3  118.5  14  2.1  1.9  12.3  18.9  17  20  10 

CONTINENTAL  BAKING  GROUP  (3)  470.6  -4  -4.9  NM  NM  NM  NM  NM  NM  NA  NA 

CPC  INTERNATIONAL  1954.6  12  111.0  13  5.7  5.6  16.2  20.5  25  7  3 


12383 
8404 
85 
_8787_ 

1148 
1725 
571 
9505 


2.: 
"l' 

1.1 

0.' 
l.i 

'zp' 


DEAN  FOODS  (7) 
DOLE  FOOD 

FLOWERS  INDUSTRIES  (6) 
GENERAL  MILLS  (7) 

HEINZ  (H.J.)  (8) 
HERSHEY  FOODS 
HORMEL  FOODS  (2) 
HUDSON  FOODS  (3) 


665.9 
925.3 
256.6 
1287.0 


7 
13 
15 

-4 


17.2 
23.6 
9.1 
23.3 


-7 
-21 

23 
-79 


2.5 
2.6 
3.5 
1.8 


3.0 
3.6 
3.3 
8.4 


12.5 
4.3 
8.4 

11.1 


14.2 
5.7 
11.8 
22.1 


15  11 

28  5 

18  7 
32  11 

19  6 
24  5 

16  6 
13  13 

8  9 

15  NA 

20  0 

29  8 

NA  NA 

NM  12 

17  8 
10  -17 


3 

-10 
1 
9 


1953.9 
867.4 
730.7 
271.8 


14 

-2 
2 
5 


138.3 
60.6 
35.5 
8.2 


14 
73 
87 


7.1 
7.0 
4.9 
3.0 


7.5 
5.0 
2.9 
1.7 


14.2 
12.0 
19.1 
11.2 


24.0 
13.3 
19.4 
12.5 


5 
5 
11 
0 


10440 
4551 
2072 
501 


IBP 

INTERSTATE  BAKERIES  (7) 
KELLOGG 

Mccormick  (1) 


3006.9 
358.2 

1716.0 
425.4 


7 
7 
7 
16 


51.8 
3.1 
196.0 
19.3 


149 
NM 
7 
6 


1.7 
0.9 
11.4 
4.5 


0.7 
NM 
11.4 
5.0 


19.1 
5.2 
27.4 
10.2 


27.3 
9.7 
39.7 
12.7 


47 
NA 
13 

7 


1648 
287 
14133 
1847 


NABISCO  HOLDINGS  1843  0  8  48.0  92 

PILGRIM'S  PRIDE  (3)  215.8  -3  -16,3  NM 

PIONEER  HI-BRED  INTERNATIONAL  (4)  277.0  11  9.0  -44 

QUAKER  OATS  (6)  1633.5  13  366.1  395 


2.5 
NM 
3.3 
22.4 

8.5 
4.2 
4.0 


1.5 
3.5 
6.5 
5.1 


NA 
3.5 
24.1 
34.5 


NA 
-0.5 
25.1 
105.4 


NA 
6 

24 
7 


7231 
217 
3170 
4696 


RALCORP  HOLDINGS  (3) 
RALSTON  PURINA  GROUP  (3) 
SARA  LEE  (6) 


258.3 
1281.7 
4193.0 


-2 
-15 
14 


21.9 
53.9 
166.0 


-26 


9.0 
4.9 
4.1 


12.3 
14.6 
6.6 


34.7 
37.5 
6.8 


15  NA 
28  NA 
54  13 


NA 

-6 
-5 


779 
4726 
13409 
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MARGINS  5-YEAR  GROWTH  ^1^^ 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

P  E 

EQUITY 

SHARE 

4-21 

PER 

SMIL. 

% 

$MIL 

% 

% 

% 

% 

% 

4-21 

% 

% 

SMIL. 

SHARE 

THFIELD  FOODS  (8) 

454,5 

6 

17,3 

48 

3,8 

2,7 

12.6 

18,5 

11 

34 

-3 

369 

2,01 

i/ERSAL  FOODS  (3) 

191.8 

-19 

13,6 

-5 

7,1 

6,1 

15.1 

20.4 

12 

9 

3 

832 

2,73 

GLEY  (WM.)  JR. 

413.2** 

-1 

55,3 

-27 

13.4 

18,1 

29,9 

30,5 

25 

14 

15 

5186 

1,81 

FOOD  RETAILING 

)UP  COMPOSITE 

33187.1 

2 

645.3 

30 

1.9 

1.5 

11.0 

25.7 

18 

13 

10 

36729 

1.05 

ERTSON  S  ( 11) 

3059. 1 

-  -  -  - 
0 

144,2 

 "  " 

14 

 ~  ~ 

4.7 

4, 1 

20.7 

_  _  

24.7 

-  _  - 
19 

-  -  -  -  - 
12 

_  _ 

1 7 

8096 

1 ,55 

RICAN  STORES  (11) 

4646.6 

-5 

130,3 

28 

2.8 

2,1 

10,8 

15.8 

1 1 

13 

23 

3543 

2,42 

FY'S  GENERAL  STORES  (R) 

200.6* 

15 

5,7 

41 

2.9 

2.3 

9.8 

12.5 

20 

15 

19 

438 

0,86 

CHAMPS  (6) 

255,6 

-4 

-11,5 

NM 

NM 

1.3 

NM 

-5,6 

NM 

12 

-3 

139 

-1.07 

LE  FOOD  CENTERS  (11) 

260.6 

-3 

-4,8 

NM 

NM 

NM 

NA 

-39,7 

NM 

4 

NA 

29 

-1.71 

D  LION 

1865,3 

3 

37,7 

2 1 

2.0 

1.7 

12.0 

15,1 

1 7 

1 3 

-27 

2781 

0.33 

ERAL  NUTRITION  (11) 

227.2 

28 

15,2 

48 

5.7 

5.8 

12.3 

24,9 

22 

NA 

NA 

935 

1 .14 

n  FOOD  (10) 

1204.8 

4 

40,5 

12 

3.4 

3.1 

NA 

13,0 

17 

- 

11 

- 

-4 

1615 

1.59 

AT  JITI  AkITIP  0    DAPinO  TC A  /  1  A\ 

AT  ATLANTIC  oi  PACIFIC  TeA  (10) 

2370. 1 

0 

5,8 

NM 

0.2 

NM 

NM 

-21,5 

NM 

0 

-50 

951 

-4.35 

NAFORD  BROTHERS 

598.8** 

15 

14,5 

32 

2.4 

2.1 

11.2 

14,5 

15 

16 

9 

1050 

1.68 

H  N'  KARRY  FOOD  STORES  (5) 

272.9 

-2 

2  4 

NM 

0.9 

NM 

NM 

-37,1 

NA 

NA 

NA 

59 

NA 

GER 

5455.0 

3 

64,5 

15 

1,2 

1.0 

25,5 

NM 

11 

NA 

24 

2844 

2.43 

lONAL  CONVENIENCE  STORES  (6) 

213.6 

4 

-0,5 

NM 

NM 

NM 

5,5 

5,5 

14 

NA 

NA 

50 

0.59 

N  TRAFFIC  (11) 

859.4** 

2 

8,1 

7 

0,9 

0.9 

7,1 

109,1 

15 

0 

NA 

331 

1,97 

DICK  (3) 

509.9 

9 

10,3 

38 

2,0 

1.6 

9,9 

12,1 

13 

13 

5 

472 

1,57 

■:WAY 

3632.3 

4 

62,0 

48 

1,7 

1.2 

14,2 

42,0 

15 

46 

72 

3747 

2,20 

FH'S  FOOD  &  DRUG  CENTERS 

745,7 

-1 

9,5 

1 

1,3 

1.2 

5,3 

10,2 

12 

17 

7 

532 

1,79 

THLAND 

1554.1** 

2 

-1,0 

NM 

NM 

NM 

NM 

NM 

18 

NA 

NA 

1755 

0,24 

P&  SHOP  (11) 

907,9 

4 

22,5 

20 

2,5 

2.2 

9,8 

33,5 

15 

15 

142 

1226 

1,59 

S 

1142.5 

0 

14.0 

55 

1,2 

0.8 

4,5 

5,7 

27 

23 

-20 

841 

0,72 

i  MARKETS 

397.5 

7 

19.1 

10 

4,8 

4.7 

10,0 

10.2 

14 

5 

-3 

1093 

1,79 

N-DIXIE  STORES  (6) 

2775.8 

5 

56.9 

9 

2,1 

2.0 

19.7 

20.4 

18 

5 

13 

4083 

3,08 

FUEL 

USTRY  COMPOSITE 

105329.5 

14 

4792.8 

26 

4.6 

4.1 

8.2 

11.4 

19 

1 

-2 

309828 

2.71 

COAL,  OIL  &  GAS 

»UP  COMPOSITE 

100887.0 

15 

4548.9 

25 

4.5 

4.1 

8.2 

11.5 

19 

1 

-1 

283730 

2.82 

RADA  HESS 

1978,3" 

6 

25,2 

-70 

1.3 

4.5 

1.3 

0,5 

NM 

3 

-44 

4708 

0,15 

CO 

6750,0** 

13 

523,0 

31 

7.7 

5.7 

9.9 

13,3 

17 

0 

1 

31712 

3,85 

LAND  (3) 

2520.0 

25 

-29,0 

NM 

NM 

1.5 

6.1 

7.0 

25 

0 

6 

2310 

1,53 

tNTIC  RICHFIELD 

4244,0** 

12 

322,0 

115 

7,5 

3.9 

10.4 

17,4 

17 

-2 

-21 

18587 

5,58 

LINGTON  RESOURCES 

214,6 

-22 

-4,8 

NM 

NM 

17.3 

NM 

4.0 

50 

-5 

5 

6029 

0,79 

l/RON 

9044.0** 

9 

459.0 

18 

5,1 

4.7 

9.2 

12.1 

17 

0 

29 

30306 

2,70 

5TAL 

2618,3 

-3 

57.6 

-29 

2,2 

3.0 

6,6 

7.8 

16 

6 

-4 

3142 

1,83 

nOND  SHAMROCK 

675,7 

15 

5.4 

-55 

0,8 

2,1 

8.1 

11.0 

12 

16 

-8 

780 

2,22 

)N 

25709,0** 

15 

1560.0 

43 

6,2 

5,0 

10.6 

14,2 

15 

3 

8 

85022 

4,48 

863.2 

11 

33.5 

34 

3,9 

3,2 

7.6 

9,7 

12 

1 

-6 

1333 

7,09 

SIANA  LAND  &  EXPLORATION 

191.3 

-5 

3.5 

-44 

1.8 

3.1 

NM 

-65.2 

NM 

0 

NA 

1268 

-6,85 

CO 

777.2** 

12 

29.0 

-30 

3.7 

6.0 

5.3 

10.7 

25 

12 

-2 

1571 

2,23 

;hell  energy  &  development  (id  224.0** 

-3 

9.0 

386 

4.0 

0.8 

4.5 

9.6 

20 

5 

50 

930 

0,87 

IL 

17627.0** 

17 

636.0 

19 

3.6 

3.5 

8.5 

10.7 

20 

0 

-1 

36431 

4,54 

PHY  OIL 

421.2** 

5 

15,0 

-32 

3.8 

5.9 

6.8 

7.8 

20 

11 

3 

1961 

2,20 

dental  PETROLEUM 

2714,0 

29 

178,0 

NM 

5.6 

NM 

1.4 

3.2 

75 

-11 

NA 

7504 

0,32 

LIPS  PETROLEUM 

3124,0** 

7 

111.0 

-13 

3.6 

4.3 

8.3 

15.8 

20 

5 

6 

9321 

1,79 

2588,0** 

25 

-7.0 

NM 

NM 

1.6 

4.8 

3.1 

58 

-12 

3 

3222 

0,52 

^CO 

9059,0** 

22 

301.0 

49 

3.3 

2.7 

9.1 

10.8 

17 

2 

-15 

17454 

3,85 

:o 

1723,7 

15 

-5.1 

NM 

NM 

2.5 

5.2 

5.1 

32 

27 

-6 

1223 

1,02 

tAMAR 

528,9 

7 

1.1 

-95 

0.2 

5.3 

5.3 

5.8 

31 

NA 

7 

953 

0,81 

IN  TEXAS  PETROLEUM  HOLDINGS 

240,0 

24 

47.0 

77 

19.5 

13.7 

8.4 

24.9 

23 

-2 

-18 

1950 

0,99 

CAL 

1750,0** 

3 

74.0 

17 

4.2 

3.7 

NA 

3.7 

65 

4 

28 

5957 

0,44 

-MARATHON  GROUP 

3337,0* 

21 

77.0 

-30 

2.3 

4.0 

5.0 

8.9 

19 

NA 

-14 

5277 

0,98 

RO  ENERGY 

690,5 

145 

3.8 

-40 

0.5 

2.2 

3.2 

1.2 

70 

13 

-20 

886 

0,29 

TAR  RESOURCES 

173,3** 

-17 

23.7 

-50 

13.7 

22.4 

15.5 

433.4 

21 

NA 

NA 

2562 

1,30 

PETROLEUM  SERVICES 

lUP  COMPOSITE 

4442.5 

4 

243.9 

31 

5.5 

4.4 

9.8 

10.4 

26 

6 

-5 

26098 

1.73 

IR  HUGHES  (3) 

652,6 

0 

28-0 

20 

4.3 

3.5 

7.5 

8.2 

24 

9 

-7 

3173 

0,94 

.IBURTON 

1322,1** 

-4 

39.1 

120 

3.0 

1.3 

8.9 

10.3 

22 

-3 

2 

4421 

1,74 

LUMBERGER 

1752.3 

7 

145.8 

21 

8.3 

7.4 

12.3 

12.0 

27 

10 

3 

15382 

2,32 

TH  INTERNATIONAL 

199.6** 

98 

10,8 

42 

5.4 

7.5 

12.5 

15.4 

17 

26 

NA 

574 

1,01 

TERN  ATLAS 

505.9 

1 

19,2 

17 

3,8 

3,3 

5.5 

5,5 

29 

NA 

NA 

2448 

1,51 

HEALTH  CARE 


USTRY  COMPOSITE 

57631.6 

18 

6431.9 

27 

11.2 

10.4 

19.2 

25.6 

18 

11 

10 

362603 

2.62 

DRUG  DISTRIBUTION 

lUP  COMPOSITE 

16669.9 

17 

354.5 

103 

2.1 

1.2 

11.7 

9.9 

26 

8 

4 

16314 

1.19 

IR  DRUGS  (5) 

185,1 

15 

7,5 

16 

4.0 

4,1 

9,9 

11,2 

24 

21 

-1 

387 

0,95 

SEN  BRUNSWIG  (3) 

2084,2** 

13 

17,9 

23 

0.9 

0,8 

8,3 

13,3 

15 

1 

-5 

1006 

1,59 

3(11) 

192,8 

7 

7,0 

26 

3.6 

3,1 

9,5 

14,1 

14 

10 

32 

212 

0,97 

ILEY  WESTERN  INDUSTRIES 

1113,7 

21 

4.2 

16 

0,4 

0,4 

8,7 

8,5 

11 

35 

13 

158 

1,37 
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MARGINS                                                5-YEAR  GROWTH       y^LUE^  j,, 

1ST         CHANGE          1ST          CHANGE           1ST            1ST            ON  ON                              EARNINGS        SHARES  MONl 

QUARTER       FROM        QUARTER        FROM         QUARTER     QUARTER  INVESTED  COMMON              COMMON       PER  OUTSTANDING  EARNI 

1995          1994           1995           1994            1995          1994  CAPITAL  EQUITY  P-E       EQUITY      SHARE           4^21  PE 

$MIL            %           $MIL            %     •          %             %              %  %  4-21         %           %             $MIL  SNA 


CARDINAL  HEALTH  (6) 
DRUG  EMPORIUM  (10) 
ECKERD  (11) 
FAY'S  (11) 


1988.0 
180.3 

1302.6 
286.1 


32 
-11 
10 
12 


25.9 
2.0 

44.8 
5,9 


NM 
135 
25 
0 


1.3 
1.1 
3.4 
2.1 


NM 
0.4 
3.0 
2.3 


12.3 
NM 
19.3 

9.3  , 


15.1 

-12.2 
NM 
12,6 


25  NA 

NM  1 

13  NA 

15  11 


NA 

-33 
NA 
-2 


1984 
59 

966  2.%i 

184  0.£  p, 


LONGS  DRUG  STORES  (11) 
MCKESSON  (9) 
REVCO  D.S.  (7) 
RITE  AID  (10) 
WALGREEN  (4) 


695,2 
3348,1* 
1133,0 
1353,8 
2807,0 


2 
7 
82 
26 
12 


17,3 
39,6 
17.7 
53.3 
111.6 


2 
27 
42 
NM 
14 


2.5 
1.2 
1.6 
3.9 
4.0 


2.5 
1.0 
2.0 
NM 
3.9 


8,5 
NA 
5.3 
NA 
17,6 


9,3 
-19,9 

6.7 
14,5 
19.1 


14 
NM 
25 
13 
19 


9 
-5 
NA 
10 
14 


-5 
6 
NA 
-14 
13 


696 
1719 
1405 
1897 
5631 


(B)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 


21042.5      20  4204.5 


30 


20.0  18.4 


21.7 


30.4  17 


11 


219451 


ALLERGAN 

AMERICAN  HOME  PRODUCTS 
AMGEN 

BRISTOL-MYERS  SQUIBB 


228,3 
3491,0 

439,4 
3301,0 


9 
63 
21 
16 


21,7 
1022,6 
108,6 
657,0 


-2 
146 
16 
13 


9,5 
29,3 
24,7 
19,9 


10.6 
19.4 
25.7 
20.5 


17.0 
15.2 
23.4 

30.2 


17.8 
50.2 
26.3 
33.6 


16  5 
11  15 
29  47 

17  3 

48  19 

17  8 
16  26 

18  28 


14 
6 
81 
15 


1775 
23408 


32910 


GENENTECH 
LILLY  (ELI) 

MARION  MERRELL  DOW 
MERCK 


225.4* 
1717.3 

712.0 
3817.3 


19 
31 
1 
9 


43.4 
374.8 

75.0 
757.4 


12 
25 
-13 
12 


19.3 
21.8 
10.5 
19.8 


20.5 
23,0 
12,1 
19,2 


9,0 
17,6 
18,4 
22,1 


9,2 
23,5 
20,0 
27.6 


i: 

-5 


12 


6009 
21859 

5710 
53501 


PFIZER 

RHONE-POULENC  RORER 

SCHERING-PLOUGH 

UPJOHN 

WARNER-LAMBERT 


2402.9 
992.2 

1244.3 
866.7 

1604.6 


21 
14 
7 
7 
9 


420.4 
91.9 
278.6 
151.6 
201.4 


13 
18 
10 
22 
6 


17.5 
9.3 
22.4 
17.5 
12.6 


18.7 
8.9 
21.8 
15.3 
12.9 


27.9 
16.7 
49.4 
16.3 
36.1 


31.2 
21,8 
60,2 
21,3 
38,8 


20 
16 
16 
13 
15 


-3 
27 
-5 
6 


11 
81 
18 
7 


26984 
5649 

14463 
6320 

10768 


(C)  HEALTHCARE  SERVICES 

GROUP  COMPOSITE 


6568.5 


18 


336.3 


5.1 


5.9 


10.0 


15.1  17 


28 


15 


20607 


BEVERLY  ENTERPRISES  795,6  11  16.5  9  2.1  2.1  6.6  10.4 

CAREMARK  INTERNATIONAL  566.1  42  13.7  18  2.4  2  9  14.5  18.5 

CONTINENTAL  MEDICAL  SYSTEMS  (5)  249.3  -1  1.8  -57  0.7  1.6  NM  -20.0 

HEALTHSOUTH  307.0  18  19.1  40  6.2  5.3  7.0  13.8 


18  13 

15  20 
NM  41 
27  40 

16  16 
18  NA 
15  145 
21  21 


36 
NA 
NA 
5 


1274 
1334 
409 
1383 


HILLHAVEN(7)  396.2**  6  11.4  -5  2.9  3.2  9.0  11,5 

HUMANA  1025,0**  20  53,0  66  5,2  3,8  18.9  18.6 

INTEGRATED  HEALTH  SERVICES  265.4**  101  13.6  113  5.1  4.8  5.2  9.6 

MANOR  CARE  (7)  322.1  13  18,7  20  5,8  5,5  NA  15,6 


NA 
NA 
43 
30 


701 
3489 

662 
1941 


NATIONAL  MEDICAL  ENTERPRISES  (7)        660,5       -8         48,9        -46  7,4       12,7  NA       11,9      16         5        -6  2641 

NOVACARE  (6)  240,9        18  9,0        -44  3,7         7,8  9.0        10,9       12       57         34  574 

ORNDA  HEALTHCORP  (4)  442,7**     56  19,9        545  4,5         1,1  NM        -6,1      NM        50        NA  822 


U.  S.  HEALTHCARE 

UNITED  WISCONSIN  SERVICES 

UNIVERSAL  HEALTH  SERVICES 


833,8* 
243,1* 
220,7* 


16 
44 
14 


94,6 
4.2 
11.8 


6 

-47 
15 


11.3 
1.7 
5.4 


12.5 
4.6 
5.3 


43.8 
NA 
9.9 


40.3 
16.9 
11.6 


12  43 
9  NA 
12  10 


64 
NA 

26 


4761 
251 
364 


(D)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 


13350.8 


18  1536.6 


16 


11.5 


11.7 


18.8 


24.2 


20  8 

19  8 

20  5 
NM  5 

15  0_ 

17  7 

NA  NA 

19  9 

23  NA 


11 

14 
8 

-24 
7 


106231 


2.2 


ABBOn  LABORATORIES 
BARD  (C.  R.) 
BAUSCH  &  LOMB 
BAXTER  INTERNATIONAL 


2524.4 
264.1 
465.6 

2318.0 


14 
7 
6 
6 


417.3 
24.2 
20,3 

145,0 


14 

6 

-43 
11 


16,5 
9,2 
4,4 
6,3 


16,5 
9,2 
8,1 
6,0 


36,5 
16,8 
2,2 
12,7 


38,7 
17,3 
-0,2 
16.4 


29922 
1509 
2308 
9563 


BECTON,  DICKINSON  (3) 
GUIDANT 

JOHNSONS.  JOHNSON 
MALLINCKRODT  GROUP  (6) 


692.8 
224.8 
4495.0 
569.1 


9 
10 
22 
17 


64.9 
21.1 
654.0 
48.1 


14 


20 
12 


9.4 
9,4 
14,5 
8.5 


9.0 
11.2 
14.7 


12,9 
13.8 
23,5 
9.2 


18,9 
34,2 
29,7 
11.0 


NA 
15 
5 


3745 
1365 
40670 
2676 


MEDTRONIC  (8) 
OWENS  &  MINOR 
ST.  JUDE  MEDICAL 
STRYKER 
U.S.  SURGICAL 


413.7 
747.1 
180.5 
214.0 
240.6 


24 
91 
171 
44 
6 


71.4 
4.5 
30,5 
20.8 
14.4 


25 
-3 
15 
20 
NM 


17.3 
0.6 

16.9 
9.7 
6.0 


17.0 
1.2 
39.8 
11,7 
NM 


22,8 
2,9 
10.2 
15.2 
5.9 


22.7 
2.3 
14.1 

21.2 
3.2 


31 
NM 
25 
29 
58 


17 
14 
24 
26 
31 


18 
16 
12 
32 

-31 


8480 
423 
2045 
2237 
1286 


13  HOUSING  &  REAL  ESTATE 


INDUSTRY  COMPOSITE 


8859.7 


17 


383.0  343 


4.3 


1.1 


11.7 


19.8  15 


27063 


(A)  BUILDING  MATERIALS 

GROUP  COMPOSITE 


7477.5 


19 


330.6 


NM 


4.4 


0.4 


12.6 


23.4 


16 


23879 


AMERICAN  STANDARD 
LAFARGE 

NATIONAL  GYPSUM 
NORTEK 


1223.0 
196.8 
172.3 
184.8 


24 
-5 
23 
9 


26.0 
-42.1 
-8.6 
2.5 


NM 
NM 
NM 
257 


2.1 
NM 
NM 
1.4 


NM 
NM 
8.6 
0,4 


-2.8 
10.0 
16,4 
10.0 


NM 
11,9 
17,2 
16,1 


NM  NA 

13  0 

17  NA 

7  -13 


NA 

-24 
NA 
NA 


1592 
1313 
998 
127 


OWENS-CORNING  FIBERGLAS 
PPG  INDUSTRIES 

RPM  (7) 

SHERWIN-WILLIAMS 


844,0 
1740,8 
229,8 
716,8 


25 
18 
23 
12 


33,0 
219,2 
7,3 
18,7 


NM 
80 
11 
21 


3,9 
12,6 
3,2 
2,6 


NM 
8,3 
3,5 
2,4 


42,6 
18,4 
12,3 
17,8 


NM 

23.9 
17.3 
18,0 


9  NA 

13  1 

20  16 

16  10 

9 
10 
NM 


-11 
-1 
10 
11 


1575 
7969 
1136 
2980 


TECUMSEH  PRODUCTS 
TEXAS  INDUSTRIES  (7) 
USG 

VULCAN  MATERIALS 
YORK  INTERNATIONAL 


473,6 

199,0* 

598,0 

294,4 

604,3 


23 
17 
18 
35 
14 


34,9 
6,9 
-2,0 
16,0 
18,8 


20 
140 
NM 
NM 

23 


7,4 
3,5 
NM 
5,4 
3,1 


7,5 
1,7 
NM 
NM 
2,9 


15,7 
11,4 
-4,8 
13,9 
11,6 


15,3 
12,2 
NM 
16,3 
17,3 


17 
17 


2 
6 
NA 
2 
25 


23 
-17 
NA 
-4 
80 


1116 
459 
1043 
2024 
1549 


136  BUSINESS  WEEK  /  MAY  15,  199? 


)RPORATE  SCOREBOARD 


IMPANY 


SALES 


PROFITS 


RETURN 


1ST  CHANGE 

QUARTER  FROM 

1995  1994 

$  MIL.  % 


1ST 
QUARTER 
1995 
SMIL 


MARGINS 


CHANGE 
FROM 
1994 

% 


1ST 
QUARTER 
1995 


1ST 
QUARTER 
1994 

% 


ON 

INVESTED 
CAPITAL 
% 


ON 
COMMON 
EQUITY 

% 


P-E 
4-21 


5-YEAR  GROWTH 

EARNINGS 
COMMON  PER 
EQUITY  SHARE 

%  % 


MARKET 

_  VALUE  12 

SHARES  MONTHS' 

OUTSTANDING  EARNINGS 

4-21  PER 

$  MIL.  SHARE 


CONSTRUCTION  &  REAL  ESTATE 


OUP  COMPOSITE 

1382.2 

6 

52.5 

-18 

3.8 

4.9 

8.4 

10.9 

11 

21 

6 

3184 

1.44 

*YTON  HOMES  (6) 

179.7 

20 

22.3 

27 

12.4 

11.7 

15.3 

16,4 

15 

42 

23 

1183 

1.07 

JFMAN&  BROAD  HOME(l) 

229.8 

-11 

0.4 

-95 

0.2 

3.4 

5.5 

7,0 

13 

19 

-12 

405 

0.95 

INAR  (1) 

181.2** 

-6 

15.0 

2 

8.3 

7.7 

7.3 

12,8 

8 

17 

24 

577 

1.90 

LTE 

332.9" 

-2 

-0.4 

NM 

NM 

3.3 

NA 

7,1 

11 

19 

10 

563 

1.83 

>.  HOME 

263.2** 

17 

8.1 

15 

3.1 

3.1 

9.1 

12,2 

6 

14 

NA 

181 

2.95 

BB  (DEL)  (6) 

195.4** 

43 

7.0 

53 

3.6 

3.4 

9.3 

11,9 

11 

28 

2 

275 

1.68 

i  LEISURE  TIME  INDUSTRIES 

JUSTRY  COMPOSITE 

19471.8 

14 

1421.6 

22 

7.3 

6.9 

13.2 

18.0 

21 

8 

8 

122058 

1.68 

EATING  PLACES 

OUP  COMPOSITE 

3367.6 

14 

345.2 

14 

10.3 

10.3 

14.0 

19.3 

19 

14 

12 

28997 

1.59 

5  EVANS  FARMS  (8) 

185.6 

11 

13.9 

14 

7,5 

7.3 

13.6 

13,9 

16 

12 

12 

865 

1.26 

NKER  INTERNATIONAL  (6) 

268.5 

1 9 

18.2 

13 

6.8 

7.1 

15.1 

14,9 

1 7 

38 

25 

1167 

0.95 

iCKER  BARREL  OLD  COUNTRY  STORE  (5)  188.6 

25 

12.3 

24 

6.5 

6.6 

12.8 

13,5 

21 

42 

32 

1274 

1.02 

DONALD'S 

2161.3 

20 

280.7 

15 

13.0 

13.6 

13.4 

18.8 

20 

13 

1 1 

24453 

1.74 

RRISON  RESTAURANTS  (7) 

272.0** 

-12 

13.1 

7 

4.8 

4.0 

25.1 

26.3 

13 

6 

12 

762 

1.71 

)NEY'S  (2) 

291.6 

0 

6.9 

-30 

2.4 

3.3 

26,6 

NM 

9 

N  A 

24 

475 

1.35 

ENTERTAINMENT 

OUP  COMPOSITE 

2922.8 

28 

315.5 

27 

10.8 

10.9 

14.1 

23.0 

23 

13 

6 

28328 

2.42 

NEY  (WALT)  (3) 

2922.8 

28 

315.5 

27 

10.8 

10.9 

14,1 

23.0 

23 

13 

6 

28328 

2.42 

HOTEL  &  MOTEL 

OUP  COMPOSITE 

3611.4 

8 

199.4 

57 

5.5 

3.8 

9.0 

15.6 

26 

17 

11 

17489 

1.36 

LY  ENTERTAINMENT 

228.3** 

8 

4.2 

NM 

1.8 

NM 

4,8 

3.1 

46 

-9 

NA 

435 

0.20 

CUS  CIRCUS  ENTERPRISES  (11) 

278.8 

1 

30.9 

21 

11.1 

9.3 

NA 

20.9 

20 

36 

14 

2775 

1.59 

TON  HOTELS 

381.9** 

12 

32.0 

41 

8.4 

6.7 

8,0 

11.6 

28 

5 

1 

3620 

2.71 

RRIOn  INTERNATIONAL 

2013.0 

5 

52.0 

21 

2.6 

2.2 

17,9 

27.3 

22 

NA 

NA 

4242 

1.59 

lAGE  RESORTS 

352.9 

17 

51.7 

121 

14.6 

7.8 

NA 

15.3 

17 

58 

-7 

2501 

1.62 

IMUS 

356.5 

23 

28.7 

30 

8.1 

7.6 

7,8 

9.1 

70 

28 

22 

3917 

0.55 

OTHER  LEISURE 

OUP  COMPOSITE 

9570.1 

13 

561.6 

15 

5.9 

5.8 

13.7 

16.1 

20 

2 

8 

47244 

1.57 

ERfCAN  GREETINGS  (10) 

500.4 

6 

43.3 

10 

8.7 

8.3 

12,4 

12.8 

14 

15 

18 

2090 

2.00 

INSWICK 

774.2 

22 

40.2 

52 

5.2 

4.2 

11,8 

15.7 

14 

2 

10 

1993 

1.50 

INIVAL(l) 

419.8 

9 

67.6 

4 

16.1 

16.9 

14,8 

19.4 

18 

17 

13 

6853 

1.36 

L  GROUP  (5) 

327.4 

12 

40.6 

6 

12.4 

13.1 

16,1 

18.5 

8 

57 

33 

355 

0.94 

EMAN 

224,0** 

27 

13.2 

16 

5.9 

6.5 

NA 

13.5 

28 

NA 

NA 

977 

1.33 

TMAN  KODAK 

3137.0 

14 

262.0 

81 

8.4 

5.3 

15,3 

16.7 

29 

-12 

9 

19536 

1.99 

ETWOOD  ENTERPRISES  (8) 

661.4 

21 

18.3 

51 

2.8 

2.2 

11,1 

15.4 

11 

6 

0 

1035 

1.98 

tLEY-OAVIDSON 

389.7 

13 

23.6 

13 

6.1 

6.1 

24,7 

24.7 

17 

22 

10 

1813 

1.41 

IMAN  INTERNATIONAL  INDUSTRIES  (6)  310.5 

39 

11.4 

39 

3.7 

3.7 

12,9 

15.8 

16 

17 

-5 

595 

2.48 

;bro 

526.5 

8 

21.7 

-19 

4.1 

5.5 

12,5 

12.5 

16 

12 

20 

2790 

1.98 

■FY 

200.7 

6 

4.4 

-9 

2.2 

2.6 

11,0 

12.7 

12 

7 

-2 

188 

1.18 

ITEL 

543.6 

12 

27.0 

12 

5.0 

4.9 

20,1 

23.4 

20 

37 

11 

5136 

1  14 

SICUND  STORES 

346.4 

29 

-6.3 

NM 

NM 

NM 

3,6 

3.9 

23 

53 

22 

313 

0.40 

BOARD  MARINE  (3) 

318.8 

21 

18.0 

-6 

5.6 

7.2 

17,6 

26.5 

8 

-23 

NA 

419 

2.57 

AROID 

409.6 

-11 

-75.8 

NM 

NM 

0.3 

6,4 

5.3 

43 

44 

-5 

1587 

0.81 

AL  CARIBBEAN  CRUISES 

273.6 

-5 

51.4 

45 

18.8 

12.3 

12,7 

18.7 

10 

NA 

NA 

1521 

2.50 

>NS  WORLD  ENTERTAINMENT  (11) 

206.6 

8 

1.1 

-92 

0.6 

7.2 

NA 

-5.3 

NM 

20 

-6 

44 

-0.54 

MANUFACTURING 


)USTRY  COMPOSITE 

37935.8 

18 

2211.8 

33 

5.8 

5.2 

14.6 

19.2 

16 

3 

5 

134719 

2.50 

GENERAL  MANUFACTURING 

DUP  COMPOSITE 

14336.8 

20 

928.7 

39 

6.5 

5.6 

15.1 

18.5 

18 

6 

3 

65215 

2.32 

RY  DENNISDN 

773.2 

16 

34.5 

37 

4.5 

3.8 

13.1 

15.3 

18 

3 

27 

2102 

2.17 

ILISLE 

188.0 

22 

8.6 

27 

4.6 

4.4 

12.8 

15.1 

16 

3 

11 

580 

2.41 

iNING 

1123.0** 

17 

79.4 

37 

7.1 

6.1 

10.0 

13.3 

26 

3 

-2 

8187 

1.39 

tNE 

432.6 

30 

13.3 

79 

3.1 

2.2 

11.1 

18.8 

16 

1 

-2 

958 

2.05 

ERAL  SIGNAL 

187.1 

36 

10.8 

32 

5.8 

5.9 

20.9 

22.4 

21 

11 

14 

1010 

1.08 

ISCOt 

355.9 

12 

25.5 

37 

7.1 

5.8 

12.3 

15.7 

12 

7 

37 

1121 

3.72 

.ENBRAND  INDUSTRIES  (1) 

396.3 

5 

27.5 

-27 

6.9 

10.0 

10.4 

11.8 

26 

12 

9 

2046 

1.12 

NOIS  TOOL  WORKS 

929.1 

20 

75.0 

47 

8.1 

6.6 

16.9 

18.7 

19 

10 

8 

5612 

2.55 

NSON  CONTROLS  (3) 

2050.5 

22 

32.3 

27 

1.5 

1.5 

12.2 

16,0 

13 

5 

10 

2175 

4.05 

RK  IV  INDUSTRIES  (10) 

485.0 

52 

17.6 

51 

3.5 

3.6 

NA 

14,4 

14 

27 

8 

998 

1.40 

INESOTA  MINING  &  MFG. 

4087.0 

13 

376.0 

23 

9.2 

8.4 

18.1 

20,7 

18 

4 

2 

25345 

3.31 

VELL 

556.6 

25 

36.1 

15 

5.5 

7.1 

14.3 

17,8 

18 

22 

11 

3670 

1.27 

:KER  HANNIFIN  (6) 

879.7 

30 

65.9 

NM 

7.5 

NM 

15,8 

18,3 

13 

2 

-13 

2555 

3.91 

ARIS  INDUSTRIES 

254.8 

75 

12.9 

111 

5.1 

4.2 

78,6 

78.5 

5 

NA 

25 

844 

7.28 

IBERMAIDt 

563.9 

15 

54.1 

7 

9.5 

10.3 

18,2 

17.5 

21 

16 

12 

4844 

1.44 

LED  AIR 

173.4 

48 

11.5 

53 

5.7 

6.4 

28,9 

374.5 

20 

NA 

31 

810 

2.04 

EFLEX 

226.9 

19 

12.3 

24 

5.4 

5.2 

10,5 

14.1 

17 

14 

7 

739 

2.48 

10VA 

498.6 

13 

22.5 

70 

4.5 

3.0 

15,0 

21.5 

13 

-16 

-2 

958 

2.57 

rrS  INDUSTRIES  (5) 

174.4 

31 

12.7 

15 

7.3 

8.3 

9,7 

11.5 

15 

22 

6 

552 

1.49 
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PROFITS 
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MARGINS 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

QN 

QUARTER 

FROM 

QUARTER 

FRQM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

$MIL 

% 

$MIL. 

% 

% 

% 

5-YEAR  GROWTH      T^^^  ,f 
SHARES  MONTI] 


EARNINGS 

COMMON       PER  OUTSTANDING  EARNI^ii 

P-E       EQUITY      SHARE           4-21  PER. 

4-21         %           %             $MIL,  SHSR' 


(B)  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

3641.3 

15 

128.8 

46 

3.5 

2.8 

10.8 

15.5 

16 

3 

-1 

9058 

1.9! 

BUCK  &  DECKER 

1199.8 

11 

25.7 

76 

2.1 

1.3 

8.6 

12.5 

20 

5 

18 

2572 

1.51 

CINCINNATI  MILACRON 
DANAHER 

NACCO  INDUSTRIES 


331.4 
376.5 
502.4 


35 
30 
31 


13.0 
21.8 
12.8 


161 
50 
362 


3.9 
5.8 
2.5 


2.0 
5.0 
0.7 


19.8 
16.0 
12.0 


30.0 
18.7 
19.8 


19 
18 
9 


-11 
16 
-5 


NA 
11 

-10 


870 
1610 
496 


1.3. 


SNAP-ON 
SPX 

STANLEY  WORKS 


309.1* 

278.8 

643.3 


3 
1 

10 


26.5 
0.3 
28.7 


16 
-92 
12 


8.6 
0.1 
4.5 


7.6 
1.1 
4.4 


11.6 
5.3 
13.0 


13.5 
6.9 
17.1 


15 
16 
14 


1522 
203 
1784 


2-1 

0 


(C)  SPECIAL  MACHINERY 


GROUP  COMPOSITE 

16982.9 

18 

1062.9 

24 

6.3 

6.0 

15.6 

21.2 

14 

-2 

5 

54401 

APPLIED  MATERIALS  (2) 

506.1 

49 

65.8 

76 

13.0 

11.0 

21.4 

23.5 

20 

30 

29 

4663 

BRIGGS  8.  STRATTON  (6) 

450.2 

17 

47.3 

33 

10.5 

9.2 

25.0 

28.6 

8 

9 

32 

984 

CASE 

1141.0 

14 

70.0 

112 

5.1 

3.3 

11.7 

16.7 

9 

NA 

NA 

1852 

CATERPILLAR 

3913.0 

19 

300.0 

56 

7.7 

5.8 

19.0 

36.5 

11 

-14 

22 

11175 

CLARK  EQUIPMENT 

313.1 

53 

20.1 

63 

6.4 

6,0 

10.0 

12.2 

21 

-7 

-2 

1462 

DEERE  (2) 

2106.3** 

22 

138.4 

59 

6.6 

5.0 

18,2 

25.0 

11 

-4 

-7 

7255 

DOVER 

854.1 

25 

59.8 

40 

7.0 

5.3 

19.5 

22.1 

17 

5 

7 

3631 

DRESSER  INDUSTRIES  (2) 

1300.3 

-7 

38.6 

-80 

3.0 

14.0 

11.8 

13.3 

19 

-7 

2 

3895 

FMC 

1015.5 

12 

52.4 

14 

5.2 

5.1 

20.7 

43.1 

12 

18 

-10 

2191 

GENERAL  SIGNAL 

411.0 

20 

27.3 

23 

6,6 

6.5 

14,3 

19.9 

16 

2 

-3 

1754 

HARNISCHFEGER  INDUSTRIES  (2) 

477.0** 

26 

2.5 

-31 

0.5 

1.0 

4.5 

4.1 

41 

-2 

-16 

1383 

INGERSOLL-RAND 

1185.6 

17 

46.3 

40 

3.9 

3.3 

13.3 

14.7 

17 

0 

-1 

3771 

LAM  RESEARCH  (6) 

219.0 

72 

24.8 

159 

11.3 

7.5 

18.1 

19.7 

18 

29 

23 

1266 

PENTAIR 

459.3 

18 

15.4 

38 

3.3 

2.9 

8.8 

13.4 

16 

10 

7 

823 

STEWART  &  STEVENSON  SERVICES  (11) 

287.8 

18 

18.4 

10 

6.4 

6,9 

NA 

16.8 

19 

28 

16 

1287 

TIMKEN 

568.9 

22 

34.3 

343 

6.0 

1.7 

12.5 

13.0 

13 

-9 

-9 

1227 

TYCO  INTERNATIONAL  (6) 

1135.1 

13 

65.0 

31 

5.7 

4.9 

10.0 

12.1 

20 

11 

-5 

3944 

VARITY  (11) 

639.5 

32 

35.6 

65 

5.7 

4.5 

14.3 

14.8 

16 

7 

-16 

1838 

2. a 


2.3 
0.7, 
2.1 


3 
2 

2.6' 


(D)  TEXTILES 


GROUP  COMPOSITE 

2974.8 

11 

91.4 

89 

3.1 

1.8 

11.8 

14.7 

17 

12 

19 

6045 

1.0 

V. 

COLLINS  &AIKMAN  (11) 

382.1 

12 

24.7 

NM 

6.5 

NM 

120.3 

NM 

NM 

NA 

NA 

538 

Ul 

in; 

FIEI.DCREST  CANNON 

257.0 

11 

3.5 

-35 

1.4 

2.4 

7.5 

10.5 

8 

-4 

10 

196 

2.7 

GUILFORD  MILLS  (3) 

201.9 

30 

9.4 

139 

4.5 

2.5 

9.6 

13.5 

10 

5 

5 

332 

2.3 

INTERFACE 

191.3 

19 

4.0 

43 

2.1 

1.8 

5.8 

7.4 

17 

4 

-12 

273 

0.8 

m 

MOHAWK  INDUSTRIES 

379.8 

15 

4.3 

NM 

1.1 

NM 

7.9 

14.0 

13 

NA 

NA 

453 

1.1, 

a 

SHAW  INDUSTRIES 

676.6 

9 

4.5 

-82 

0.7 

4.1 

9.3 

15.1 

17 

35 

17 

1829 

0.7 

u 

SPRINGS  INDUSTRIES 

483.1 

0 

9.9 

70 

2.0 

1.2 

9.5 

11.2 

10 

0 

1 

658 

3.7 

111 

UNIFI  (b) 

403.0 

15 

31.1 

36 

7.7 

6.6 

12.0 

15.0 

20 

44 

15 

1755 

1.3 

iK 

16  METALS  &  MINING 

1 

INDUSTRY  COMPOSITE 

22087.2 

25 

1489.9 

516 

6.7 

1.4 

11.0 

17.3 

13 

-2 

22 

52432 

1.9 

(A)  ALUMINUM 

m 
« 

GROUP  COMPOSITE 

6453.7 

30 

388.7 

NM 

6.0 

NM 

8.7 

12.7 

16 

-9 

NA 

13212 

2.4 

il!,' 

ALUMAX 

698.6 

17 

110.4 

NM 

15.8 

NM 

10.4 

13.5 

8 

NA 

NA 

1225 

3.4 

ALUMINUM  CO.  OF  AMERICA 

3009.8 

35 

193.8 

NM 

6.4 

NM 

13.8 

17.1 

12 

-8 

-42 

7974 

3.7 

)Si 

KAISER  ALUMINUM 

513.0 

24 

3.5 

NM 

0,7 

NM 

NM 

NM 

NM 

-60 

NA 

533 

-1.5 

IP: 

MAXXAM 

581.3 

19 

-1.0 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

266 

-8.8 

I'llf 

REYNOLDS  METALS 

1651.0 

32 

82.0 

NM 

5,0 

NM 

7,7 

10.3 

17 

-11 

-30 

3113 

3.0 

; 

(B)  STEEL 

w. 

GROUP  COMPOSITE 

11295.7 

16 

603.5 

211 

5.3 

2.0 

14.9 

23.3 

11 

-3 

NA 

21494 

2.0 

itfi 

AK  STEEL  HOLDING 

610.4 

37 

68.3 

553 

11,2 

2.3 

NM 

71.8 

2 

NA 

NA 

700 

12.2 

itf,' 

ALLEGHENY  LUDLUM 

395.3 

26 

28.9 

59 

7,3 

5.8 

5,8 

7.7 

54 

2 

-25 

1572 

0.4 

id; 

ARMCO 

368.4 

-3 

2.4 

NM 

0,7 

NM 

NM 

NM 

8 

NA 

NA 

762 

0.8 

It; 

BETHLEHEM  STEEL 

1240.7 

10 

52.5 

307 

4,2 

1.1 

8,7 

5.8 

22 

-11 

NA 

1589 

0.7 

im 

BIRMINGHAM  STEEL  (5) 

236.9 

15 

13.3 

159 

5,6 

2.5 

8,3 

10.2 

13 

23 

3 

593 

1.6 

CARPENTER  TECHNOLOGY  (5) 

211.6 

21 

15.4 

20 

7.3 

7.4 

11,1 

18.4 

11 

-7 

-1 

460 

5.3 

t[; 

COMMERCIAL  METALS  (4) 

533.0** 

35 

10.3 

141 

1,9 

1.1 

9,7 

12.0 

12 

5 

-2 

404 

2.2 

'.\ 

INLAND  STEEL  INDUSTRIES 

1257.7 

17 

44.0 

378 

3.5 

0.9 

13,0 

21.1 

11 

-24 

NA 

1242 

2.6 

.it 

J&L  SPECIALTY  STEEL 

241.5 

52 

18.0 

160 

7.4 

4.3 

14,6 

20.0 

12 

20 

380 

764 

1.6 

lis; 

LTV 

1161.5 

9 

51.2 

235 

4.4 

1.4 

11.7 

12.6 

9 

NA 

20 

1590 

1.5 

ii;- 

LUKENS 

260.0 

18 

9.1 

NM 

3.5 

NM 

8.8 

11.5 

15 

6 

-21 

484 

2,1 

tl 

NATIONAL  STEEL 

752.7 

21 

44.7 

-43 

5.9 

12.5 

NM 

39.2 

4 

-21 

NA 

527 

3.2. 

«Dl 

NUCOR 

841.7 

30 

67.3 

93 

8.0 

5.4 

17.4 

23.1 

18 

13 

27 

4629 

2.3 

OREGON  STEEL  MILLS 

187.0 

-13 

1.9 

-48 

1.0 

1.7 

NM 

3.7 

37 

21 

-19 

373 

0.5! 

QUANEX  (2) 

199.9 

34 

4.7 

163 

2.3 

1.2 

9.8 

10.8 

20 

1 

-30 

309 

1.1; 

i; 

ROUGE  STEEL 

320,3 

-3 

25.0 

38 

8.1 

5.7 

NA 

42.7 

4 

NA 

NA 

565 

5.2 

USX-U.  S.  STEEL  GROUP 

1577.0 

14 

74.0 

NM 

4.7 

NM 

17.6 

31.2 

9 

NA 

NA 

2507 

3.7 

in 
' 

WCI  STEEL  (2) 

175.1 

10 

10.9 

191 

6.2 

2.4 

19.7 

58.9 

5 

NA 

NA 

215 

1.1! 

WEIRTON  STEEL 

354.7 

9 

32.1 

NM 

9.1 

0.9 

19.2 

44.8 

5 

-15 

NA 

328 

1.7 

t 

WORTHINGTON  INDUSTRIES  (7) 

370.1 

15 

28.7 

45 

7.7 

6.1 

NA 

19.9 

16 

9 

7 

1781 

1.2 

! 
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RPORATE  SCOREBOARD 


IPANY 

SALES 

PROFITS 

RETURN 

MARKET 
VALUE 

MARGINS 

5-YEAR  GROWTH 

!?■ 

MONTHS' 
EARNINGS 
PER 
SHARE 

1ST 
niiADTrp 

1995 
$  MIL. 

CHANGE 
FROM 
1994 

% 

1ST 
DllflRTFR 

1995 
$  MIL 

CHANGE 
FROM 
1994 

1ST 
QUARTER 
1996 

% 

1ST 
QUARTER 
1994 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

P-E 
4-21 

COMMON 
EQUITY 

EARNINGS 
PER 
SHARE 

% 

SHARES 
OUTSTANDING 
4-21 
$  MIL 

ITHER  METALS 

JP  COMPOSITE 

4337.8 

49 

497.7 

173 

11.5 

6.2 

9.6 

14.5 

16 

8 

-24 

17726 

1.47 

CO 

791.0 

79 

65.7 

147 

ft  "5 
o.o 

D.U 

7.1 

6.8 

11 

u 

99 

1121 

2.45 

US  AMAX  MINERALS 

784.0 

33 

97.0 

411 

8.4 

9.7 

11 

1  D 

1  7 
—  i  / 

2511 

2.45 

»ORT-McMORAN 

663.3 

48 

24.9 

6 

3.7 

5.2 

9.4 

NM 

48 

NA 

-24 

2418 

0.37 

>ORT-McMORAN  COPPER  &  GOLD 

408.8 

54 

57.4 

122 

14.0 

9.7 

8.6 

25.8 

39 

26 

-15 

4248 

0.53 

:STAKE  MINING 

179.9" 

4 

6.6 

^73 

3.6 

14.0 

7.9 

10.3 

41 

-9 

NA 

2480 

0.44 

yiA  COPPER 

297.5 

70 

51.8 

580 

17.4 

4.3 

11.2 

14.8 

7 

10 

-14 

783 

2.43 

PS  DODGE 

1033.5 

49 

185.3 

281 

17.9 

7.0 

13.7 

17.7 

9 

9 

-7 

3812 

5.74 

ERINE  TUBE 

179.8 

39 

9.1 

31 

5.1 

5.4 

13.2 

20.9 

13 

44 

166 

354 

1.97 

NONBANK  FINANCIAL 

ISTRY  COMPOSITE 

68746.8 

10 

5521.5 

21 

8.0 

7.4 

9.4 

14.3 

13 

11 

13 

240679 

3.39 

INANCIAL  SERVICES 

JP  COMPOSITE 

35219.5 

n 

2837.6 

-9 

8.1 

9.9 

8.7 

15.4 

14 

16 

21 

132656 

3.20 

VNDER  &  ALEXANDER  SERVICES 

324.2 

Q 

41  7 

NM 

12  9 

NM 

NM 

-26  6 

NM 

-8 

NA 

1011 

-1  88 

iHANY 

397.1 

-17 

0  8 

-95 

0  2 

3  5 

5  6 

5  1 

2 1 

\  \ 

10 

1111 

7  44 

ICAN  EXPRESS 

3771.0** 

12 

353.0 

11 

9.4 

9.4 

17.4 

22.5 

13 

5 

12 

17355 

2.76 

CAPITAL 

362.8 

11 

25.1 

59 

6.9 

4.8 

5.6 

10.7 

11 

NA 

NA 

1245 

2.32 

STEARNS  (6) 

1027.4 

14 

82.7 

-28 

8. 1 

12.8 

13.7 

9.2 

15 

14 

30 

2219 

1.25 

nCIAL 

560.2 

4 

20.7 

-66 

3.7 

11.3 

5.8 

10.3 

16 

10 

7 

2074 

2.52 

<  (H&R)  (8) 

261.5 

17 

8.1 

NM 

3.1 

NM 

35.4 

35.4 

22 

9 

11 

4334 

1.85 

AL  ONE  FINANCIAL 

219.2 

48 

25.1 

-29 

11.5 

23.7 

29.0 

17.0 

15 

NA 

NA 

1305 

1.28 

TRYWIDE  CREDIT  INDUSTRIES  (10)  224.5 

-20 

19.4 

-59 

8.6 

16.8 

10.4 

9.5 

18 

64 

56 

1621 

0.96 

WITTER,  DISCOVER 

1367.6** 

8 

222.1 

6 

16.2 

16.5 

NA 

18.3 

10 

NA 

NA 

7432 

4.42 

iRDS  (A.  G.)  (10) 

292.1 

-9 

32.1 

-20 

11.0 

12.4 

NA 

14.1 

12 

22 

30 

1441 

2.00 

AX 

384.2 

20 

29.5 

21 

7.7 

7.6 

23.3 

34.7 

19 

1 

14 

2419 

1.68 

IE  MAE 

5288.4** 

23 

552.0 

6 

10.4 

12.1 

NA 

22.0 

11 

30 

27 

23170 

7.94 

lAL  HOME  LOAN  MORTGAGE 

2130.0 

35 

258.0 

-7 

12.1 

17.6 

4.5 

18.4 

12 

24 

18 

11591 

5.22 

A  GROUP 

177.7 

140 

22.4 

93 

12.6 

15.7 

8.5 

11.1 

11 

15 

16 

934 

3.13 

FINANCIAL  MANAGEMENT 

684.3 

48 

35.4 

20 

5.2 

6.4 

NA 

11.8 

28 

24 

3 

4526 

2.67 

EHOLD  INTERNATIONAL 

931 .5 

0 

96.0 

24 

10.3 

8.3 

NA 

16.3 

12 

13 

3 

4383 

3.69 

AN  BROTHERS  HOLDINGS  (1) 

707.0 

NA 

45.0 

NA 

6.4 

NA 

NA 

NA 

NA 

NA 

NA 

2012 

NA 

H  &  McLENNAN 

955.2 

5 

124.8 

-5 

13.1 

14.4 

20.5 

25.8 

16 

10 

4 

5948 

5.13 

ILL  LYNCH 

5203.9** 

10 

227.3 

-39 

4.4 

7.8 

38.0 

16.7 

11 

13 

54 

8053 

4.12 

AN  STANLEY  GROUP  (11) 

2337.0 

12 

39.0 

-78 

1.7 

8.7 

NA 

8.8 

16 

22 

12 

5173 

4.18 

WEBBER  GROUP 

1233.9** 

14 

34.3 

-38 

2.8 

5.1 

27.3 

0.1 

NM 

21 

8 

1651 

-0.05 

E  MAE 

960.8 

49 

83.7 

-31 

8.7 

18.9 

5.7 

28.0 

8 

8 

19 

2853 

4.70 

MU 

743.0** 

5 

81.0 

23 

10.9 

9.3 

NM 

-13.0 

NM 

7 

NA 

3652 

-4.26 

'AB  (CHARLES) 

376.1 

16 

38.4 

1 

10.2 

11.8 

23.2 

29.0 

20 

26 

61 

2681 

1.55 

;lers 

4298.9 

^10 

340.0 

0 

7.9 

7.1 

13.4 

15.8 

10 

30 

26 

12463 

3.90 

ISURANCE 

JP  COMPOSITE 

30840.6 

9 

2499.2 

75 

8.1 

5.0 

11.0 

13.8 

12 

7 

6 

101061 

3.97 

\  LIFE  &  CASUALTY 

4484.5** 

1  DU.O 

O.D 

S3 

1  1 

Q 

— O 

a 
— D 

D.  J.  D 

1713.7 

23 

84.9 

21 

5.0 

5.0 

16.7 

17.6 

13 

20 

28 

3973 

3.00 

ATE 

5570.0 

7 

541.7 

NM 

9.7 

NM 

NM 

15.4 

10 

NA 

NA 

13481 

2.90 

ICAN  GENERAL 

1518.0 

25 

175.0 

9 

11.5 

13.3 

10.2 

11.9 

13 

0 

0 

6599 

2.55 

ICAN  INTERNATIONAL  GROUP 

6030.0** 

15 

572.2 

13 

9.5 

9.7 

10.6 

13.7 

15 

15 

9 

32650 

7.09 

ICAN  NATIONAL  INSURANCE 

349.6 

9 

45.4 

25 

13.0 

11.3 

10.1 

10.8 

7 

6 

19 

1592 

8,46 

ECO 

543.0** 

11 

24.4 

-70 

4.5 

16.8 

NA 

15.5 

13 

NA 

57 

1008 

3.12 

3NT  GENERAL 

199.2 

28 

14.2 

5 

7.1 

8.6 

11.9 

16.1 

6 

19 

18 

325 

3.62 

:E  MANN  EDUCATORS 

182.0 

1 

17.1 

42 

9.4 

6.7 

15.0 

16.9 

9 

47 

83 

630 

2,40 

LN  NATIONAL 

1483.7 

-18 

134.8 

-11 

9.1 

8.4 

10.8 

11.8 

12 

8 

9 

3779 

3,21 

REVERE 

358.4 

12 

17.2 

-35 

4.8 

8.2 

7.5 

7.1 

9 

NA 

NA 

754 

1.83 

USSIVE 

693.8 

33 

60.7 

26 

8.7 

9.2 

18.0 

25.9 

10 

23 

38 

2750 

3.77 

DIAN 

797.6 

6 

94.5 

48 

11.8 

8.5 

13.2 

15.6 

11 

12 

6 

3292 

3.11 

10 

936.2** 

65.2 

16 

7.0 

6.2 

11.8 

11.4 

11 

10 

5 

3529 

5.14 

tUL 

1267.5 

9 

110.6 

72 

8.7 

5.5 

14.3 

17.6 

9 

5 

5 

4231 

5.68 

MERICA  (3)t 

255.4** 

17 

47.4 

18 

18.5 

18.3 

19.4 

23.9 

12 

14 

36 

1726 

3.87 

1MARK 

530.0 

6 

69.0 

-9 

13.0 

15.2 

14.3 

21,1 

11 

9 

8 

2888 

3.65 

^AMERICA 

1420.5 

15 

96.3 

-7 

6.8 

8.4 

7.4 

16.2 

10 

-1 

13 

3930 

5.50 

IN 

338.9 

0 

31.2 

23 

9.2 

7.5 

8.7 

8.7 

15 

0 

1 

2264 

3.23 

1 

955.1 

9 

63.4 

-18 

6.6 

8.8 

6.4 

7.4 

23 

12 

5 

3132 

1.92 

J 

795.0 

4 

49.0 

113 

6.2 

3.0 

NA 

23.2 

6 

-14 

NA 

1273 

2.43 

E 

418.8 

7 

24.3 

3 

5.8 

6.0 

10.4 

11.0 

9 

-1 

8 

861 

4.20 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 

5-YEAR  GROWTH 

MARKET 
VALUE 

1 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

MOf 

QUARTER 

EROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARt 

1995 

1994 

1995 

1994  , 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PI 

$  MIL 

% 

$  MIL 

% 

/„ 

% 

% 

% 

4-21 

% 

% 

$  MIL 

SHi 

(C)  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

2686.8 

20 

184.7 

789 

6.9 

0.9 

NA 

8.9 

11 

3 

3 

6962 

1-! 

AHMANSOK  O^.F.) 

930.0 

19 

50.7 

-8 

5.5 

7.1 

NA. 

6.1 

13 

8 

-5 

2328 

1. 

DIME  BANCORP 

361.9 

33 

22.3 

-28 

6.2 

11.4 

NA 

15.5 

7 

-1 

NA 

526 

1., 

GLENDALE  FEDERAL  BANK  (6) 

339.0 

25 

40.9 

NM 

12.1 

NM 

NA 

6.0 

14 

-9 

NA 

439 

0.1 

GREAT  WESTERN  FINANCIAL 

827.2 

17 

43.5 

-12 

5.3 

7.0 

9  7 

10.1 

13 

2 

-9 

2787 

1. 

STANDARD  FEDERAL  BANK 

228.7 

16 

27.3 

-5 

11.9 

14.7 

NA 

14.5 

8 

14 

26 

882 

3.\ 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

61915.9 

20 

4258.7 

81 

6.9 

4.6 

12.1 

15.2 

23 

-3 

5 

289979 

1.1 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE  5349.0 


19 


246.2 


4.6 


5.5 


14.9 


17.3 


19 


18271 


1.! 

0.. 
1.1 
1.1 
2. 

0.3 
l.lfti' 

0, 


COMPUCOM  SYSTEMS 
cue  INTERNATIONAL  (11) 
DELUXE 
DIEBOLD 


323.5 
281.7* 
465.6 
197.0 

216.5 
821.4 
674.3 
260.0 


15 
20 


3.8 
32.8 
33.8 
15.2 

12.6 
-4.4 
2.9 
4,3 


39 
30 
-11 
20 


1.2 
11.6 
7.3 
7.7 

5.8 
NM 

0.4 

1.5 


1.0 
10.8 


7.2 


9.5 
25.9 
14.7 
14.3 

21.9 
5.1 
9.5 
7.8 


20.2 
26.5 
16.8 
14.4 

28.4 
4.8 
8.7 

8,0 


9 
38 
18 
19 


27 
NA 
6 
4 


44 
62 
-2 
14 


135 
4382 
2523 
1237 


HON  INDUSTRIES 
INTELLIGENT  ELECTRONICS  (11) 
MICROAGE  (2) 
MILLER  (HERMAN)  (7) 

PITNEY  BOWES 
REYNOLDS  &  REYNOLDS  (3) 
STANDARD  REGISTER 
TECH  DATA  (11) 

WALLACE  COMPUTER  SERVICES  (5) 


11 
43 
7 


NM 
-37 
-62 


5.8 
1.7 
1.0 
4.6 


15 
43 


21 


61 
47 
0 


13 
23 
12 

-5 


813 
329 
125 
496 


839.9 
228.5 
204.5 
659.9 
176.2 


13 
11 
11 
49 
15 


96.0 
19.3 
10.8 
5.8 
13.4 


18 
25 


-34 
5 


11.4 
8,5 
5.3 
0.9 
7.6 


10.9 
7.5 
5.4 
2.0 
8.4 


15.7 
16.8 
11.0 
16.0 
10,4 


20.2 
25.7 
11.6 
13.7 
11,3 


16 
15 
11 
11 
15 


4 
5 
4 
39 
11 


15 
22 

9 
32 

3 


5503 
1089 
501 
392 
746 


(B)  COMPUTERS  &  PERIPHERALS 


GROUP  COMPOSITE 


46292.7 


20  2871.9 


159 


6.2 


2.9 


10.2 


12.6  20 


-15  148467 


AMDAHL 

371.5 

-2 

20,6 

190 

5,5 

1.9 

9,5 

10,1 

17 

-9 

-17 

1502 

0 

APPLE  COMPUTER  (3) 

2652.0 

28 

73,0 

319 

2,8 

0.8 

14,3 

20,1 

9 

1 1 

-15 

4691 

4 

AST  RESEARCH  (6) 

670.2 

13 

-7,2 

NM 

NM 

2.2 

-8,7 

-17.2 

NM 

26 

1 

550 

-1 

COMPAQ  COMPUTER 

2959.0 

30 

216.0 

1 

7,3 

9.4 

21,1 

22.3 

11 

22 

16 

9650 

3 

CONNER  PERIPHERALS 

610.4 

8 

0.1 

NM 

0,0 

4.2 

11.1 

25.2 

6 

-2 

9 

505 

1 

DATA  GENERAL  (3) 

283.8 

0 

-11.1 

NM 

NM 

NM 

NM 

-1.7 

NM 

-8 

NA 

284 

-0 

DELL  COMPUTER  (11) 

1032,7 

39 

60.3 

240 

5,8 

2.4 

20.6 

21.5 

15 

54 

72 

1944 

3 

DIGITAL  EQUIPMENT  (6) 

3467.5 

6 

73.7 

NM 

2,1 

NM 

NM 

-58.4 

NM 

-17 

NA 

6600 

-13 

EMC 

420.6 

58 

78.0 

60 

18,5 

18,3 

28,7 

38.5 

15 

51 

122 

3758 

1 

HEWLETT-PACKARD  (2) 

7304.0 

29 

602.0 

64 

8,2 

6,5 

17,4 

17.7 

18 

12 

13 

32651 

3 

INTERGRAPH 

257.3 

7 

-22.5 

NM 

NM 

NM 

NM 

-15.1 

NM 

-4 

NA 

521 

-1 

INTERNATIONAL  BUSINESS  MACHINES 

15735,0 

18 

1289.0 

229 

8,2 

2,9 

11,9 

17,1 

14 

-15 

NA 

53849 

6 

MAXTOR  (9) 

275.9 

6 

1.1 

NM 

0,4 

NM 

NA 

NM 

NM 

2 

NA 

269 

SEAGATE  TECHNOLOGY  (6) 

1184.6 

30 

70.3 

5 

5,9 

7,4 

12.2 

17,6 

9 

22 

147 

2069 

3 

SILICON  GRAPHICS  (6) 

552,0 

47 

64.2 

83 

11,6 

9.3 

15.8 

20.1 

28 

41 

33 

5094 

1 

STORAGE  TECHNOLOGY 

450,2 

13 

-8.9 

NM 

NM 

NM 

5.1 

3.2 

19 

25 

-23 

796 

SUN  MICROSYSTEMS  (6) 

1505,0 

26 

107.5 

87 

7  1 

4.8 

15.3 

16,0 

12 

20 

17 

3566 

3 

TANDEM  COMPUTERS  (3) 

515,9 

7 

21.7 

-16 

4,2 

5.3 

15.6 

16,7 

8 

-5 

6 

1476 

1 

3COM  17) 

338,7 

55 

45.3 

NM 

13.4 

NM 

21.0 

27.1 

37 

6 

NA 

3562 

1 

UNISYS 

1407,1 

8 

32.1 

-7 

2.3 

2.7 

4.8 

-4.6 

NM 

-14 

NA 

1752 

-0 

WESTERN  DIGITAL  (6) 

529,3 

26 

19.7 

-31 

3.7 

6.8 

28,9 

33.5 

5 

-9 

NA 

684 

2 

XEROX 

3770,0 

15 

147.0 

14 

3.9 

3.9 

11,3 

17.8 

17 

-5 

2 

12693 

6 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

10274.1 

23 

1140.6 

14 

11.1 

11.9 

18.6 

22.6 

30 

23 

21 

123241 

1 

AUTOMATIC  DATA  PROCESSING  (6) 

799.0" 

18 

125.3 

19 

15.7 

15,6 

17,4 

20.1 

24 

12 

13 

8996 

2 

BAY  NETVrfORKS  (6) 

337.1 

27 

46.0 

44 

13.7 

12,0 

12.9 

15.1 

34 

138 

166 

3730 

1 

CABLETRON  SYSTEMS  (10) 

226.0 

34 

45.5 

36 

20.1 

19,9 

27.3 

27.6 

21 

80 

53 

3347 

Z 

CERIDIAN 

257.8 

17 

28.4 

28 

11.0 

10.0 

40.8 

39.4 

22 

-22 

NA 

1538 

1 

CISCO  SYSTEMS  (5) 

454.9 

51 

53.5 

-31 

11.8 

25,6 

30,3 

31,5 

32 

152 

122 

10495 

1 

COMDISCO  (3) 

593.0" 

12 

26.0 

8 

4.4 

4.5 

7,8 

7,4 

21 

3 

-14 

995 

1 

COMPUSA  (6) 

776. J 

30 

12.1 

261 

1.6 

0.6 

3.8 

3.1 

90 

NA 

NA 

399 

0 

ELECTRONIC  DATA  SYSTEMS 

2785,0 

24 

196,8 

15 

7.1 

7  7 

14,9 

20.0 

23 

19 

13 

19810 

1 

FIRST  DATA 

437,5 

16 

50,2 

15 

11.5 

11.6 

16.5 

21.1 

29 

21 

18 

5988 

GTECH  HOLDINGS  (10) 

185,9 

20 

7.5 

-57 

4.0 

11.3 

11.0 

22.5 

19 

195 

NA 

973 

LOTUS  DEVELOPMENT 

202,6 

-18 

-17.5 

NM 

NM 

8.6 

NM 

-10.8 

NM 

17 

2 

1623 

-i 

MICROSOFT  (6) 

1587,0 

28 

396.0 

55 

25.0 

20.6 

31.7 

32.6 

32 

NA 

42 

43575 

NEOSTAR  RETAIL  GROUP  ill) 

200,5 

-1 

1.9 

-83 

1.0 

5.7 

-4.7 

-5,6 

NM 

NA 

NA 

160 

-0 

NOVELL  (2) 

493,2 

1 

81.5 

-14 

16.5 

19.3 

12.0 

12,2 

39 

44 

26 

7540 

Q 

ORACLE  SYSTEMS  (7) 

722,2 

50 

104,8 

50 

14,5 

14.4 

35.6 

39,7 

35 

22 

17 

12937 

SYBASE 

216,3 

33 

-17,4 

NM 

NM 

8.5 

NA 

13,7 

24 

75 

92 

1136 
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RPORATE  SCOREBOARD 


(IPANY 


SALES 


PROFITS 


RETURN 


MARGINS 


1ST  CHANGE 

QUARTER  FROM 

1995  1994 

$  MIL  % 


1ST 
QUARTER 
1995 
SMIL 


CHANGE 
FROM 
1994 
% 


1ST 
QUARTER 
1995 
% 


1ST 
QUARTER 
1994 

% 


ON 
INVESTED 
CAPITAL 

% 


ON 
COMMON 
EQUITY 

% 


P-E 
4-21 


5-YEAR  GROWTH 

EARNINGS 
PER 
SHARE 


COMMON 
EQUITY 

% 


MARKET 
-  VALUE 
SHARES 
OUTSTANDING 
4-21 
$MIL 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


PAPER  &  FOREST  PRODUCTS 


JSTRY  COMPOSITE 


25912.1 


24  1647.2 


208 


6.4 


2.6 


7.4 


12.1 


17 


-9 


70782 


2.64 


rOREST  PRODUCTS 


UP  COMPOSITE 

6921.2 

18 

469.8 

178 

6.8 

2.9 

8.9 

14.9 

14 

0 

NA 

15302 

3.14 

r  rAcrAnF 

j\j 

0  /  .u 

NM 

4  7 

NM 

NM 

-1  8 

NM 

-13 

N  A 

1215 

-0.80 

ifiiA  PAriFir 

tUln-rnbiriO 

3477  0 

18 

232  0 

314 

6  7 

1  9 

10.0 

19.2 

14 

_3 

NA 

7135 

5.52 

SIANA-PACIFIC 

686.8 

-2 

54.3 

-36 

7,9 

12.2 

13.9 

17.1 

9 

10 

24 

2856 

2.88 

: &  TALBOT 

173.1 

3 

-1.2 

NM 

NM 

5.1 

3.0 

2.7 

36 

1 

-14 

219 

0.46 

iniLn 

9fm  « 

2  2 

25  1 

1 5 

8  8 

8  4 

10  0 

11.2 

13 

_4 

NA 

935 

2.47 

LnoML  rUnLo 1  rnUUUU 1 O 

1  /  o.u 

_2 

3  5 

45 

2  0 

1  4 

115 

15  5 

.g 

N  A 

NA 

107 

0.57 

AMETTE  INDUSTRIES 

900.6 

33 

99.1 

201 

11,0 

4.8 

11.6 

17.6 

12 

9 

-3 

2834 

4.43 

•APER 

UP  COMPOSITE 

18990.9 

26 

1177.4 

222 

6.2 

2.4 

6.9 

11.3 

18 

1 

-12 

55480 

2.50 

ATER 

449.5 

46 

45.1 

NM 

10,0 

NM 

NM 

5.5 

33 

-5 

NA 

1326 

1.09 

i/IPION  INTERNATIONAL 

1634.0 

33 

131.2 

NM 

8.0 

NM 

5.8 

5.7 

20 

-5 

-38 

3988 

2.12 

lAPEAKE 

291.1 

37 

20.8 

940 

7.1 

0.9 

8.9 

14.3 

14 

5 

-10 

772 

2.36 

iOLIDATED  PAPERS 

308.9 

33 

40.6 

165 

13.1 

6.6 

9.4 

11.5 

20 

2 

-17 

2221 

2.54 

HOWARD 

357.4 

33 

-9.5 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

91 

-4.08 

^NATIONAL  PAPER 

4500.0 

32 

245.0 

224 

5.5 

2.2 

6.7 

9.2 

15 

5 

-19 

9316 

4.80 

:S  RIVER  CORP  OF  VIRGINIA 

1637.3 

48 

22.1 

NM 

1.4 

NM 

NM 

-2.5 

NM 

NA 

NA 

2134 

-0.44 

JERLY-CLARK 

2014.6 

13 

108.7 

-20 

5.4 

7.6 

14.6 

19.5 

17 

4 

4 

8771 

3.16 

VILLE 

641.6 

21 

29.3 

297 

4.5 

1.4 

6.1 

7.1 

22 

15 

-25 

1397 

0.51 

D 

1240.8 

23 

61.7 

288 

5.0 

1.6 

5.8 

6.7 

22 

4 

-11 

2925 

2.32 

ATCH 

394.5 

8 

23.5 

343 

6.0 

1.5 

5.9 

7.3 

18 

2 

-20 

1231 

2.31 

7  PAPER 

1003.3 

21 

96.9 

240 

9.7 

3.4 

13.0 

19.0 

20 

-5 

-3 

6552 

4.44 

N  CAMP 

1021.1 

29 

105.0 

832 

10.3 

1.4 

8.0 

11,5 

17 

0 

-25 

3509 

3.01 

rVACO  (2) 

741.7 

28 

49.3 

212 

5.7 

2.7 

5.6 

7,2 

21 

4 

-20 

2860 

2.04 

ERHAEUSER 

2745.0 

15 

206.6 

53 

7.5 

5.3 

9.2 

15.5 

12 

1 

12 

8276 

3.24 

PUBLISHING  &  BROADCASTING 

JSTRY  COMPOSITE 

12038.6 

6 

691.4 

13 

5.7 

5.4 

10.2 

17.9 

21 

-2 

4 

76895 

2.23 

JROADCASTING 

UP  COMPOSITE 

2504.5 

-6 

179.7 

-3 

7.2 

7.0 

16.4 

20.7 

18 

-5 

15 

16873 

4.23 

TAL  CITIES/ABC 

1606.8 

14 

157,8 

36 

9,8 

8.3 

14.2 

16,8 

18 

5 

8 

13095 

4.58 

897.7 

-28 

21.9 

-68 

2.4 

5.6 

28,6 

80,9 

19 

-31 

25 

3778 

3.21 

PUBLISHING 

UP  COMPOSITE 

9534.1 

9 

511.7 

20 

5.4 

4.9 

9.1 

17.1 

22 

-1 

2 

60022 

1.92 

JONES 

545,4 

9 

46.4 

8 

8.5 

8.7 

10,9 

12,4 

19 

1 

-3 

3370 

1.88 

&  BRAOSTREET 

1219.6 

11 

108.9 

0 

8.9 

9.9 

41,2 

47,8 

14 

-12 

1 

8743 

3.70 

JETT 

913.8 

4 

86.2 

10 

9.4 

9.0 

18,2 

26,0 

16 

-2 

6 

7373 

3.33 

HT-RIDDER 

574.5 

7 

35.7 

17 

5.3 

4.8 

11,5 

14,4 

17 

7 

-2 

2936 

3.29 

WW-HILL 

568.5 

2 

14.0 

-7 

2.5 

2.7 

13.7 

22,1 

18 

-1 

0 

3607 

4.08 

EDITH  (6) 

230,4 

12 

10.2 

41 

4.4 

3,5 

10.2 

15.5 

19 

-6 

-5 

655 

1.25 

YORK  TIMES 

571.2 

-3 

27.4 

54 

4.8 

3,0 

10.6 

14.4 

11 

9 

-9 

2295 

2.17 

lER'S  DIGEST  ASSOCIATION  (6) 

793.0 

12 

65.0 

-5 

8.3 

9,8 

25.5 

2(3.7 

 J  

25 

12 

12 

5220 

1.82 

)LASTIC  (7) 

179,9 

20 

8.0 

24 

4.4 

4,3 

12.5 

1^.6 

25 

195 

50 

879 

2.15 

PPS  (E.W.) 

312,3 

9 

29.1 

16 

9.3 

8,8 

10.5 

11.8 

18 

5 

12 

2354 

1.65 

WARNER 

1817.0 

17 

-47.0 

NM 

NM 

NM 

-0.7 

-8.7 

NM 

-31 

NA 

13418 

-0.25 

S  MIRROR 

774.0 

6 

15.1 

101 

2.0 

1.0 

7.1 

6.6 

18 

0 

-13 

2347 

1.00 

UNE 

532.8 

11 

58.0 

70 

12.8 

8.3 

14.8 

19.9 

15 

5 

1 

3894 

3.75 

HINGTON  POST 

401.6 

12 

43.9 

52 

10,9 

8.0 

15.6 

16.4 

15 

4 

-1 

2910 

15.14 

SERVICE  INDUSTRIES 

JSTRY  COMPOSITE 

22968.4 

18 

759.3 

12 

3.3 

3.5 

9.9 

14.5 

19 

8 

4 

60542 

1.55 

:ONSTRUCTION  &  ENGINEERING 

UP  COMPOSITE 

4061.0 

12 

95.8 

67 

2.4 

1.6 

9.0 

10.1 

25 

6 

9 

7490 

1.29 

iEE  ENTERPRISES  (10) 

205.4 

15 

2.4 

NM 

1,2 

NM 

7.8 

10.6 

18 

5 

-27 

235 

0.97 

.ER  MFG. 

194.9 

65 

3.5 

NM 

1.9 

NM 

18.1 

25.8 

9 

12 

7 

177 

4.09 

a 

338.2 

4 

9,4 

20 

2.8 

2.4 

NM 

-6.9 

NM 

5 

NA 

910 

-0.55 

■R  (2) 

2059.6 

0 

50,3 

14 

2.4 

2.1 

15.8 

15,8 

20 

9 

9 

3992 

2.40 

ER  WHEELER 

543.5" 

35 

17,9 

15 

2.8 

3.2 

10.0 

14,9 

18 

-3 

14 

1258 

1.90 

6S  ENGINEERING  GROUP  (3) 

396.7 

46 

7.5 

3 

1.9 

2.7 

8.6 

9.2 

25 

28 

13 

495 

0.75 

IE  &  WEBSTER 

222.5" 

17 

4.7 

NM 

2.1 

NM 

2.3 

2.5 

44 

1 

NA 

424 

0.56 

NDUSTRIAL  DISTRIBUTION 

UP  COMPOSITE 

7174.9 

21 

274.3 

26 

3.8 

3.7 

13.1 

14.1 

18 

10 

6 

16007 

1.86 

)W  ELECTRONICS 

1440.4 

29 

44.9 

34 

3.1 

3.0 

13.4 

14.5 

16 

43 

75 

1979 

2.64 

;t  (6) 

1129.2 

25 

35.4 

44 

3.2 

2.8 

9.1 

10.8 

14 

7 

5 

1689 

3.00 

IINGS  (6) 

277.0 

15 

4.3 

51 

1.5 

1.2 

8.3 

10.2 

15 

1 

-6 

245 

2.08 

STAR  (1) 

190.9 

104 

5.1 

107 

2.7 

2.6 

25.1 

24.7 

19 

NA 

NA 

360 

1.02 

IINE  PARTS 

1281,2 

10 

69,0 

10 

5.4 

5.4 

18.5 

19.3 

17 

10 

6 

4874 

2.38 

Y  PETROLEUM  (11) 

213.4" 

9 

6.3 

-8 

3.0 

3.5 

8.4 

7.5 

20 

-5 

NA 

142 

0.55 

NGER  (W.  W.) 

805.8 

14 

46,9 

13 

5.8 

5.9 

12.8 

12,9 

23 

7 

4 

3039 

2.51 

HES  SUPPLY  (11) 

205.3 

21 

2,9 

42 

1.4 

1.2 

NA 

8.3 

10 

-1 

-11 

107 

1.79 

AN 

210.0" 

6 

5,6 

31 

2.6 

2,1 

NM 

-10,5 

NM 

-4 

NA 

214 

-0.86 

CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 


5-YEAR  GROWTH 


MARKET 
.  VALUE 


1ST 
QUARTER 
1996 
SMIL 


CHANGE 
FROM 
1994 
% 


1ST  CHANGE 

QUARTER  FROM  ' 

1995  1994 
$  MIL.  % 


1ST  1ST 

QUARTER  QUARTER 

1995  1994 

%  % 


ON  ON 

INVESTED  COMMON 
CAPITAL  EQUITY 

%  % 


EARNINGS  SHARES  MON' 

COMMON       PER  OUTSTANDING  EARN 

P-E       EQUITY      SHARE  4-21  PE 

4-21         %           %  SMIL.  SH/I 


MARSHALL  INDUSTRIES  (7) 
PREMIER  INDUSTRIAL  (7) 
UNITED  STATIONERS  (4) 
WILLCOX  &  GIBBS 
WYLE  ELECTRONICS 


261.5 
198.4 
431.6 
278.8 
250.0 


32 
12 
17 
14 
42 


10.1 
24.5 
7.4 
4.2 
6.7 


29 
18 
92 
144 
218 


3.9 
12.3 
1.7 
1.5 
2.7 


4.0 
11.6 
1.0 
0.7 
1.2 


12.1 
21.8 
9.8' 
NA 
11.0 


14.0 
23.0 
7.9 
9.1 
11,6 


13 
20 
16 
16 
15 


12 
15 
9 
-2 
13 


10 
7 

-6 
-29 
4 


477 
2097 
321 
184 
280 


(C)  POLLUTION  CONTROL 

GROUP  COMPOSITE 


3046.1 


14 


114.4 


-35 


3.8 


6.6 


NA 

NA 


14.1  19 


11 


15147 


RUST  INTERNATIONAL 
WMX  TECHNOLOGIES 


441.2 
2604.9 


14 
14 


13.2 
101.2 


-6 
-38 


3.0 
3.9 


3.6 
7.1 


5.7 
15.9 


24 
19 


59 
9 


3  1310 
1  13837 


(D)  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 


2265.7 


19 


75.8 


12 


3.3 


3.6 


10.8 


15.2 


19 


9103 


ADVO  (3) 
BANTA 

DONNELLEY  (R.R.)&SONS 
INTERPUBLIC  GROUP 


254.2 
233.0 
1318.1 
460.4* 


11 
24 
23 


2.8 
11.0 
46.8 
15.2 


15 
15 
9 
17 


1.1 
4.7 
3.6 
3.3 


1.1 

5.1 
4.0 
3.1 


24.5 
12.5 
8.9 
15.5 


25.3 
14.7 
13.8 
18.1 


17 
14 
19 
24 


23 
12 
6 
9 


9 
13 


424  1.; 

684  2, 

5071  1. 

2924  1 


(E)  OTHER  SERVICES 

GROUP  COMPOSITE 


6420.7 


19 


198.9 


25 

20 
-98 
81 
4 


3.1 


3.0 


8.9 


18.1  16 


12795 


ABM  INDUSTRIES  (2) 
BORG-WARNER  SECURITY 
CDI 

EMPHESYS  FINANCIAL  GROUP 


232.1* 

462.4 
319.0 
405.1 


10 
5 
28 
14 


3.4 
0.1 
7.1 
16.8 


1.5 
0.0 
2.2 
4.1 


1.3 
1.0 
1.6 
4.6 


10.9 
NM 
14.2 
18.8 


11.9 
20.5 
18.4 
21.6 


14  12 

23  -48 

20  5 

7  NA 


7 
NA 
-6 
NA 


210 
201 
508 
466 


0 
1., 
3 

0.  1 

-0.; 

1.  f 

1.:  H 


HANDLEMAN  (8) 
INACOM 

KELLY  SERVICES 
MANPOWER 


362.9 
484.0 
620.7 
1199.6 


21 
21 

17 


11.1 
2.1 
12.3 
18.2 


10 
-20 
33 


1? 


3.1 
0.4 
2.0 
1.5 


3.4 
0.7 
1.7 
0.8 


7.5 
NM 

14.9 
30.9 


10.3 
-2.0 
14.9 
47.1 


11 
NM 

20 
25 


9 
36 


58 


-3 
NA 
-6 
NA 


352 
84 
1281 
2359 


MID  ATLANTIC  MEDICAL  SERVICES  221.0  23  16.9  26  7.7  7.5  39.6  41.0  15  86  67  821  1, 

N0RRELL(2)  186.1  21  3.8  -32  2.0  3.6  22.9  20.5  19  NA  NA  271  1, 

PHH  (8)  494.1  -4  16.8  9  3.4  3.0  4.0  13.2  10  8  3  679  3 

SAFETY-KLEEN  194.6  10  12.1  24  6.2  5.5  8.3  13.2  19  5  -3  989  O.S 


SERVICE  CORP  INTERNATIONAL 

SERVICEMASTER 

VOLT  INFORMATION  SCIENCES  (2 


348.1 
707.8 
183.3 


33 
8 
29 


47.4 
28.9 
2.0 


27 
18 
NM 


13.6 
4.1 
1.1 


14.3 
3.7 
NM 


6.4 
26.6 
15.0 


11.8 
46.9 
17.4 


18  19 
13  NA 

9  -1 


17 
16 
28 


2609 
1815 
150 


22  TELECOMMUNICATIONS 


INDUSTRY  COMPOSITE 


55744.4 


5266.0 


15 


9.4 


8.7 


11.6 


19.0 


16 


328407 


(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 


26952.4 


1825.7 


12 


6.8 


6.5 


12.7 


19.5 


17 


12 


132444 


AIRTOUCH  COMMUNICATIONSt  367.2  33  35.3  28  9.6  10.0  3.3  3.1  NM  NA  NA  12530 

ALC  COMMUNICATIONS  177.8  37  20.0  36  11.2  11.3  37.1  61.1  20  NA  NA  1256 

AT&T  18262.0  7  1198.0  12  6.6  6.3  15.3  27.0  16  5  10  77077 

COMSAT  207.9  4  14.6  -28  7.0  10.1  6.0  8.6  13  7  -1  901 


DSC  COMMUNICATIONS 
LIN  BROADCASTINGt 
MCI  COMMUNICATIONS 
PACIFIC  TELECOM 


318.0 
199.2 
3561.0 
181.7 


58 
4 
11 
10 


41.9 
12.7 
244.0 
16.7 


42 
NM 
17 
6 


13.2 
6.4 
6.9 
9.2 


14.7 
NM 
5.5 
9.5 


20.2 
28.8 
7.3 
9.1 


19.3 
198.8 
9.0 
12.3 


24 
11 
17 
14 


28 
NA 
32 
5 


28 
NA 


4002 
5373 
15385 
1181 


1.! 
IL- 
L- 


SPRINT 

TELEPHONE  &  DATA  SYSTEMSt 
U.S.  ROBOTICS  (3) 


3271.5 
210.0 
196.1 


32 
59 


224.3 
23.2 

-5.0 


-1 
127 
NM 


6.9 
11.0 
NM 


7.5 
6.4 
8.2 


11.2 
NA 
8.5 


19.4 
5-0 
10.0 


12 
30 
47 


17 
42 
90 


6 
16 
44 


10884 
2049 
805 


(B)  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 


28791.9 


3440.3 


17 


11.9  10.6 


11.1 


18.7  15 


-1 


195964 


2.1 


ALLTEL 
AMERITECH 
BELL  ATLANTIC 
BELLSOUTH 


763.6 
3145.7 
3449.7 
4298.7 


78.6 
578.9 
414.5 
547.1 


9 
NM 
5 

-7 


10.3 
18.4 
12.0 
12  7 


10.2 
1.4 
11.6 
14.2 

5.4 
9.4 
10.6 
8.9 


9.3 
17.7 
12.4 
10-2 

2.6 
9.7 
11.4 
6.2 


17  2 
26.3 
23.4 
14.8 


18 
14 
17 
14 


14 

-4 
-5 
2 


4982 
24195 
23445 
30147 


CINCINNATI  BELL 

FRONTIER 

GTE 

NYNEX 


331.8 
283.4 
4762.0 
3354.2 

2254.0 
2877.7 
443.1' 
2828.0 


14 
4 
0 
2 

-2 
9 
5 
7 


-59.6 
31.7 
545.0 
25_0_2_ 

282.0 
395.2 
46.7 
330.0 


NM 
24 


-14 


NM 

11.2 
11.4 
7.5 


0.1 
14.7 
23.7 


NM 
13 
13 
23 


0 
14 
5 

-2 


-3 
0 

-23 
9 
1 

-6 


1583 
1445 
32795 
_1_7156_ 

12722 
26267 
2137 
19091 


PACIFIC  TELESIS  GROUP 

SBC  COMMUNICATIONS 

SOUTHERN  NEW/  ENGLAND  TELECOMMS. 

US  WEST 


0 
10 
7 
2 


12.5 
13.7 
10-5 
11.7 


12.3 
13.5 
10.3 
12.3 


12.1 
11.9 
9.7 
12.8 


21.4 
20.2 
19,0 
19.0 


11 
15 
12 
13 


23  TRANSPORTATION 


INDUSTRY  COMPOSITE 
(A)  AIRLINES 


35785.2 


821.5 


84 


2.3 


1.3 


7.9 


10.7  20 


19 


77909 


l.S 


GROUP  COMPOSITE 

16336.3 

2 

-99.0 

NM 

NM 

NM 

5.7 

-19.0 

NM 

-A 

NA 

15570 

ALASKA  AIR  GROUP 

294,6 

5 

-16,3 

NM 

NM 

NM 

4,7 

6,5 

17 

-13 

-2 

215 

AMR 

3970,0 

4 

38,0 

NM 

1,0 

NM 

5,8 

6,9 

12 

-4 

NA 

4915 

CONTINENTAL  AIRLINES 

1408,3 

4 

-30,2 

NM 

NM 

NM 

NA 

-91,8 

NM 

NA 

NA 

383 

DELTA  AIR  LINES  (6) 

2902,0 

1 

-11,0 

NM 

NM 

NM 

NM 

-18,7 

NM 

-11 

NA 

2973 

-1. 


-21.1 
-5.! 


RPORATE  SCOREBOARD 


PANY  SALES  PROFITS    RETURN 


MARGINS 

5-YEAR  GROWTH 

MAKHtl 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

FROM 

ni|Af?TFR 
UUnlA  1  Ln 

FROM 

QUARTER 

QUARTER 

111  V  LO  1  LU 

OUiVIIYIUII 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

$  MIL. 

% 

$MIL 

% 

% 

% 

% 

% 

4-21 

% 

% 

$  MIL. 

SHARE 

HWEST  AIRLINES 

2043.0 

-4 

2.6 

-86 

0.1 

0.9 

10.8 

NM 

8 

NA 

NA 

2172 

3.23 

HWEST  AIRLINES 

621.0 

0 

1 1.8 

-72 

1.9 

5.8 

8.8 

12. 1 

21 

18 

27 

3080 

1.02 

3334.0 

4 

3.0 

NM 

0.1 

NM 

10.9 

NM 

27 

-7 

NA 

1379 

4.10 

1  GROUP 

1763.3 

5 

-96.9 

NM 

NM 

NM 

NA 

NM 

NM 

NA 

NA 

452 

-10.95 

AILROADS 

JP  COMPOSITE 

9876.4 

8 

738.6 

10 

7.5 

7.4 

9.4 

17.1 

13 

2 

12 

48928 

3.52 

NGTON  NORTHERN 

1347.0 

1 1 

108.0 

24 

8.0 

7.2 

10. 1 

22.3 

13 

1 1 

5 

5342 

4.72 

:Gn  It,  NORTH  WESTERN  HOLDINGS 

307.0 

12 

25.7 

57 

8.7 

5.8 

NA 

35.5 

17 

74 

N  A 

1537 

2.08 

AIL 

889.0 

5 

55.0 

NM 

6.2 

NM 

8.7 

13.5 

11 

-5 

22 

4255 

5.03 

2468.0 

11 

121.0 

64 

4.9 

3.3 

10.4 

18.7 

12 

1 

-1 

8443 

5.57 

AS  CITY  SOUTHERN  INDUSTRIES 

302.2** 

14 

27.4 

-1 

9.1 

10.4 

8.0 

15.8 

17 

15 

24 

1741 

2.32 

DLK  SOUTHERN 

1138.7** 

6 

170.7 

18 

15.0 

13.5 

8.9 

14.8 

13 

-2 

16 

8887 

5.14 

\  FE  PACIFIC 

579.7 

8 

22.3 

-59 

3.3 

8.6 

7.0 

13.3 

27 

8 

44 

4402 

0.88 

HERN  PACIFIC  RAIL 

766.8 

2 

15.5 

10 

2.2 

2.0 

14.4 

23.5 

1 1 

NA 

NA 

2805 

1.51 

c 

D 

1910 

— Oo 

9.7 

15.3 

9  0 

16  8 

1 3 

5 

16 

RANSPORTATION  SERVICES 

JP  COMPOSITE 

4774.9 

15 

122.0 

44 

2.6 

2.0 

8.3 

12.5 

13 

1 

-1 

7229 

2.83 

iRNE  FREIGHT 

529.9 

14 

1.9 

-73 

0.4 

1.5 

5.0 

8.6 

12 

15 

-3 

409 

1.58 

L 

212.2 

9 

1.7 

32 

0.8 

0.7 

NA 

3.1 

15 

NA 

NA 

145 

0.51 

2332  6 

1 2 

53  1 

102 

2.7 

1.5 

110 

14  0 

1 3 

4 

9 

0.  i  D 

288.2** 

1 1 

25.7 

27 

8.9 

7.7 

7.1 

12.7 

1 1 

4 

-3 

883 

4.15 

>TOWN  AMERICA  INDUSTRIES 

178.4 

91 

3.0 

94 

1.7 

1.7 

NA 

11.7 

15 

NA 

NA 

111 

0.74 

I  SYSTEM 

1233.5 

15 

25.5 

12 

2.2 

2.2 

5.9 

13.9 

12 

-5 

26 

1890 

1.99 

RUCKING  &  SHIPPING 

IP  COMPOSITE 

4797.7 

11 

59.9 

1 

1.2 

1.4 

5.6 

6.9 

25 

6 

-10 

6183 

1.01 

tNDER  &  BALDWIN 

253.0** 

3 

8.6 

-49 

3.3 

6.6 

5.5 

10.5 

1 5 

-1 

-18 

1005 

1 .44 

y|SAS  BEST 

311.2 

IJ 

5.1 

_8 

1.7 

2.1 

7.7 

6.5 

14 

79 

89 

193 

0.72 

.INA  FREIGHT 

191.3 

-1 

-4.8 

NM 

NM 

NM 

4.3 

4.7 

11 

-1 

45 

66 

0.91 

BLIDATED  FREIGHTWAYS 

1296.1 

17 

24.2 

58 

1.9 

1.4 

7.6 

9.5 

19 

-4 

NA 

932 

1.33 

(J.  B.)  TRANSPORT  SERVICES 

309.4 

17 

4.9 

-15 

1.6 

2.2 

6.5 

10.5 

19 

19 

5 

735 

1.03 

;TAR  SYSTEM 

295.7 

43 

4.8 

43 

1.6 

1.6 

20.8 

24.5 

15 

73 

100 

382 

2.01 

WAY  SERVICES 

1087.0 

6 

5.9 

-63 

0.5 

1.6 

0.9 

0.9 

NM 

8 

-20 

1833 

0.25 

REIGHTWAYS 

278.9 

11 

8.1 

38 

2.9 

2.4 

11.7 

17.1 

15 

-9 

36 

512 

1.61 

W 

765.0 

2 

3.2 

NM 

0,4 

NM 

2.0 

1.2 

93 

1 

NA 

523 

0.20 

UTILITIES  &  POWER 


STRY  COMPOSITE  j^^Z??-?  'A.A^^^L^.  5  ^^Pl^^.l??  ^^-^      13        3  0      214189  2.02 

LECTRIC,  WATER  &  COGENERATION 


IP  COMPOSITE 

40328.5 

-3 

4391.8 

3 

10.9 

10.2 

6.3 

11.2 

12 

3 

0 

189325 

2.05 

HENY  POWER  SYSTEM 

700.0 

0 

81,5 

2 

11.6 

11.5 

5.1 

10.7 

13 

5 

0 

2833 

1.85 

ICAN  ELECTRIC  POWER 

1415.0 

-5 

161,9 

-3 

11.4 

11.2 

6.5 

11.7 

12 

-1 

-9 

5963 

2.58 

ITIC  ENERGY 

218.6 

-6 

15.8 

-42 

7.2 

11.7 

5.3 

7,4 

16 

9 

-1 

1006 

1.19 

VIORE  GAS  &  ELECTRIC 

715.3 

-7 

70.9 

-14 

9.9 

10.7 

6.4 

10,0 

13 

7 

4 

3485 

1.85 

.INA  POWER  &  LIGHT 

728.2 

-2 

98.0 

10 

13.5 

11.9 

6.3 

12,1 

13 

2 

2 

4281 

2.10 

IRm  ENERGY 

587.6 

0 

54.1 

5 

9.2 

8.8 

5.1 

11.0 

6 

-9 

-7 

1295 

1.40 

«AL  &  SOUTH  WEST 

658.0 

-23 

43.0 

-10 

5.5 

5.6 

7.2 

12.8 

12 

3 

1 

4694 

2.05 

^AL  MAINE  POWER 

253.3 

9 

26.4 

131 

10.0 

4.7 

1.3 

-3.3 

NM 

9 

-2 

345 

-0.58 

0 

210.5 

-7 

17.3 

19 

8.2 

6.5 

7.2 

13.4 

11 

2 

5 

992 

2.54 

INERGY 

1119.0 

-2 

93,0 

15 

8.3 

7.1 

7.1 

17.5 

11 

-12 

NA 

2034 

2.15 

3LIDATED  EDISON  CO.  OF  N.  Y. 

1658.8 

-2 

201.0 

6 

12.0 

11.2 

7.5 

13.4 

9 

4 

4 

6431 

3.02 

)IT  EOlSON 

880.3 

-2 

113.5 

1 

12.9 

12.5 

6.0 

11.8 

10 

7 

0 

4020 

2.68 

4I0N  RESOURCES 

1129.3 

-3 

119.5 

-21 

10.5 

13.0 

5.3 

9.7 

14 

6 

1 

6207 

2.60 

359.9 

-4 

61.0 

6 

17.0 

15.3 

7.8 

14.2 

13 

1 

1 

2246 

1.57 

301.0 

-3 

42.4 

9 

14.1 

12.5 

5.8 

12.6 

11 

4 

7 

1765 

3.06 

POWER 

1057.9 

0 

201.3 

16 

19.0 

16.5 

7.2 

13.6 

13 

4 

3 

7990 

3.01 

DA  PROGRESS 

703.2 

10 

49.1 

26 

7.0 

6.1 

5.8 

11.2 

13 

NA 

-2 

2879 

2.35 

ROUP 

1177.4 

0 

109.7 

5 

9.3 

8.9 

7.3 

12.5 

13 

6 

-2 

6880 

2.95 

<AL  PUBLIC  UTILITIES 

914.0 

-2 

84,4 

-34 

9.2 

13.7 

4.3 

4.5 

29 

5 

-7 

3355 

1.00 

JIAN  ELECTRIC  INDUSTRIES 

305.3 

15 

19.6 

44 

6.4 

5.1 

6.1 

11.6 

12 

7 

-1 

985 

2.78 

IVA 

425.5 

-4 

39.5 

19 

9.3 

7.5 

5.5 

10.8 

11 

-2 

NA 

1759 

2.16 

0  ENTERPRISES 

175.5 

-3 

26.7 

-14 

15.2 

17.2 

5.7 

11.0 

14 

2 

-3 

1199 

2.34 

AS  CITY  POWER  &  LIGHT 

198.9 

0 

22.9 

131 

11.5 

5.0 

5.9 

13.0 

12 

1 

0 

1385 

1.84 

ISLAND  LIGHTING 

791.2 

-9 

70.3 

1 

8.9 

8.0 

NA 

10.4 

7 

4 

-1 

1747 

2.11 

EST  RESOURCES 

294.5 

-10 

24.1 

-21 

8.2 

9.3 

NA 

9.4 

12 

23 

-11 

785 

1.18 

ANA  POWER 

252.3** 

-6 

34.3 

-12 

13.1 

14.1 

7.2 

10.9 

12 

3 

8 

1220 

1.90 

ENGLAND  ELECTRIC  SYSTEM 

558.3 

-3 

49.8 

-30 

8.9 

12.4 

6.3 

11.2 

11 

5 

1 

1990 

2.74 

fORK  STATE  ELECTRIC  &  GAS 

571.9 

1 

75.6 

-11 

13.2 

15.0 

5.7 

9.5 

10 

5 

-2 

1564 

2.24 

:0  INDUSTRIES 

522.5 

-8 

62.6 

-7 

12.0 

12.0 

7.2 

14.1 

13 

3 

8 

2077 

2.42 

rIEAST  UTILITIES 

944,7 

-2 

97.0 

-9 

10.3 

11.0 

5.3 

12.0 

10 

5 

-3 

2734 

2.22 

HERN  STATES  POWER 

651.2 

-3 

68.2 

4 

10.3 

9.5 

6.9 

12.3 

13 

5 

1 

2936 

3.49 

EDISON 

587,7 

-2 

72.8 

5 

12.4 

11.5 

5.2 

12.3 

10 

-2 

-40 

3090 

1.99 

iOm  GAS  &  ELECTRIC 

245,5 

-13 

-0.9 

NM 

NM 

0.5 

7.4 

12.9 

12 

1 

-4 

1371 

2.95 

SE  &  ROCKLAND  UTILITIES 

311,8 

7 

15.3 

9 

4.9 

4.8 

6.2 

9.3 

12 

4 

-3 

427 

2.59 

IC  GAS  &  ELECTRIC 

2307,4 

-8 

328.7 

39 

14.2 

9.4 

5.7 

12.1 

11 

3 

4 

11401 

2.42 

ICORP 

854,2 

-1 

114.8 

-5 

13.4 

13.9 

NA 

12.4 

13 

2 

-14 

5397 

1.49 

ENERGY 

1058,6 

-5 

157.0 

-2 

14.8 

14.1 

5.2 

9.2 

15 

4 

29 

5706 

1.75 

CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 


S-YEAR  GROWTH 


MARKET 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

  VHLUt 

SHARES 

MOI 

UUAnlLK 

FROM 

QUARTER 

FROM^ 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EAR 

1995 

1994 

1996 

1994 

1995 

1994 

rAPITAI 

\jni  1  InL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

p 

SMIL 

% 

SMIL 

% 

% 

% 

% 

% 

4-21 

% 

% 

SMIL 

Sfl 

PENNSYLVANIA  POWER  &  LIGHT 

727.5 

-5 

108.3 

-5 

14  9 

14.8 

4,5 

8.5 

13 

3 

_5 

2857 

PINNACLE  WEST  CAPITAL 

346, 1 

-3 

29.5 

1 

8,5 

8.2 

NA 

11.5 

9 

_3 

73 

1879 

PORTLAND  GENERAL 

259.2 

_7 

0.6 

-99 

0.2 

15.2 

4,1' 

6.1 

20 

2 

-4 

1029 

I 

onTnkiiAP  CI  cf*TDlP  onuucD 
rUlUiVIAt  bLtLIKIU  rUWcK 

364.9 

-7 

-4.0 

NM 

NM 

3.7 

4.8 

9.8 

12 

8 

-1 

232 1 

1. 

PUBLIC  SERVICE  CO.  OF  COLORADO 

520.6 

1 

53.6 

15 

8.5 

7.5 

8.8 

13.0 

1 1 

7 

_1 

1834 

2 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

1673.8 

-7 

224.2 

-7 

13,4 

13.4 

7.2 

12,5 

10 

5 

0 

6699 

2. 

PUGET  SOUND  POWER  &  LIGHT 

338.3 

3 

48.7 

5 

14,4 

14.1 

5, 1 

9.1 

13 

7 

-3 

1336 

DnruccTCD  tac  e  n  cttdip 
nULntoitK  uAo  w  tLtUiKIU 

281 . 1 

-9 

30.5 

-11 

10.9 

11,0 

NA 

8,5 

13 

6 

-1 

791 

1. 

SAN  DIEGO  GAS  &  ELECTRIC 

491 .7 

_3 

51.9 

3 

12.6 

1 1 ,9 

5.7 

9,4 

1 7 

4 

_4 

2389 

SCANA 

344.8 

-\ 

48.5 

-6 

14.1 

14.9 

5.2 

10,5 

14 

9 

_1 

2055 

3, 

SCECORP 

1834'o 

5 

154.3 

15 

9.0 

8.2 

5.5 

11,4 

10 

3 

-4 

7155 

1, 

SOUTHERN 

1929.0 

0 

228.0 

40 

11,8 

8.4 

7.0 

12,9 

13 

4 

7 

13879 

1 

SOUTHWESTERN  PUBLIC  SERVICE  (4) 

181.8 

-4 

18.7 

8 

10,3 

9.2 

7.7 

13,5 

12 

2 

-2 

1151 

2 

TECO  ENERGY 

319.1 

4 

37.4 

8 

11,7 

11.3 

8.3 

14,4 

15 

5 

2 

2440 

TEXAS  UTILITIES 

1244.3 

-4 

99.1 

5 

8,0 

7,3 

5.9 

8,5 

13 

0 

-16 

7396 

2. 

UNICOM 

1578.1 

4 

105.5 

105 

5.7 

3,4 

4.8 

7.5 

14 

-5 

0 

5515 

1. 

UNION  ELECTRIC 

447.1 

2 

38.2 

0 

8.6 

8,7 

7.0 

13.5 

12 

3 

2 

3625 

3. 

WASHINGTON  WATER  POWER 

197.9 

4 

28.5 

7 

14.4 

14.0 

5.1 

10.4 

12 

8 

0 

857 

1. 

WESTERN  RESOURCES 

417.5 

-22 

41.5 

-37 

10-0 

12.3 

5-8 

10,1 

13 

24 

7 

1895 

2. 

WHEELABRATOR  TECHNOLOGIES 

373.3 

33 

43.7 

9 

11.7 

14.3 

NA 

13.1 

15 

31 

31 

2746 

1. 

WISCONSIN  ENERGY 

471.1 

-8 

52.8 

171 

13.3 

4.5 

NA 

12.7 

14 

6 

-1 

2985 

21 

(B)  GAS,  OIL  &  TRANSIIMSSION 

GROUP  COMPOSITE 

8451.9 

1 

791.3 

8 

9.4 

8.8 

7.6 

12.3 

IS 

6 

12 

24863 

BROOKLYN  UNION  GAS  (3) 

481.5 

-12 

73.5 

0 

1 5.3 

13,4 

5.9 

10.9 

13 

10 

3 

1 1 78 

li 

EASTERN  ENTERPRISES 

357.0 

-1 

30,5 

5 

8.4 

7,7 

7.2 

10.9 

15 

-7 

-7 

612 

21 

EL  PASO  NATURAL  GAS 

204.1 

-8 

22,0 

4 

10.8 

9,5 

7.8 

12,8 

12 

-19 

NA 

1035 

2.1 

ENRON 

2300.0 

-5 

195,0 

13 

8.5 

7,1 

8.9 

15,8 

18 

14 

13 

8494 

1- 

EQUITABLt  RESOURCcb 

404.7 

-8 

27.8 

-24 

5.9 

8,3 

5.0 

7.0 

19 

9 

3 

986 

1. 

MCN 

548.0** 

-17 

63,2 

_9 

11.5 

10,6 

7.4 

13.7 

16 

12 

9 

1151 

1. 

NEW  JERSEY  RESOURCES  (3) 

194.3 

-13 

25.9 

9 

13.3 

10,6 

8.0 

13.7 

1 1 

8 

1 1 

388 

2. 

ONEOK  (4) 

287.4 

-3 

28.3 

7 

9.8 

8,9 

NA 

10.2 

14 

2 

2 

509 

1. 

PANHANDLE  EASTERN 

1232.1 

7 

84.1 

30 

5.8 

5,5 

7.0 

12.0 

14 

9 

11 

3485 

1. 

PIEDMONT  NATURAL  GAS  (2) 

202.5 

-13 

30.2 

9 

14.9 

11,9 

7.8 

11.5 

14 

11 

4 

542 

1. 

QUESTAR 

215.9 

-3 

27.1 

-13 

12.5 

13,9 

2.6 

5,9 

27 

8 

3 

1208 

1. 

SOUTHWEST  GAS 

238.9 

0 

14.5 

-35 

5,1 

9,5 

NA 

5,2 

18 

0 

-18 

317 

0. 

UTILICORP  UNITED 

453.8 

-7 

32.2 

-17 

6.9 

7,8 

7.1 

9,5 

14 

19 

-2 

1244 

1. 

WASHINGTON  GAS  LIGHT  (3) 

353.7 

-14 

53.4 

-3 

15.1 

13,4 

7.6 

10.9 

15 

5 

3 

805 

2. 

WILLIAMS 

958.0 

148 

83,2 

105 

8.7 

10,5 

8.8 

14.1 

16 

10 

25 

2908 

2. 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P  lOc 

Abbott  Laboratories  12d 
ABM  Industries  21e 
ACX  Teclinologies  7b 
Advanced  Micro  9(1 
ADVO  21d 

Aetna  Life  S  Casualty  Ub 

AFLAC  17b 

Alimanson  (H  F )  17c 

Alt  Products  &  Chemicals  4 

Airborne  FreiBht  23c 

AirToucli  Communications  22a 

AK  Steel  Holding  16b 

Alaska  Air  Group  23a 

Albemarle  4 

Albertson's  10c 

ALC  Communications  22a 

AIco  Standard  5 

Alcoa  16a 

Alexander  S  Alexander  173 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Alleigan  12b 
AlhedSignal  2b 
Allstate  17b 
Alltel  22b 
Alumax  16a 
Amdahl  18b 
Amerada  Hess  11a 
American  Biands  6e 
American  Electric  24a 
American  Express  17a 
American  General  17b 
American  Greetings  14d 
American  Home  12b 
American  IntL  Group  17b 


American  National  17b 
American  Standard  133 
American  Stores  10c 
Ameritech  22b 
Ames  Dept  Stoies  8 
Ametek  93 
Amgen  12b 
Amoco  1l3 
AMP  9d 
Amphenol  9d 
AMR  23a 

AmSouth  Bancorporation  3c 
Analog  Devices  9d 
Anheuser-Busch  6c 
Apogee  Enterprises  2l3 
Apple  Computei  18b 
Applied  Mateiials  15c 
Arbor  Drugs  12a 
Arco  Chemical  4 
Arkansas  Best  23d 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arviii  Industries  2b 
Asarco  16c 
Ashland  11a 
AST  Research  18b 
AT&T  22a 
AT&T  Capital  173 
Atlantic  Energy  24a 
Atlantic  Richlield  11a 
Automatic  Data  18c 
AutoZone  8 
Avery  Dennison  15a 
Aviall  23c 
Avnet  21b 
Avon  Products  6d 


Baker  (1 )  f 
Baker  Hughes  lib 
Ball  7a 

Bally  Entertainment  14c 
Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmerica  3d 
Bankers  Trust  3a 
BanPonce  3c 
Banta21d 
Bard  (C  R  )  12d 
Barnes  &  Noble  8 
Barnetl  Banks  3c 
Bausch  &  Lomb  12d 
Baxter  International  12d 
Bay  Networks  18c 
BayBanks  3a 
Bear  Stearns  17a 
Bearings  21b 
Beckman  Instruments  9c 
Becton,  Dickinson  12d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  173 
Bergen  Brunswig  12a 
Best  Buy  6b 
Best  Products  8 
Bethlehem  Steel  16b 
Beverly  Enterprises  12c 
Big  B  12a 

Bindley  Western  Inds  12a 
Birmingham  Steel  16b 
Black  &  Decker  15b 
Block  (H&R)  17a 


Boatmen's  Bancshares  3b 

CBS  203 

Compaq  Computer  18b 

Deere  1 5c 

Bob  Evans  Farms  14a 

COI  21e 

CompuCom  Systems  183 

Delchamps  10c 

Boeing  1 

CellStar  21b 

CompUSA  18c 

Dell  Computer  18b 

Boise  Cascade  19a 

Centerior  Energy  243 

Comsat  22a 

Delta  Air  Lines  23a 

Bon-Ton  Stores  8 

Centrals  South  West  24a 

ConAgra  10b 

Deluxe  18a 

Borg-Warner  Security  21  e 

Central  Maine  Power  243 

Conner  Peripheials  18b 

Detroit  Diesel  2b 

Bowater  19b 

Ceridian  18c 

Conrail  23b 

Detroit  Edison  24a 

Bradlees  8 

Champion  IntI  19b 

Conseco  17b 

Dexter  4 

Briggs  &  Stiatton  15c 

Charming  Shoppes  8 

Consolidated  Edison  243 

Dial  5 

Brmker  International  143 

Chase  Manhattan  3a 

Cons  Freightways  23d 

Diamond  Shamrock  11a 

Bristol-Myers  Squibb  12b 

Chemical  Banking  3a 

Consolidated  Papeis  19b 

Diebold  18a 

Broadway  Stores  8 

Chesapeake  19b 

Consolidated  Stores  8 

Digital  Equipment  18b 

Brooklyn  Union  Gas  24b 

Chevron  11a 

Continental  Airlines  233 

Dillard  8 

Blown  Group  6a 

Chicago  &  North  Western  23b 

Continental  Baking  Group  10b 

Dime  Bancorp  17c 

Brown-Forman  6c 

Chrysler  23 

Continental  Medical  12c 

Disney  (Waltl  14b 

Brunswick  14d 

Cincinnati  Bell  22b 

Coopei  Industries  9a 

Dole  Food  10b 

Builrngton  Northern  23b 

Cincinnati  Milacion  15b 

Cooper  Tire  &  Rubber  2c 

Dollai  General  8 

Burlington  Resources  11a 

Cipsco  24a 

Coors  (Adolph)  6c 

Dominion  Resouices  24a 

Butler  Mfg  21a 

Circuit  City  Stores  6b 

Corning  15a 

Donnelley  (R  R  )  21  d 

Circus  Circus  14c 

Corporate  Express  8 

Dover  15c 

1  C 

Cirrus  Logic  9d 

Countrywide  Credit  1 7a 

Dow  Chemical  4 

Cabletron  Systems  18c 

Cisco  Systems  18c 

CPC  International  10b 

Dow  Jones  20b 

Cabot  4 

Citicorp  3a 

Cracker  Barrel  14a 

DPL  24a 

Caldor  8 

Clark  Equipment  15c 

Crane  15a 

DQE  24a 

Campbell  Soup  10b 

Clayton  Homes  13b 

Crestar  Financial  3c 

Dresser  Industries  15c 

Canandaigua  Wine  6c 

Clorox  6d 

Ciown  Cork  &  Seal  7a 

Drug  Emporium  12a 

Capital  Cities/ABC  20a 

CML  Group  14d 

CSX  23b 

DSC  Commons  22a 

Capital  One  Financial  17a 

CMS  Energy  24a 

cue  International  183 

Duke  Power  24a 

Cardinal  Health  12a 

Coastal  11a 

Cummins  Engine  2b 

Dun  &  Bradstreei  20b 

Caremark  Inll  12c 

Coca-Cola  6c 

Cyprus  Amax  Minerals  16c 

DuPont  4 

Carlisle  15a 
Carnival  14d 
Carolina  Freight  23d 
Carolrna  Power  24a 

Coca-Cola  Enterprises  6c 
Cole  National  8 
Coleman  14d 

Cytec  Industries  4 

E 

1  D 

E-Systems  9b 

Eagle  Food  Centers  10c 

Colgate-Palmolive  6d 

Dana  2b 

Carpenter  Tech  16b 

Collins  &  Aikman  15d 

Danaher  15b 

Eagle-Picher  Industries  21) 

Carson  Pine  Scott  8 

Coltec  Industries  5 

Data  General  18b 

Eastern  Enterprises  24b 

Case  15c 

Comdisco  18c 

Dayton  Hudson  8 

Eastman  Chemical  4 

Casey's  General  Stores  10c 

Comerica  3b 

Dean  Foods  10b 

Eastman  Kodak  14d 

Caterpillar  15c 

Commercial  Metals  16b 

Dean  Witter,  Discover  17a 

Eaton  2b 

RPORATE  SCOREBOARD 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


2b 

Gtecli  Holdings  18c 

)2a 

Guidant  12d 

6d 

Guilford  Mills  15d 

Btolhets  8 

IC 

Is  (AG  1 17a 

Halliburton  lib 

!1a 

Handleman  21 6 

I  Natural  Gai  24b 

Hanna  {M  A )  4 

)b 

Hannatord  Brothers  lOc 

iys  Financial  Group  21 R 

Harcourt  General  5 

3rd  4 

Harley-Davidson  14d 

!4b 

Harman  International  14d 

;17a 

Harnischfeger  15c 

lie  Resources  24b 

Harris  9b 
Harsco  15a 

13 

Hasbro  14d 
Hawaiian  Electric  24a 
Heaithsouth  12c 

enters  of  America  8 

Hechinger  8 

Dollar  Stores  8 

Heilig-Meyers  6b 

Mae  173 

Heiiiz  (H  J )  10b 

2a 

Helena  Curtis  Industries  6d 

Express  23c 

Hershey  Foods  10b 

Home  Loan  17a 

Hewlett-Packard  18b 

Hillenbrand  15a 
Hilltiauen  12c 
Hills  Stores  8 
Hilton  Hotels  14c 
Home  Depot  8 
Home  Shopping  8 
Homestake  Mining  16c 
HON  Industries  18a 
Honeywell  9c 
Horace  Mann  17b 
Hormel  Foods  10b 
Household  Intl,  17a 
Hubbell  9a 
Hudson  Foods  10b 
Huffy  14d 

Hughes  Electronics  9b 
Hugnes  Supply  21b 
Humana 12c 
Hunt  (],B  )23d 
Huntington  Bancshares  3b 


IBM  18b 
IBP  10b 

Illinois  Tool  Works  15a 
lllmova  24a 
IMC  Global  4 
InaCom  21e 
Ingersoll-Rand  15c 
Inland  Steel  16b 
Integra  Financial  3a 
Integrated  Health  Svcs  12c 
Intel  9d 

Intelligent  Electronics  18a 
Interface  15d 
Intergraph  18b 
International  Flavors  4 
Intl  Multiloods  10a 
International  Paper  19b 
Intl,  Specialty  Prods,  4 
Interpublic  Group  21  d 
Interstate  Bakeries  10b 
Ipaico  Enterprises  24a 
in  5 


J«,L  Specialty  Steel  16b 
Jacobs  Engineering  21a 
James  River  19b 
Jamesway  8 
Jefferson  Smurfit  7b 
Johnson  &  Johnson  12d 
Johnson  Controls  15a 
Johnstown  America  23c 
Jones  Apparel  Group  6a 
JP  Foodservice  10a 


Kaiser  Aluminum  16a 
Kaman  21b 

Kansas  City  Power  &  Light  24a 
Kansas  City  Southern  23b 
Kash  n'  Karry  10c 
Kaufman  &  Broad  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21  e 
KeyCorp  3b 
Kimball  Intl  6b 
Kimberly-Clark  19b 
Kmart  8 

Knighl-Ridder  20b 
Kohl's  8 


Kiogei  10c 


La-Z-BoyChaii  6b 

Lafaige  13a 

Lam  Research  15c 

Lands'  End  8 

Landstar  System  23d 

Lear  Seating  2b 

Lehman  Brothers  Holdings  17a 

Lennar  13b 

Lilly  (Eh)  12b 

Limited  8 

LIN  Broadcasting  22a 
Lincoln  National  17b 
Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  Martin  1 
Loctite  4 

Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  l^ibre  7b 
Lotus  Development  18c 
Louisiana  Land  11a 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  16b 
Lubrizol  4 
Lukens  16b 
Lyondell  4 


Mac  Frugal's  E 
Magma  Copper  16c 
MagneTek  9a 
Mallinckrodt  Group  12d 
Manor  Care  12c 
Manpower  21 e 
Manuille  19b 
Mapco  11a 

Marion  Merrel!  Dow  12b 
Mark  IV  Indiistiies  15a 
Marriott  Intl  14c 
Marsh  S  McLennan  17a 
Marshall  &  llsley  3b 
Marshall  Industries  21b 
Mattel  14d 
Maxtor  18b 
Masxam  16a 
May  Department  Stores  8 
Maytag  6b 
McCormick  10b 
McDonald's  14a 
McDonnell  Douglas  1 
McGraw-Hill  20b 
MCI  Communications  22a 
McKesson  12a 
MCN  24b 
Mead  19b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 

Mercantile  Bancoip  3b 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
Michaels  Stores  8 
Micro  Warehouse  8 
MicroAge  18a 
Micron  Technology  9d 
Microsoft  18c 
Mid  Atlantic  Medical  21e 
Midlantic  3a 
Midwest  Resources  24a 

Her  (Herman)  18a 
Minnesota  Mining  15a 
Mirage  Resorts  14c 
Mitchell  Energy  11a 
Mobil  11a 

Mohawk  Industries  15d 
Mole*  9d 
Monsanto  4 
Montana  Power  24a 
Morgan  (J  P)  3a 
Morgan  Stanley  17a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  11a 
Musicland  Stores  14d 


Nabisco  Holdings  10b 
Nacco  Industries  15b 
NaIco  Chemical  4 
National  City  3b 
National  Convenience  10c 
National  Gypsum  13a 
National  Medical  12c 
National  Semicond  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
NBD  Bancorp  3b 
NCH  6d 

Neiman  Marcus  Group  8 
NeoStar  Retail  18c 
New  England  Electric  24a 
New  Jersey  Resources  24b 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Norrell  21  e 
Nortek  13a 

Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
Norwest  3b 
NovaCare  12c 
Novell  18c 
Nucor  16b 
Nynex  22b 


Occidental  Pet  11a 
Office  Depot  8 
OfficeMax  8 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
0lin4 
Oneok  24b 
Oracle  Systems  18c 
Orange  &  Rockland  Uts  24a 
Oregon  Steel  Mills  16b 
OrNda  HealthCorp  12c 
Outboard  Marine  14d 
Owens  S  Minor  12d 
Owens-Corning  13a 
Owens-lllinois  7a 


Paccar  2a 
Pacific  G&E  24a 
Pacific  Telecom  22a 
Pacific  Telesis  Group  22b 
PacifiCorp  24a 
PaineWebber  Group  17a 
Pall  5 

Pamida  Holdings  8 
Panhandle  Eastern  24b 
Parker  Hannifin  15a 
Paul  Revere  17b 
Payless  Cashways  8 
PECO  Energy  24a 
Penn  Traffic  lOc 
Penney  (JO  8 
Pennsylvania  Power  24a 
Pentair  15c 
Pep  Boys  8 
Perkin-Elmer  9c 
Petsmart  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH21e 
Philip  Morris  6e 
Phillips  Petroleum  Ua 
Phillips-Van  Heusen  6a 
Piedmont  Natural  Gas  24b 
Pier  1  Imports  6b 
Pilgrim's  Pride  10b 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pitney  Bowes  18a 
Pittway  5 
PNC  Bank  3a 
Polaris  Industries  15a 
Polaroid  14d 
Pope  &  Talbot  19a 
Portland  General  24a 
Potlatch  19b 


Potomac  Electric  24a 
PPG  Industries  13a 
Praxair  4 
Premark  Intl  5 
Premier  Industrial  21b 
Price/Costco  8 
Procter  &  Gamble  6d 
Proffitt's  8 
Progressive  17h 
Piomus  14c 
Providian  17b 
PS  Co  of  Colorado  24a 
Public  Service  Ent,  24a 
Puget  Sound  Power  24a 
Pulte  13b 


Ralcorp  Holdings  10b 
Ralston  Purina  Group  10b 
Raychem  9a 
Rayonier  19a 
Raytheon  9b 
Read-Rite  9d 
Reader's  Digest  20b 
Reebok  International  6a 
Regions  Financial  3c 
Republic  New  York  3a 
Revco  D  S  12a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
Riverwood  Intl  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  G&E  24a 
Rock-Tenn  7b 
Rockwell  International  5 
Rohm  S  Haas  4 
Rohrl 

Rose's  Stores  8 

Ross  Stores  8 

Rouge  Steel  16b 

Royal  Caribbean  Cruises  14d 

RPM  13a 

Rubbermaid  15a 

Ruddick  10c 

Russell  6a 

Rust  Intl  21c 

Ryder  System  23c 

Ryhoff-Sexton  1 0a 


Safeco  17b 
Safety-Kleen  21 e 
Safeway  10c 
Salhe  Mae  17a 
Salomon  17a 
San  Diego  G&E  24a 
Santa  Fe  Pacific  23b 
Sara  Lee  10b 
SBC  Communications  22b 
Scana  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  lib 
Scholastic  20b 
Schulman  (A )  4 
Schwab  (Charles)  17a 
Scott  Paper  19b 
Scotts  4 

Scripps  (E  W  )  20b 
Seagate  Technology  18b 
Sealed  Air  153 
Sears,  Roebuck  8 
Service  Corp  Intl  21  e 
Service  Merchandise  8 
ServiceMaster  21e 
Shaw  Industries  15d 
Shawmut  National  3a 
Sherwin-Wilhams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Signet  Banking  3c 
Silicon  Graphics  18b 
Smart  &  Final  10a 
Smith  (A  O)  2b 
Smith  International  lib 
Smith's  Food  &  Drug  lOc 
Smithfield  Foods  10b 
Snap-on  15b 


Solectron  9d 
Sonoco  Products  7b 
Southern  24a 

Southern  New  Eng  Tel  22b 
Southern  Pacific  Rail  23b 
Southland  10c 
SouthTrust  3c 
Southwest  Airlines  23a 
Southwest  Gas  24b 
Southwestern  PS  24a 
Spiegel  8 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 
SPX15b 

St  Jude  Medical  12d 
St  Paul  17b 

Standard  Federal  Bank  17c 
Standard  Products  2b 
Standard  Register  18a 
Stanhome  6d 
Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Sterling  Chemicals  4 
Stewart  &  Stevenson  15c 
Stone  &  Webster  21a 
Stone  Container  7b 
Stop  &  Shop  10c 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Strykerl2d 
Sun  11a 

Sun  Microsystems  18b 
Sun  TV  &  Appliances  6b 
SunAmerica  17b 
Sunbeam-Oster  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  10a 
Super  Rite  10a 
Supervalu  10a 
Sybase  18c 
Sysco  10a 


Talbots 
Tandem  Computers  18b 
Tandy  6b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Teleflex  15a 

Telephone  &  Data  Sys,  22a 

Temple-Inland  7b 

Tenneco  5 

Teradyne  9c 

Terra  Inds  4 

Texaco  ll3 

Texas  Industries  133 

Texas  Instruments  9d 

Texas  Utilities  243 

Textron  5 

Thiokol  1 

3Com  18b 

3M  153 

Tiffany  8 

Time  Warner  20b 

Times  Mirror  20b 

Timken  15c 

TJX  8 

TNT  Freightways  23d 
Torchmark  17b 
Toro  6b 
Tosco  11a 
Toys  'R'  Us  8 
Tracor  9b 

Trans  World  Entertainment  14d 
Transamerica  17b 
Tiavelers  173 
Tribune  20b 
Trinova  153 
TRW  5 

Tyco  Intl  15c 


U  S,  Bancorp  3d 
U  S  Healthcare  12c 
U  S,  Home  13b 
U.S,  Robotics  22a 
U  S  Shoe  8 
U  S  Surgical  12d 
UAL  23a 
UJB  Financial  3a 
Ultramar  11a 


Unicom  24a 

Unifi  ISd 

Union  Bank  3d 

Union  Camp  19b 

Union  Carbide  4 

Union  Electric  243 

Union  Pacific  23b 

Union  Texas  11a 

Unisys  18b 

United  Stationers  21b 

United  Technologies  1 

United  Wisconsin  Services  12c 

Unitrin  17b 

Universal  Foods  10b 

Universal  Forest  Products  19a 

Universal  Health  12c 

Unocal  11a 

UNUM  17b 

Upiohn  12b 

US  West  22b 

USAir  Group  233 

USF&G  17b 

USG  133 

USLife  17b 

UST6e 

USX-Marathon  11a 
USX-U  S  Steel  16b 
UtihCorp  United  24b 


Valero  Energy  11a 
Vaihi  5 
Value  City  8 
Varian  Associates  9b 
Vanty  15c 

Vaslar  Resources  11a 
Venture  Stores  8 
VF  6a 

Viking  Office  Products  8 
Volt  Info  Sciences  21  e 
Vons  lOc 

Vulcan  Materials  13a 


Waban  8 

Wabash  National  2b 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  123 
Wallace  Computer  183 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Post  20b 
Washington  Water  Power  24a 
Watts  Industries  15a 
WCI  Steel  16b 
Webb  (Del)  13b 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wells  Fargo  3d 
Western  Atlas  lib 
Western  Digital  18b 
Western  Resources  243 
Westinghouse  Electric  93 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Wheelabrator  Techs  24a 
Whirlpool  6b 
Whitman  5 
Wickes  Lumber  8 
Willamette  Industries  193 
Willcox&Gibbs21b 
Williams  24b 
Williams-Sonoma  6b 
Winn-Oixie  Stores  10c 
Wisconsin  Energy  243 
Witco4 

WMX  Technologies  21c 
Wolverine  Tube  16c 
Woolworth  8 
Worthington  Inds  16b 
WrigleytWm  )  Ji  10b 
Wyle  Electronics  21b 


Xerox  18b 
Yellow  23d 
York  Intl  133 
Younkers  8 
Zale8 

Zenith  Electronics  6b 


.1  -  -  I' 

Per§c)nal  Business  i 


EDITED  BY  AMY  DUNKIN 


AN  UNSETTLING  DEADLINE 
FOR  SETTLING  TRADES 


f!!! 


Da:!; 

the  trade,"  says  Allan  Jo  Dis 
ston,  regional  manager 
Wedbush  Morgan  Securitfcav 
in  Anchorage,  Alaska. 

Indeed,  this  change  co^ml 
make  mailing  checks  to  yi 
broker  obsolete.  "You  h^ai 
to  send  the  payment  on 
day  the  trade  is  execute|ali 
says  Fidelity  Investme: 
Senior  Vice-President  Doijck, 
Morris.    "With    the  m 
there's   no  guarantee 
check  will  arnve  by  the  s 
tlement  day."  If  it  does|fc 
you  can  face  fees  for  I 
payment  or  risk  losing 
trade  and  being  held  lia|;e.r 
for  any  losses  in  the  sec 
ity  or  fund  when  the  broi; 
liquidates  your  position. 

The  shorter  settlemi 
deadline  is  especially  prol 
matic  for  investors  who  h 


C 


harlie  Pack  is  not  look- 
ing foi-ward  to  June  7. 
(That's  when  a  new 
federal  I'egiilation  will  recjuire 
investors  to  fork  over  the 
cash  to  pay  for  securities  in 
three  days  after  a  trade  in- 
stead of  five.  The  rule  ap- 
plies to  all  stocks,  corporate 
and  municipal  bonds,  and  mu- 
tual funds.  Pack  is  steamed 
because  he'll  lose  flexibility 
over  where  he  parks  his 
cash.  "It  forces  me  to  keep 
my  money  with  the  broker," 
says  the  56-year-old  software 
engineer  from  Los  Altos 
Hills,  Calif.,  who  trarles  about 
twice  a  month. 

Ti-ade-plus-three,  or  T+'.i  as 
it's  known,  will  undoubtedly 
make  more  money  captive  to 
brokerage  money-market 
fimds  and  asset-management 


accounts,  where  it's  easily  ac- 
cessible to  cover  trades.  But 
the  Securities  &  Exchange 
Commission's  stated  reason 
for  the  shortened  pay-up  pe- 
riod is  to  make  the  markets 
more  efficient  and  less  vola- 
tile. The  idea  is  to  reduce  the 
number  of  open  transactions 
at  any  one 
time,  hence 


INVESTING 


increasing 

the  licjuidity  of  the  markets. 
T+8  also  means  investoi's  will 
receive  sale  proceeds  two 
days  sooner. 

LATE  FEES.  For  decades,  in- 
vestors who  didn't  already 
have  spare  cash  with  their 
brokers  to  pay  for  a  purchase 
of  stock,  bonds,  or  mutual- 
fund  shares  have  usually 
been  able  to  wait  to  receive  a 
confirmation  notice  before 


mailing  in  a  check  for  the 
stated  amount.  Five  business 
days  for  settlement  was  })len- 
ty,  even  for  the  U.  S.  Postal 
Service.  But  under  T+3,  that 
won't  be  the  case.  Instead, 
investors  will  have  to  deliver 
the  checks  in  person,  send 
them  via  overnight  deliveiy 
service,  pay 
by  electronic 
transfer  fi'om 
your  bank,  or  keep  more  cash 
on  hand  with  your  bi'oker. 

T-i-8  is  already  raising 
hackles  with  people  used  to 
buying  securities  under  the 
okl  system.  For  one  thing, 
they  can  no  longer  use  their 
confinnation  slips  as  payment 
notices.  "They  have  to  under- 
stand that  by  the  time  they 
get  their  confirmation,  they 
should  have  already  jiaid  for 


ii'f 
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k  or  bond  certificate  in 
safe-deposit  boxes, 
ig  the  paper  security 
r  the  bank  and  to  the 
r  to  complete  a  sale 
cost  extra  days.  Many 
;  avoid  this  problem  by 
y  the  broker  hold  the 
ties  in  what's  known  as 
name — basically,  book- 
purchases  in  the  bro- 
name. 

DISCOUNTS.  But  one 

1  some  investors  hold 

cates  in  their  name  is 

rticipate  at  no  cost  in 

nd  reinvestment 

(drips).  The  DRIP 

my    does  the 

eeping  and  auto- 
ally    buys  the 

holder  new  lots 

.'k,  often  at  a  dis- 

with  no  commis- 

f  certificate  hold- 
move  their 

ties  to  a  broker, 

■er,  they  ai-e  like- 

be  charged  fees 

;e  part  in  drips. 

iome  brokers  are 
to  accommodate 

customers.  Dis- 
broker  Charles 

lb   offers  free 

services  through 


its  Schwab  One  account.  In 
October,  Fidelity  Investments 
plans  to  offer  a  similar  ser- 
vice called  Equity  Dividend 
Reinvestment  Progi'am. 

Keeping  cash  in  a  broker- 
age money-market  fund  or 
asset-management  account 
may  well  be  the  easiest 
and  most  efficient  way  to 
meet  the  shorter  settle- 
ment deadline.  Asset-man- 
agement accounts,  some- 
times called  core  accounts, 
typically  offer  a  choice  of 
competitive  money-market 
funds  to  capture  stock  divi- 
dends and  sales  pi'oceeds  and 
to  hold  cash  for  future  pur- 
chases. They  also  provide  ex- 
tra services  such  as  "gold" 
credit  cards,  debit  cards, 
check-writing  privileges,  con- 
solidated statements,  and  tax 
infoiTnation.  Some  enable  you 
to  transfer  money  electron- 
ically to  and  from  your  bank. 
Most  asset-management  ac- 
counts also  carry  additional 
insurance  against  broker  fail- 
ure. The  Securities  Investor 
Protection  Coi-p.  insures  reg- 
ular brokerage  accounts  for 
up  to  $500,000,  but  it  pro- 
tects many  asset-manage- 
ment accounts  for  $50  mil- 
lion or  more. 

At  full-service  brokerages, 
asset-management  accounts 
generally  require  a  $10,000 
to  $20,000  minimum  and  cost 
$75  to  $100  a  year,  but  most 
brokers  offer  a  more  basic 
version  for  $50  a  year  that 
may  not  have  such  extras  as 
the  enhanced  insurance  or 


credit  card.  And  some  dis- 
count brokers  don't  charge 
any  fee  for  centralized  cash 
accounts  such  as  the  Schwab 
One  and  Fidelity  Ultra  Ser- 
vice Account,  which  is  free 
with  at  least  one  trade  a  year 
or  a  $50,000  minimum. 
MOVING  MONEY.  Another  way 
to  go  is  to  keep  your  money 
in  a  separate  money-market 
account  at  the  same  broker- 
age fii'm  as  your  securities  or 
mutual  funds.  The  difference 
is  that  you  have  to  instnact 
your  broker  to  move  the 
funds  to  or  from  that  account 
when  you  make  a  trade.  With 
a  cash-management  account, 
the  transfer  is  made  automat - 


or  fund  company  to  the  next. 

If  you  have  upwards  of 
$250,000,  you  can  use  a  bank 
tiiist  dej^aitment  as  the  nexais 
of  your  brokerage  activities. 
This  enables  you  to  "do  all 
your  transactions  in  one  place 
while  keeping  the  flexibility 
to  deal  with  different  brokers, 
which  is  good  for  frequent 
traders  looking  for  the  best 
price,"  says  William  Newell, 
managing  dir-ector  of  private 
banking  at  Chemical  Bank. 
But  such  fi'eedom  comes  at  a 
steep  price.  Tlie  fee  foi'  Chem- 
ical's private  banking  account 
is  $800  a  year. 

Mutual-fund  holders  will 
have  an  easier  time  adapt- 


The  new  three-day  limit 
could  make  mailing  checks 
to  your  broker  obsolete 


ically.  But  money-market 
funds  carry  small  minimums 
and  no  extra  service  fees  be- 
yond the  management  ex- 
penses. "It  makes  sense  to 
have  a  money-market  fund 
with  your  broker,"  says  John 
Markese,  president  of  the 
American  Association  of  Indi- 
vidual Investors.  "There's  no 
true  loss  because  you're  just 
moving  money  fi'om  one  cash- 
equivalent  account  to  an- 
other." Returns  for  most 
money-market  funds  don't 
vai-y  much  from  one  broker 


Speedier  Securities  Trades 

►If  you  have  a  sizable  brokerage  account,  usually  cash  and  securities 
totaling  $10,000  or  more,  open  an  asset-management  account.  Stock 
dividends  and  sale  proceeds  will  automatically  be  swept  into  your 
choice  of  competitive  money-market  funds,  giving  the  broker  ready 
cash  for  future  trades. 

►Keep  a  separate  money-market  fund  at  your  broker  for  quick  cash 
transfers.  You  avoid  the  fees  of  an  asset-management  account.  But  you 
won't  get  extras  such  as  check-witing  privileges  and  you  must  instruct 
the  broker  to  liquidate  fund  shares  when  money  is  needed. 

►To  avoid  delaying  the  completion  of  a  trade  while  you  send  in  paper 
stock  and  bond  certificates,  have  your  broker  hold  your  securities  in 
"street  name." 

DATA:  BUSINESS  WEEK 


ing  to  T+3  since  their  secur- 
ities are  already  in  street 
name.  But  they  still  must 
have  fund  payments  in  by 
the  third  day  after  the  trade 
to  ensure  buying  shares  at 
a  specific  price.  Most  people 
making  long-term  invest- 
ments in  mutual  funds  don't 
care  about  the  exact  pur- 
chase price.  And  in  such  cas- 
es, fund  companies  such  as 
T.  Rowe  Price  Associates 
will  avoid  confusion  by  wait- 
ing until  they  receive  the 
funds  before  placing  the 
— —  trade,  says  Debbie 
Seidel,  a'  T.  Rowe 
Price  vice-president. 

Investors  who 
chafe  at  the  new  T+3 
rules  may  be  dis- 
tressed to  learn  that 
there  are  mmblings  in 
the  industry  of  even- 
tually moving  to  one- 
day  or  even  same-day 
trade  settlements.  But 
by  the  time  that  hap- 
pens, advances  in 
electronic  banking 
should  have  pushed 
us  to  a  true  cashless 
society.  And  that's 
still  T+many  years 
away.       Pam  Black 
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Personal  Business 


A  SAFER  WAY  TO  DRIVE 
DOWN  WALL  STREET 


If  you'd  like  to  buy 
shares  of  a  certain 
company,  but  its  lofty 
stock  price  makes 

you  nervous,  see  if  a  convert- 
ible is  available.  Since  these 
securities  (most  often  bonds 
but  sometimes  preferred 
stocks)  can  be  exchanged  for 
a  set  number  of  common 
shares,  their  prices  tend  to 
track  their  companion  stock 
on  the  way  up.  But  because 
they  pay 
coupons 
higher  than  the  stock  divi- 
dends, they  don't  fall  as  far  in 
a  downturn.  The  result:  "You 
get  nearly  the  same  returns 
as  the  stock  at  less  risk," 
says  John  Calamos,  presi- 
dent of  Calamos  Asset  Man- 
agement in  Naperville,  111. 

Convertibles  are  a  particu- 
larly good  value  right  now. 
Like  all  fixed-income  invest- 
ments, they  got  hammered 
last  year  when  interest  rates 
were  rising.  A  lot  of  forced 
selling  took  place  as  manag- 
ers liquidated  holdings  to  cov- 
er leveraged  positions.  "That's 
why  we  feel  this  is  an  ex- 
traordinaiy  time  for  someone 
to  get  into  the  convertible 
market,"  says  Wan-en  Bree, 
president  of  Wolverine  Asset 
Management  in  New  York. 
CONVERSION  COSTS.  The 
main  way  to  assess  a  con- 
vertible is  to  look  at  the 
"conversion  premium."  This 
is  the  diffei'ence  between  the 
common  stock  price  and  the 
price  at  which  the  convert- 
ible can  be  exchanged  for 
stock.  Convertibles  nearly  al- 
ways trade  at  a  premium, 
since  you  get  the  added  ben- 
efits of  higher  yield,  seniority 
in  a  bankruptcy,  and  the  con- 
version option.  But  because 
you  pay  a  pr-emium,  it  rarely 
pays  to  convert  the  bond. 

Right  now,  conversion  pre- 
miums ar-e  the  lowest  they've 
been  in  years.  At  the  end  of 
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1993,  new-issue  convertibles 
typically  earned  a  25%  pr-e- 
mium. Now,  you  can  find  ex- 
cellent ones,  such  as  Bamett 
Banks  or  For-d  Motor;  tr-ading 
at  a  10%  premium  or-  less, 
Br-ee  says.  If  the 
premium  is  low, 
the  convertible 
tracks  the  stock 
much  more  close- 
ly, so  on  a  bond 
with  a  15%  pre- 
mium, you  could 
figure  on  getting 


(15.25%0,  and  Fidehty  Con- 
vertible Securities  (15.02%). 
Check  if  the  fund  emphasizes 
current  income  or-  capital  ap- 
pr-eciation  and  review  credit 
quality  to  find  one.  that  meets 
your-  risk  tolerance. 

Another  way  into  the  con- 
vertible market  is  to  find  a 
stock  you  like  and  then  check 
out  its  convertible.  "You  never 
buy  the  convertible  if  you 
wouldn't  buv  the  common 


SMART  MONEY 


85%  of  a  stock's 
positive  retur-n. 
If  the  convertible 
isn't  selling  for- 
much  more  than 
a  similar  corpo- 
r'ate  bond,  you 
could  be  subject 
to  only  a  fi-action 
of  the  stock's 
decline. 

If  getting 
most  of  the  up- 
side and  a  lot 
less  of  the  down- 
side appeals  to 
you,  your  best 
bet  is  to  choose 
a  diversified 
portfolio  of  con- 
vertibles thr-ough 
a  mutual  fimd  or  money  man- 
ager. This  fi-ees  you  from  hav- 
ing to  evaluate  convertibles 
yourself.  Top-performing 
funds  for-  the  past  five  year-s 
include  MainStay  Convertible 
(17.18%  aver-age  annual  re- 
turn). Bond  Fund  for  Gr-owth 


Convertibles,  stung  last 
year,  are  sweet  deals  now 


stock,"  Br-ee  says.  To  deter-- 
mine  whether  a  convertible  is 
a  good  deal,  many  investors 
compare  the  conversion  pre- 
mium to  the  difference  be- 
tween the  convertible's  yield 
and  the  stock  dividend.  If 
ther-e  is  a  7%-a-year  yield  ad- 


How  Convertibles  Temper  Risk 

Tbtal  return  on  the  traditional  equity  and  convertible 
securities  of  AMR  Corji,  pareyit  of  American  Airlines,  would 
vary  markedly  under  different  market  scenarios 

CURRENT  PRICE   SCENARIOS*  

YIELD      (4/27/95)  STOCK  FALLS       STOCK  RISES 
28%  IN  A  YEAR    39%  IN  A  YEAR 


COMMON  STOCK 
CONVERTIBLE  BOND 


0%     $68    $49(-28%)  $95(+39%)_ 

"6.26%  'm '  '$i5Y-6.5%)ym(4¥o%) 


*Stock's  potential  movement  based  on  its  fiistorical  volatility 
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vantage  to  owning  the, 
vertible,  and  you  plan  to 
it  for  three  years,  a  21%  j 
mium  may  be  justified,  s 
Mitchell  Cone,  assistant : 
ager  of  Franklin  Convert: 
Securities.  "You  also  have 
check  what  downside  proi 
tion  you're  getting," 
Cone.  To  do  this,  see  how 
yield  stacks  up  against 
of  similar  quality  paper, 
convertible's  yield  will 
climb  past 
level,  no  mal 
how  far 
stock  decli: 
Also  check 
call  pr'ovisio: 
a  convertibL 
called  early, 
may  not  reco 
the  premium 
paid. 

VALUES.  C( 

par-e  convertil 
to  other  issue, 
the  same  inc 
try.  Cone  is  f 
ing  good  val 
now  in  convi 
ible  real  es 
!  n  V  e  s  t  m  e! 
tr-usts,  such 
Liberty  Proj., 
ty  Tr-ust,  as 
as  oil-and-gas] 
sues  such 
Parker  & 
sley  Petrole 
Bree  likes  scj 
regional  bar 
and  Calarl 
likes  the 
tered  automol 
and  financial  sectors. 

If  you  later-  gr-ow  so  f 
of  the  company  that  you  w: 
to  own  the  stock,  you  shcr 
pr-obably  sell  the  convert! 
and  pur-chase  shares,  des] 
the  cost  of  commissions,  sf 
Ted  Everett,  assistant  p!* 
foHo  manager  of  Bond  F 
for  Growth.  You  should  c| 
convert  the  bond  if  the  c 
pany  calls  it  at  a  price  i 
below  its  market  price  o 
the  dividends  on  the  st] 
are  higher-  than  on  the 
vertible — although  that'j 
rarity.  Right  now,  convertil 
are  so  attractive,  conseiJPrr 
tive  investors  may  nel 
want  to  go  back  to  owT  j  . 
the  stock.  Amey  St 


1 


to  see  how  the  new  Canofile  510  electronic  filing  system 
ip  to  ordinar)'  manual  filing.  But  how  well  does  it  stack 
ler  electronic  systems?  So  beautifully,  we  hardly  know 
begin. 

is,  the  compact,  Canofile  510  is  the  fastest,  easiest 
It  filing  system  of  its  kind.  With  just  the  stroke  of  a 
^  pen,  it  allows  you  to  scan — front  and 
back— a  quick  50  pages  per  minute.  All 
you  do  is  mark  the  appropriate  boxes 
on  our  easy-to-use  Canofile  Registration 
Sheet  then  sit  back  at  your  large,  tilt- 
screen  display  and  relax.  The  system 
automatically  does  the  rest, 
you  never  have  to  worry  about  how  much  you  file, 
h  interchangeable  Canon  5.25 "  Magneto  Optical  Disk''' 
ip  to  13,000  documents,''"'"  there's  virtually  no  limit  to 
Der  of  documents  this  system  can  store, 
ourse,  once  your  files  are  scanned  in,  the  Canofile  510 
every  file-management  advantage  you  can  think  of.  Our 


lie  502M  sciid  separately. 
ITT  #]  Chan. 

;  51)01S.  CFView  and  CFIndex  are  trademarks  of  Canon  Information 

athcr  trademarks  are  of  their  respective  corporations.  ©  1 994  Canon  U.S.A.,  Inc. 


Sheets  nuke  filing 
e  efficient 


File  or  retriei'e  at  any  /BM  K, 
or  compatible 


Post  Indexing  feature  lets  you  file  documents  by  name,  number, 
date  or  any  combination.  It  allows  you  to 
ctrieve  documents  in  an  instant,  view  them  in  full 
n  the  LCD  display,  even  copy  them  to  other 
disks.  Plus  when  the  Canofile  510  is  used  in 
tandem  with  the  Canon  Fileprint  300,  you 
can  make  eight  crisp,  clear  laser  printouts 
every  minute. 

The  Canofile  510  also  makes  sharing 
files  a  cinch  too.  Not  only  can  you 
index,  scan  and  view  documents  at 
the  system  itself,  but  at  any  office 
IBM "  PC  or  compatible  using  optional 
CFView"  and  CFIndex  '  software  (for 
Windows"-')  and  an  external  Magneto 
Optical  Disk  Drive'.  The  Canofile  510 
even  lets  you  retrieve  and  view  files  from  the  Canofile  250. 

Need  more  reasons  to  purchase  the  Canofile  510?  Call 
1-800-352-8333  ext.  280.  We've  got  tons  of  them. 


Choose  (.fYien'  ami  (-^UnJex 
software  for  Wimlows 


Canon 


Personal  Business 
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PUniNG  MAN  INTO 
A  FISH'S  ENVIRONMENT 


If  you  think  aquari- 
ums consist  primarily 
of  fish  tanks  stacked 

three-deep  along  dark- 
ened corridors,  then  you 
haven't  visited  one  lately. 
The  new  Atlantic  Coral  Reef 
exhibit  that  opened 
on  Apr.  7  at  the  Na- 
tional Aquarium  in  Balti- 
more features  underwater 
caves  and  crevices  alive  with 
porcupine  fish,  wafer-flat 
lookdowns,  and  other  exotic 
creatures,  all  contained  in  a 
doughnut-shaped  tank  with  a 
descending  ramp  in  the  cen- 
ter. Chicago's  Shedd  Aquar- 
ium boasts  a  3-million-gallon 


TRAVEL 


seums.  Some  36  are  now 
operating,  and  around  20 
ai'e  planned  to  open  with- 
in five  years,  in  places  as 
diverse  as  Cleveland, 
Denver,  Riverhead,  N.  Y., 
and  Houston. 

New  technology  has 
made  such  marine  supei'- 
showcases  pos- 
sible. Hardy 
aciylic  windows  and  elab- 
orate life-support  systems  al- 
low environmentally  sensitive 
ci-eatures  to  suivive  far  fr-om 
their  tro))ical,  polar,  or  river 
haunts.  And  novel  interactive 
devices,  such  as  the  Flippers, 
Flukes  &  Fun  exhibit  that 
teaches  about  whale  vocaliza- 
tion at  the  Monterey  Bay 


A  CATFISH  NAMED  BABB^ 

The  Tennessee  AquarhiVi 


INTO  THE  DEEP:  Diver  and  sea  turtle  at  Chicagrfs  Shedd  Aqt 


saltwater  oceanarium  hous- 
ing beluga  whales.  Pacific 
white-sided  dolphins,  and 
harbor  seals.  And  the  three- 
year-old  river  museum  in 
Chattanooga,  Tenn.,  is  home 
to  a  65-pound  catfish  nick- 
named Babba,  who  lives  in 
the  25-foot-deep  Nickajack 
Lake  exhibit. 

GOOD  STORIES.  Ever  since 
the  Baltimore  aquarium, 
which  opened  in  1981,  .started 
attracting  more  than  1  mil- 
lion visitor's  annually,  U.  S.  cit- 
ies have  rushed  to  expand  or 
build  sea  or  fi-esh  water  mu- 


(Calif")  Aquaiium,  engage  vis- 
itor as  never  before.  "Aquai  - 
iums  now  offer  quality  enter- 
tainment-education, with  a 
twist  of  conservation,"  says 
Kathy  Cloyd  Sher,  deputy  di- 
rector in  Baltimore. 

Some  newer  sites  capitalize 
on  local  marine  life.  The 
three-year-old 
Thomas  H.  Kean 
New  Jersey 
State  Aquarium 


RIBBET:  A  red- 
eye tree  frog  in 
Baltimore 
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in  Caniiifii  displays  .such  Jer- 
sey Shore  inhabitants  as 
brown  sharks,  silver  dolphin 
fish,  and  horseshoe  crabs. 
Chattanooga's  facility  lets  vis- 
itors follow  the  path  of  the 
Tennessee  River  from  an  Ap- 
palachian cove  forest  to  the 
Mississippi  Delta.  Rainbow 
and  brook  trout 
course  through 
deep  pools  and  a 
river  in  one  55-ft.- 
long  stretch,  and 
a  delta  panorama 
features  red-bel- 
lied turtles  and 
water  moccasins. 
"The  Tennessee 
Aquarium  proves 
that  freshwater 
stories  are  just  as 
compelling  as  the 
saltwater  stories," 
says  Daniel  Kohl, 
vice-president  of 
Lai'son  Co.,  a  Tuc- 
son-based aquari- 
'  nil  HI  um  designer.  He 
says  "traditional 
lines  between  zoos,  aquari- 
ums, and  natural  science  mu- 
seums are  disintegrating." 

Indeed,  several  zoos  have 
diversified  into  the  marine 
business.  On  Apr.  1,  Omaha's 
Hem-y  Doorly  Zoo  launched 
Kingdoms  of  the  Seas,  featur- 
ing an  imder^water  tiumel  that 
runs  through 
a  900,000-gal. 
tropical  reef  sys- 
tem. Designed 
to  mimic  the 
sensation  of 
walking  at  the 
bottom  of  the 


m 


sea,  the  exhibit  showci 
2,000  species.  On  May 
aquarium  at  the  Colun; 
Zoo  in  Powell,  Ohio,  will 
a  100,000-gal.  coral  reef|^ 
hibit  that  includes  simulj 
rolling  ocean  waves. 
MALL  WALK.  For-profit  ojia. 
tors,  inspired  by  Anheu 
Busch's  Sea  World  park » 

hope  to  make  a  big  spl  * 
Tarlton  Aquastar  of  Ds  dm 
will  open  two  Underw;  !|;. 
Worid  exhibits  in  1996i 
San  Francisco  and  in  su 
ban  Minneapolis'  huge  Mi 
America.  The  attractions 
transport  visitor's  on  mov 
walkways  through  acrylic 
nels  teeming  with  marine  ""^ 
Admission  will  be  $11 
adults  and  $5.50  for  kidsifsi 
seniors — on  par  with  mu 
pal-owned  aquariums 

Sensitive  to  environiJ!^ 
talists'  concerns,  some  aq  !t! 
ium  developer's  are  emph;  «J> 
ing  their  humane  treatnet/ 
of  animals.  The  three-y " 
old  Or'egon  Coast  Aquar 
in  Newport  expects  to  c  siil 
thousands  to  see  Keiko, 
7,000-lb.  killer  whale  j^j, 
starred  in  the  movie  4r; 
Willy.  Keiko,  currently 
cramped  enclosure  in  Me  |[|^ 
City,  may  find  a  2-milhon  III 
pool  mor-e  to  his  liking  m  jj^ 
he  arrives  by  jet  in  De(^ 
ber'.  Keiko  won't  havt  — 
jump  thr'ough  hoops  to 
his  keep,  but  people  sh 
find  him  entertaining 
way.  Johanna  Knapsch 


WORTH  liOTIN 


■  COLLEGE  SHOPPING. 

Turn  this  chore  into  a 
summer  vacation  with 
updated,  user-friendly 
edition  of  Visiting  Col 
lege  Campuses  by  Jan 
Spencer  and  Sandra 
Maleson  (Random 
House,  $19.95).  The  be 
gives  maps  and  travel 
times  between  schools 
campus  tours,  wher-e  t 
stay,  and  local  sights  f 
250  colleges. 


siness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week  0  2% 
nge  from  last  year.  7.1% 


f  tiom  last  week:  0.1% 
e  from  last  year:  8.3% 


LEADING  INDEX 

Apr,  22=255.7 
-  196  7=100    240 


230 


220 


Aug.  Dec.  Apr 

1994  1994  1995 

xes  are  4-week  moving  averages 

reduction  index  fell  slightly  during  the  vi/eek  ended  Apr.  22.  But  the 
before  calculation  of  the  four-week  moving  average  increased  to  121.9, 
120.7.  Increased  seasonally  adjusted  output  of  autos  and  rail-freight 
led  the  gam. 

lading  index  increased  further  in  the  latest  week.  The  unaveraged  index, 
er,  was  unchanged  at  256.1.  Stock  prices  and  M2  growth  were  lower  in 
test  week. 

jction  inde:<  copyright  1995  by  The  McGraw-Hill  Companies     BW  leading  mcJen  copyright  1995  by  CI3CR 


WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

STEEL  (4/29)  thous.  of  net  tons 

1,995 

2,031# 

2.6 

AUTOS  (4/29)  units 

146,219 

127,908r# 

-1.9 

TRUCKS  (4/29)  units 

114,489 

103,432r# 

-3.4 

ELECTRIC  POWER  (4/29)  minions  of  kilowatt-hrs 

54,241 

54,908# 

-0.6 

CRUDE-OIL  REFINING  (4/29)  thous.  of  bbl./day 

14,125 

14,046# 

0.4 

COAL  (4/22)  thous.  of  net  tons 

19,478# 

19,620 

-9.2 

PAPERBOARD  (4/22)  thous.  of  tons 

927.0# 

927.9r 

8.1 

PAPER  (4/22)  thous.  of  tons 

852.0# 

859.0r 

8.0 

LUMBER  (4/22)  millions  of  ft. 

418.5# 

434.3 

-6.2 

RAIL  FREIGHT  (4/22)  billions  of  ton-miles 

23. 7# 

23.2 

2.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Assocotion,  WWPA^  SFPA^.  Association  of  American  Railroads 


DING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

WEEK 

AGO 

%CHG 

K  PRICES  (4/28)  S&P  500 

513.18 

506.04 

13.7 

GOLD  (5/3)  $/troy  oz. 

388.700 

388.900 

3.7 

ORATE  BOND  YIELD.  Aaa  (4/28) 

8.00% 

8.02% 

2.4 

STEEL  SCRAP  (5/2)  #1  heavy,  $/ton 

137.50 

137.50 

1.9 

STRIAL  MATERIALS  PRICES  (4/28) 

115.1 

114.9 

NA* 

COPPER  (4/29)  e/lb. 

132.5 

137.2 

41.1 

lESS  FAILURES  (4/21) 

NA 

313 

NA 

ALUMINUM  (4/29)  c/ib. 

89.4 

90.0 

45.8 

ESTATE  LOANS  (4/19)  bill 


$473.5    $472.5      11.1  COTTON  (4/29)  strict  low  middling  1-1/16  in.,  g/lb.  107.65     106.12  37.3 


Y  SUPPLY.  M2  (4/17)  billions 


$3,602.6  $3,606.5r  1.3 


OIL  (5/2)  $/bb[. 


20.13  20.28 


19.5 


a  CLAIMS.  UNEMPLOYMENT  (4/15)  thous 


341 


344r  -6.3 


es:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standarrj  & 

Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
e  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
is  failures  and  real  estate  loans.  "Historical  data  available  from  CIBCR. 


Sources:  London  Wednesday  final  setting.  Chicago  market,  Metals  Week.  Memphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


REST  RATES 


LATEST 
WEEK 


WEEK 
AGO 


YEAR 
AGO 


LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (5/3) 

83.25 

83.97  102.75 

GERMAN  MARK  (5/3) 

1.37 

1.38  1.67 

KAL  FUNDS  (5/2) 

6.01% 

5.97% 

3.76% 

BRITISH  POUND  (5/3) 

1.62 

1.61  1.50 

lERCIAL  PAPER  (5/3)  3-month 

6.12 

6.09 

4.38 

FRENCH  FRANC  (5/3) 

4.90 

4.86  5.72 

IFICATES  OF  DEPOSIT  (5/3)  3  month 

6.07 

6.08 

4.35 

ITALIAN  LIRA  (5/3) 

1664.5 

1707.6  1604.5 

1  MORTGAGE  (4/28)  30-year 

8.46 

8.49 

8.48 

CANADIAN  DOLLAR  (5/3) 

1.36 

1.36  1,38 

STABLE  MORTGAGE  (4/28)  one-year 

6.24 

6.36 

5.21 

MEXICAN  PESO  (5/3)' 

5.840 

5,825  3.300 

S  (5/3) 

9.00 

9.00 

6.75 

Sources:  Major  New  York  banks.  Currencies  expressed 

in  units 

per  U.S.  dollar. 

!S:   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

except  for  British  pound  in  dollars 

data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ent.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


ICTIVITY  AND  COSTS 

3y,  May  9,  10  a.m.  ►  Output  per 
orked  in  the  nonfarm  sector  probably 
iry  little  in  the  first  quarter.  That's 
te(j  by  the  slower  growth  rates  for 
nic  output  an(j  total  hours  workecj. 
:tivity  increased  at  an  annual  rate  of 
n  the  fourth  quarter.  The  small  gain 
iuctivity  means  that  unit  labor  costs 
;rew  just  a  bit  below  the  1.7%  pace 
fourth  quarter. 

L  SALES 

'ay,  May  11,  8:30  a.m.  ►  Retail 
irobably  rose  by  0.5%  in  April, 
ing  to  the  median  forecast  of  mms 
itional,  one  of  the  McGraw-Hill  Cos. 


Sales  had  been  very  weak  in  recent  months, 
falling  1%  in  February  and  rising  0.2%  in 
March.  The  solid  gain  in  April  likely  reflects 
a  late  Easter  and  the  receipt  of  tax  refunds 
that  were  delayed  as  the  government 
checked  tax  returns  for  fraud. 

PRODUCER  PRICES 

Thursday,  May  11,  8:30  a.m.  ►  Producer 
prices  of  finished  goods  likely  increased 
0.3%  in  April,  after  no  change  in  prices  in 
March.  Yearly  inflation  at  the  producer  lev- 
el is  running  at  less  than  2%.  And  the 
recent  reports  from  the  National  Associa- 
tion of  Purchasing  Management  suggest 
that  price  hikes  for  business  supplies  are 
not  sticking. 


CONSUMER  PRICES 

Friday,  May  12,  8.30  a.m.  ►  The  mms  fore- 
cast projects  a  0.3%  increase  in  consumer 
prices  in  April,  slightly  faster  than  the 
0.2%  rise  in  March.  Still,  annual  inflation 
should  stay  below  3%,  as  slower  growth 
keeps  price  rises  to  a  minimum.  April's  one 
wild  card  could  be  higher  food  prices,  as 
shortages  caused  by  the  California  floods 
begin  to  show  up  at  the  grocery  store. 

BUSINESS  INVENTORIES 

Friday,  May  12,  10  a.m.  ►  Inventories  held 
by  manufacturers,  wholesalers,  and  retailers 
probably  increased  0.5%  in  March,  say  the 
MMS  economists.  Business  stockpiles 
jumped  0.9%  in  February. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
•  Companies  listed  only  in  tables  are  not  included. 


Access  Research  100 
Activision  52 

Advanced  Micro  Devices  6 
Alcan  Aluminum  56 
All-Tech  Investment 
Group  102 

American  Airlines  6,  56 
American  Cyanamid  56 
American  Express  6 
Ameritech  88 
Amoco  74 
Ampex  88 

Andersen  Consulting  46 
Anheuser  Busch  16,  150 
Apple  Computer  82,  88,  126 
AT&T  8,  96,  112,  116,  120 
Avantel  62 

B 


BankAmerica  6,46 
Bankers  Trust  122 
Bank  Julius  Baer  64 
Bank  of  Boston  100 
Bank  of  Israel  38 
Barnett  Banks  148 
BASF  110 

Baxter  International  72 
Bear  Stearns  122 
Bell  Atlantic  56,  88,  96 
Bell  Latx)ratories  112 
BellSouth  116 
Bezeq 

Telecommunications  116 
Boeing  40,  120 
Bombardier  56 


Bond  Fund  For  Grovrth  148 
Booz  Allen  &  Hamilton  88 
Brinson  Partners  64 
Bristol-Myers  Squibb  44, 
110 

British  Airways  6,  56 
British  Telecom  88,96,  112, 
116 

Burger  King  12 


Cable  &  Wireless  116 
Calamos  Asset 

Management  148 
Cambridge  Energy 

Research  74 
Canon  24,  120 
Capital  Cities/ABC  88 
Charles  Schwab  146 
Chemical  Bank  146 
Chevron  74 
Chrysler  6,40,42,  122 
Citicorp  46,  122 
C.J.  Lawrence/Deutsche 

Bank  Securities  100 
Coca-Cola  45,82, 122 
Compaq  126 
ConAgra  6 

Conoco  59,  68,  74,  154 

CS  First  Boston  40,  72 
Cyrk  International  110 


Datek  Securities  102 
Deutsche  Bank  64.  117 
Deutsche  Telekom  116 


Digital  Equipment  88,  96, 
122 

Discount  Investment  116 
Domestic  Secunties  102 
Donaldson  Lufkin  & 
Jenrette  34,46,  100 
Dryclean  USA  82 
Dun  &  Bradstreet  110 
DuPont  6,  50 


Elf  Aqijitaine  74 
Ell  Lilly  110 
Emerson  Electric  126 
Enron  62 
Enserch  74 
Epson  24 
Ethyl  50 
Exxon  68,  74 


Fidelity  Convertible 

Securities  148 
Fidelity  Investments  146 
Firstar  46 
First  Chicago  46 
First  Jersey  Securities  102 
First  Manhattan  102 
First  Manhattan  Consulting 

Group  46 
First  Union  6 
Flo-Sun  45 
Ford  82,  122,  148 
Forrester  Research  52,  88 
Fora/ard  Concepts  120 
Fox  43 

Franklin  Convertible 
Securities  148 


FW.  Dodge  37 
G 


GE  64,  126 

GE  Capital  8 
General  Instrument  88 
Geneva  Pharmaceuticals  44 
Glaxo  44,  64 
GM  6,  120,  122 
Goldman  Sachs  88 
Great  Lakes  Chemical  50 
Gruntal  110 


Hewlett-Packard  6,  24,  96, 
120 

Hitachi  88 


IBM  6,24,56,88,  122 
ICI  64 

llusion  62 
Informix  88 
ING  64 
Ingres  88 

Intel  88,96,  120,  126 

Interlink  Electronics  24 

International  Paper  122 

Intuit  6 

ISI  Group  34 

Ivax  110 


JCB  International  112 
J.C.  Penney  8 
J.P  Morgan  60,  102 
Johnson  Associates  6 
Jordan  Temporary 
Services  50 


Kaleidoscope  8 
Kellogg  82 
Kemper  Financial 
Services  126 
KFC  12 

Kim  Eng  Securities  60 


MCI 


^ROOF 


POSITIVE 


WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS, 
THERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


Knoll  Norton  110 
Kobe  Steel  47 
Kraft  Foods  45,  82 
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ks  continue  to  rise  and 
■ontinue  to  fall.  On  May  3, 
industrials  jumped  44 
close  at  a  record  4373. 
der  Standard  &  Poor's 
k  index  looked  sharp,  too, 
the  520  level.  What's 
he  market  go  is  a  potent 
gher-than-expected  earn- 
falling  interest  rates.  The 
onomic  indicators  continue 
:oward  a  slowing  economy 
5id  inflation  outlook — con- 
lat  should  keep  interest 
:heck. 


STOCKS 

May  Nov. 


Apr.  27-May  3 


1-week  change 
+1.5% 


BONDS 

May  Nov. 


520.48 


52-week  change 

+  1,4% 


May    Apr.  27-May  3 


THE  DOLLAR 

May  Nov. 


Apr.  26-May  3 


1-week  change 
+0.8% 


1 -week  change 

-0.3% 


KET  ANALYSIS 


%  change 


>CKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

4373.2 

1.7 

18.3 

90-DAY  TREASURY  BILL  YIELD 

5.79% 

5.82% 

4.13% 

COMPANIES  (S&P  MidCap  Index) 

186.2 

0.9 

7.4 

30-YEAR  TREASURY  BOND  YIELD 

7.24% 

7.32% 

7.34% 

IMPANIES  (Russell  2000) 

266.8 

0.7 

4.9 

S&P  500  DIVIDEND  YIELD 

2.53% 

2.50% 

2.80% 

PANIES  (Russell  3000) 

295.1 

1.4 

12.8 

S&P  500  PRICE/EARNINGS  RATIO 

16.2 

16.3 

19.9 

H STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

472.8 
63.0% 
0.70 
1.21 

471.3 
63.0% 
0.63  r 
1.21 

Positive 
Neutral 
Neutral 
Positive 

[FINANCIAL  TIMES  100} 
IKKEI  INDEX) 
(TSE  COMPOSITE) 

3262.6 
17,088.7 
4300.3 

1.1 
1.6 
0.4 

6.3 
-12.7 
0.7 

IJSTRY  GROUPS  . 

BLOOMBERG  FINANCIAL  MARKETS 

iNTH  LEADERS 

%  change 
l-fflonth  12-nionth 

Strongest  stock  in  group 

%  change 
1-tnonth  12-iTionth 

Price 

GS  AND  LOANS 

16.4 

21.6 

GOLDEN  WEST  FINANCIAL 

20.3 

18.7 

46 

;0NDUCT0RS 

13.2 

50.4 

NATIONAL  SEMICONDUCTOR 

32.1 

12.1 

INE  TOOLS 

12.8 

-1.6 

CINCINNATI  MILACRON 

18.0 

29.3 

27 

UTER  SYSTEMS 

11.5 

46.7 

SUN  MICROSYSTEMS 

17.6 

76.8 

40^8 

lEERING  AND  CONSTRUCTION 

10.3 

-8.1 

MORRISON  KNUDSEN 

37.5 

-65.3 

8V4 

iNTH  LAGGARDS 

%  change 
l-month  12-month 

Weakest  stock  in  group 

%  change 
l^nonth  12^nonth 

Price 

-26.7 

-20.0 

U.S.  HEALTHCARE 

-36.7 

-28.2 

28 

lALTY  APPAREL  RETAILERS 

-10.7 

-17.8 

GAP 

-12.7 

-32.4 

31 

-9.7 

-15.2 

NUCOR 

-13.8 

-21.1 

48^2 

DCASTING 

-8.1 

1.7 

TELE-COMMUNICATIONS 

-14.3 

-7.7 

18 

lALTY  RETAILERS 

-6.9 

-8.6 

LOWE'S 

-20.3 

-24.9 

27V2 

AL  FUNDS 


!S 

ek  total  return 


MORNINGSTAR  INC 


% 


AN  STANLEY  LATIN  AMERICAN  A  19.3 

HT  EQUIFUND-MEXICO  NATL.  FIO.  EQTY.  19.0 

VESTMENT  LATIN  AMERICAN  EQUITY  15.2 

;  total  return  % 

MAN  COMMUNICATIONS  &  INFORM.  A  57  1 

rr  SMALLER  COMPANIES  46.8 

TCH  MID-CAP  46.5 


LAGGARDS 
Four-week  total  return 


EV  MARATHON  GREATER  INDIA 
AMERICAN  HERITAGE 
MFS  OTC  A 
S2-week  total  return 


-6.9 
-6.6 
-6.5 
% 


MONITREND  GOLD  -36.8 
STEADMAN  AMERICAN  INDUSTRY  -34.3 
STEADMAN  OCEANOGRAPHIC  TECHNOLOGY  -34.0 


4-week  total  return 


Average  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


iiiounts  represent  the 
value  of  $10,000 
one  year  ago 
portfolio 

ages  Indicate 
total  returns 


U.S.  stocks 

$11,721 

+0.54% 


Foreign  stocks 

$11,576 

+0.15% 


R 

Treasury  bonds 

$10,687 

+0.07% 


nil 


Money  market  fund 

$10,519 

-1-0.18% 


Gold 
$10,359 

-0.31% 


a  this  page  are  as  of  market  close  Wednesday,  May  3,  1995,  unless  otherwise  indicat- 
ry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar- 


ket close  May  2.  Mutual  fund  returns  are  as  of  Apr.  28.  Relative  portfolios  are  valued  as  of  May 
2.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised  NA=Not  available 
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Editorials 


THE  SENATE:  A  MIDDLE  ROAD  NOT  TAKEN 


If  ever  there  was  a  time  that  America  needed  the  Senate  to 
play  its  characteristic  role  of  stable,  pragmatic  policymak- 
er, it  is  now.  Fresh  from  its  spring  vacation,  the  Senate  has 
before  it  some  of  the  nation's  most  important  legislation  in 
decades.  Thi-ough  the  Contract  With  America,  House  Speak- 
er Newt  Gingiich  (R-Ga.)  has  focused  on  critical  problems  that 
must  be  solved  for  future  prosperity:  a  chronic  federal  budget 
deficit,  government  regulation  that  has  gone  too  far,  a  legal 
system  that  is  too  easily  abused,  and  environmental  laws 
that  are  too  often  byzantine  and  costly  to  business. 

Unfortunately,  the  House  has  drafted  a  mishmash  of  slop- 
py proposals  that  offer  unrealistic  and  sometimes  contradicto- 
ry solutions.  The  Senate,  a  more  deliberative  legislative  body, 
would  normally  serve  to  modify  the  unreasonable  and  take 
moderate,  bipartisan  steps  to  remedy  the  wrongs  of  the  stat- 
us quo. 

Sadly,  its  leaders  appear  to  have  another  agenda.  The  siren 
call  of  Presidential  politics  is  poisoning  the  legislative  at- 
mosphere of  the  Senate.  Some  aspirants  to  the  White  House 
are  increasingly  running  from  responsibility  in  their  run  for 
power.  Because  the  nomination  process  is  set  up  so  that 
courting  the  extreme  right  seems  to  be  essential  to  gaining 
the  nomination.  Presidential  hopefuls  appear  vdlling  and 
ready  to  sacrifice  the  nation's  well-being  in  the  process.  It  is 
a  shameful  spectacle. 

Most  disappointing  is  Senate  Majority  Leader  Bob  Dole 
(R-Kan.),  a  respected  lawmaker  who  has  built  a  Lifelong  rep- 
utation as  a  principled  pragmatist  who  is  more  interested  in 
solving  comphcated  policy  problems  than  scoring  poUtical 
points. 

In  his  bid  to  preempt  conservative  firebrands  such  as  Sen- 
ator Phil  Gramm  (R-Tex.)  and  Representative  Robert  K. 
Doman  (R-Calif.),  Dole  has  veered  rightward,  especially  on 


critical  economic  and  regulatory  issues.  True  Senate  consen 
fives  beUeve  that  there  is  nothing  more  important  to  t 
fiscal  security  of  America  than  balancing  its  budget.  But ) 
ing  this  while  also  cutting  taxes  sharply  defies  fiscal  logic; 
the  past,  Dole  has  been  a  deficit  hawk.  Now,  he  is  throvs); 
his  weight  behind  tax  cuts  just  when  the  country  h 
chance  of  becoming  fiscally  responsible  for  the  first  timi 
more  than  two  decades. 

On  the  key  issue  of  regulation  reform,  the  Senate  Majo 
Leader  has  ganged  up  with  other  hardliners  in  throwing 
support  behind  a  bill  that  could  allow  restrictions  on  rei 
tions  to  be  applied  retroactively  to  long-standing  health, 
ty,  and  environmental  rules.  An  alternative  biU  by  Wi 
Roth  Jr.  (R-Del.)  is  far  more  sensible,  dealing  with  cost 
efficiency  without  hamstringing  regulators. 

Presidential  politics  threatens  to  wreck  what  could  h 
been  a  year  of  historic  legislative  accomplishment.  In 
lurch  to  the  right,  the  Senate  leadership  appears  ready  to 
dorse  tax  cuts  and  legal  and  regulatory  reform  propo 
that  are  certain  to  lead  to  legislative  gridlock  and  Preside 
vetoes.  Nothing  vriU  be  solved,  and  the  usual  blame  game 
be  the  end  result.  Instead  of  hstening  to  their  camp 
strategists.  Senate  leaders  should  pay  heed  to  the  wise  v 
of  Senate  Budget  Committee  Chairman  Pete  V.  Dom 
(R-N.  M.),  who  is  trying  to  persuade  increasingly  reluctant 
low  Repubhcans  to  swallow  the  tough  cuts  needed  to  bal 
the  budget  by  2002. 

The  time  is  right  for  a  consensus-building  Senate  Maj 
leader  to  save  the  day  on  legal  refonn,  regulatory  re 
and  deficit  reduction.  The  middle  path  might  not  comple 
satisfy  fringe  groups.  However,  Dole,  and  other  contend 
may  find  that  doing  what's  right  for  the  country  is  good 
itics,  too. 


ENGAGEMENT,  NOT  EMBARGO,  IN  IRAN 


It  is  an  odd  sight  to  see  the  U.  S.  deeply  engaged  in  serious 
negotiations  with  one  outlaw  nation.  North  Korea,  while  it 
moves  to  totally  isolate  another  rogue  regime,  Iran.  The  em- 
bargo announced  by  President  Clinton  may  appear  sensible, 
given  Tehran's  propensity  to  support  terrorists  and  its  clear 
desire  to  build  nucleai'  weapons.  However,  Washington's  tough 
actions  may  end  up  yielding  only  angry  European  and  Japa- 
nese allies,  lost  U.S.  business,  and  an  even  more  paranoid, 
hostile  Persian  foe. 

By  trying  to  isolate  Iran,  rather  than  engage  it,  Washing- 
ton alienates  that  part  of  Iran's  governing  elite  that  has 
been  pushing  for  normal  relations  with  the  West.  In  fact, 
Tehran's  recent  decision  to  choose  Conoco  Inc.  rather  than  a 
French  company  to  develop  an  oil  field  was  the  first  obvious 
effort  to  begin  dealing  with  the  U.  S.,  at  least  in  naiTow  eco- 


nomic arenas,  since  the  hostage  crisis  that  ended  14  years  i 
Had  the  Clinton  Administration  permitted  Conoco  to  ] 
ceed,  it  might  have  been  the  first  of  many  bilateral  ties. 

As  it  is,  the  American  embargo  will  have  little  effect.  ( 
man/s  sales  to  Iran  totaled  $2  billion  in  1994,  and  it  hope 
sell  even  more.  France,  Britain,  and  other  nations  have 
made  it  clear  they  intend  to  go  on  ignoring  Washingtl 
pleas.  The  U.  S.  has  no  lock  on  oil-field  equipment  or  en€ 
technology,  and  Iran  will  shop  the  global  bazaars  for  whs 
needs.  ; 

If  there  is  a  model  for  restraining  outlaw  nations  f 
making  nuclear  weapons,  it  is  the  one  Washington  is  buil( 
with  Pyongyang.  It  involves  both  carrots  and  sticks.  So  fs 
appears  to  be  working  in  north  Asia.  It's  probably  the  h 
shot  in  the  Middle  East  as  well. 
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Be  prepared.  It  was  good  aiwice 

when  you  were  a  sci'iit.  It  you  ask  city 
officials  in  San  Francisco,  it  still  is. 


under  intense  pressure,  we  miyht  add. 

It  was  also  reassuring  that  AST  ranked 
amon,!4  the  "best"  in  PC  World  Magazine's 


To  help  prepare  for  any  eventuality       reliability  and  service  study. 


on  the  Richter  scale,  the  San  Francisco 


That  goes  tor  our  entire  line  ot  pri 


Office  of  Emergency  Services  chose  AST"      ucts,  including  Ascentia^"  notebooks, 


computers,  totirteen  desktops  cimnected  ti_) 
a  server.  All  bolted  to  their  desks,  naturally. 

At  a  moment's  notice,  they're  ready  to 
help  police,  fire,  housing,  transportation, 
water  and  power  employees  restore  city 
services.  Hospitals  and  ambulances  are 
connected,  too.  So's  the  governor. 

City  officials  chose  AST  for  many 
reasons.  Easy  start-up,  to  name  one.  Ease 
of  use  by  people  from  a  broad  range  of  city 
departments  was  just  as  important.  People 
YOU    'LL       LIKE  TH 


Premmia'"  and  Bravo  business  desktop.^. 
Advantage!  PCs  for  home  or  small  office 
and  Manhattan'"  servers. 

Finally,  the  tact  that  AST  is  one  of  the 
workl's  largest  PC  companies  also  went 
a  long  way  toward  easing  jitters  about 
installing  any  new  computer  network. 

For  information,  call  l-800'876-4AST. 
Maybe  there's  something  vital  and  impor- 
tant yt)u  should  be  extra  prepared  for.  You 
know,  something  like  tomorrow's  meeting. 
E       WAY        WE  WORK 


<&IWS  AST  Kt-scdi-L-fi ,  Int  All  niihf.  }evmd  AST  and  Advanla:^^ '  mv  iv^nMcivJ  tnidcwtnks  ,ij  AST  Rcvarch.  /iil  AST  (  nm/iHlci.  i\k  ANT  In;;,,,  AvLtiiliii.  JVLiiimui, 
MunlwHim,  iinj  "WniU  \jk^  The  Way  \Vc  \V,nk"  arc  nadcmark'.  ,,/  ,AST  Kl^lhil/i,  Iik  All  ,,(lici-  /ii,„linr  ,.i  -.civile  na!lK^  mciuuncj  herein  wat  he  lradcn\arL^  ,,i  u'^isliuil 
irademarU     then  tc^l'CLlivc  nwncrs    PC' TOirlil,  Jiiiif  |W4 
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$3 0,000 

IS  CI  lot  of 
Tho  hciA  the  otlmr 
litxitry  car  companies 
AoWt  tliinlz  so. 


IntroAiicing  the  Infiniti  ISO. 
Flagship  styling,  space  an  A  performance 
for  aroun 

Never  hefore  lias  a  company  worked  so  Jlligentli/  to  create  a  miJ-priceJ 
luxury  seJan  that  incorporates  the  styling,  space,  performance,  safety  anJ  luxu- 
ry ol  their  flaqship  model.  Witness  the  extraorJinari/  Liliniti  130. 

Through  innovative  technology,  revolutionary  design  and  sophisticated 
thinking,  Infiniti  has  created  a  true  luxury  car  for  around  ■*^30,000.  One  that 
doesn  t  sacrifice  performance  for  luxury.  Or  luxury  lor  performance. 

Step  inside  the  130  and  you  II  experience  a  luxurious  interior  conceived 
to  hiend  sophistication  and  confort  with  state-of-the-art  ergonomics. 

The  130  actuallii  has  a  larger  interior  than  the  Lexus  ES  300,  BMW 
5  Series  and  Mercedes  E  Class  luxury  sedans.  It  even  has  niore  head  room 
and  front  leg  room  than  the  Rolls  Royce  Silver  Spur  III. 

But  where  the  130  truly  redefines  the  inid-priced  luxury  sedan  is  under 
the  hood.  It  possesses  a  revolutionary  100-horsepower,  low-friction  \  '0  that 
can  out-accelerate  many  luxury  I  'lSs.  In  fact,  its  0-to-OO  tune  is  faster  than 
the  BMW740i,  Mercedes-Benz  S420  and  Lexus  LS  400" 

For  around  !lp30,000,  )nost  luxury  car  companies  will  offer  you  a  car 
that  only  looks  like  their  niost  expensive  model.  One  that  is  under-powered, 
under-spaced,  and  under-appointed. 

Infiniti  thinks  you  deserve  more.  Thats  why  the  130  is  dedicated  to  giving 
you  flagship  styling  and  safety,  with  more  performance,  more  space  and  more 
luxurii  than  i/ou  ever  thouqht  ^^30,000  could  huif. 


INFINITI 


if  tliaras  sometliing  missing 
from  your  $30^000  luxury  car, 
you  11  prohcihly  fitiA  it  in  ours. 


So)}ic  miJ-pnccJ  luxiin/  scJans 
slnipli/  Jon  I  IhiL  C  llic  Sl1))ic  sLviJarJs 
of  liixurij  an  J  performance  a  s  the 
liicilicr-priccJ  sihlinqs. 

Bui  not  the  Injlniti  130. 

I  lie  130  lias  a  luxurious  interior 
icilli  all  tlie  amenities.  /\  si.x-speaher 
Bose  auJio  si/slem  u  i  til  CI)  an  J 
cassette,  anJ  Jni  eranJ  Irani  passen- 
ger pou  er  seals  are  just  a  feu: 

I  lie  er(.]ononiicallii  JesianeJ cahin 
also  features  an  optional  InlearaleJ 
I  lomel jnk  Iran  smilter:'  y\  n  iimora- 
liie  remote  control SL/slem,  it  can  Ivpro- 
ciramnieJ  k>  control  raJio-operateJ (jaratfc 


Joors,  aates  aiiJ securiti/  systems. 

Simplif  al^'ce  uiiJer  tlie  liooJ anJ 
IjOU  IllinJa  remarhal-'lii  compact  100- 
lip,  \  0,  all-aluminum  encinie  tlial  allows 
lor  a  more  spacious  interior  calvn. 

StuJij  the  130  anJ  i/ou'll  see  that 
its  enciineereJ  with  rear  Multi-Link 
Beam  suspension  lor  a  smooth  riJe 
anJ superh  hanJIiih].  llie  130  is  also 
CLjtiippeJ  with  J -wheel  anti-loch 
hrahes,  Jual air  haas,  anJ protectire 
steel  side  door  auarJ  heams. 

But  the  most  reicarJincj  component 
in  the  130  is  the  personal anJ attentive 
senice  hestoweJ  upon  all  memhers  oj 


the  Inliiiiti  lamilif.  Bvcry  Infiniti  owner 
enjoi/s  1  he  loialOu  nership  h.xpericncc, 
2rl-liour  RoaJsiJcj  \ssisLvice  and  a  fi'cc 
sen  ice  loan  car. 

I  'nlihe  other  liixurii  car  companies, 
Inliiiiti  recoani:es  ^30,000  is  a  suh- 
slantial amount  ol  monei/.  Thais  why 
the  130 meets  thehiyhesi  standards  oj 
luxurii  and  peiiormance  ever  imayined 
lor  a  mid-pnced  luxiirii  sedan. 

For  more  inlormation  on  the  luxu- 
rious 130  or  am/  ol  the  other  liiliniti 
luxury  sedans,  call  I-SOO-335-1443 
and  ash  lor  the  130  video  and  Ivochurc. 

I  N  F  I  N  I  T  I  . 


<  1  1005  Infinil,  fhu.^n',1  o/A'ijj.ii,  MoU'r  Cnrfvrulnv,  /  '  S  .  \  liosci.'.,  rc,j:.':lcn-J  I  rajcnnlri- of  Hos.-  Corporal,o„  '  l^stomUcJ  .\  t  Sl<  I  \ll  li,„c  ol  pnntnui  lo,  lOOO  IJ^O  tasc 
,„.,l-l,„.  I,J,„.,  Jc,h,u,h.w  clung,:.,  culuj,,,.,  (,Mvy,  hiL:  Lv„sc  o,iJ  ophoils  I K-M  sWs  .,a„J  pncc  ' ;  lAICV/(  '5,  \C  ccrhfu-J  Icshi,,,  Mini,  1005  K^LnJani  o„  l.calL-r- 
.\ppoi:ilcJ  u,iJ  lunnnj  luojcls     S7,,'.»i  c,l,.~  ilil'iccl  lo  aiaiLhildy  al  pariioipatnui  JciL'i  -  i,  ill,  sjicjulcj  sen  icc  jppoinhiict  Jlinn.j  ncu  car  klstc  limilcj  ,i  arraiily. 


To  Our  Readers 


AROUND  THE  WORLD 
IN  41  YEARS 


On  a  clear,  bone-chilling  March  day  in 
1954,  a  tall,  23-year-old  Dartmouth 
College  graduate  named  John  Wills 
Patten  walked  into  the  Chicago  office  of  Mc- 
Graw-Hill to  start  work  as  a  trainee.  His 
job:  to  sell  classified  advertising  for  the  com- 
pany's trade  magazines.  Thus  began  a  wide- 
ranging  career  at  McGraw-Hill  that  culminat- 
ed in  a  10-year  reign  as  publisher,  then 
president,  of  business  week.  Now,  41  years 
later.  Jack  is  retiring. 

Jack's  work  took  him  all  over  the  world  on 
a  remarkable  variety  of  tasks.  He  traveled 
through  New  England  selling  advertising  for 
McGraw-Hill's  mining  magazines.  He  opened 
the  company's  regional  office  in  Denver.  And 
for  13  years,  he  was  based  in  London  as  Eu- 
ropean director  for  all  of  McGraw-Hill's  mag- 
azines— a  job  that  frequently  took  him  to  the 
Middle  East  as  well.  After  returning  to  New 
York,  Jack  was  named  publisher  of  Aviation 
Week,  a  dream  job  for  an  Air  Force  veteran 
who  still  enjoys  flying  small  planes. 

Jack  became  pubhsher  of  business  week 
in  1985,  presiding  over  some  of  the  maga- 
zine's most  successful  years.  On  his  watch, 
our  wox'ldwide  cu-culation  grew  to  more  than 
1  million,  the  largest  of  any  business  maga- 
zine. Anticipating  the  globalization  of  busi- 
ness, Jack  expanded  our  international 
edition  and  helped  to  launch  three  foreign- 
language  editions — in  China,  Russia,  and 
Poland.  Last  year,  business  week  won  the 
National  Magazine  Aw.n-.l  ^\>v  Cu-\M'Va\  ExtI- 


JOHN  W.  PATTEN,  PRESIDENT 


lence,  the  highest  honor  in  our  industry. 

To  those  of  us  who  have  worked  with  him, 
Jack  has  been  more  than  an  accomplished 
and  dedicated  publisher  He's  an  endearing 
man — warm,  quick  with  a  quip,  generous  in 
his  praise  for  a  job  well  done,  and  strong  in 
times  of  stress.  Jack,  who  played  end  on  the 
Dartmouth  football  team,  is  an  avid  sports- 
man who  loves  to  fish,  hunt,  and  play  golf 
(his  handicap  is  12).  He  and  his  wife,  Caro- 
Hne,  have  two  sons,  who  are  also  in  the  mag- 
azine business:  John  sells  advertising  for 
National  Geographic,  and  James  helps  plan 
special  events  for  business  week. 

Writer  Beryl  Markham  once  said:  "If  a 
man  has  any  gi'eatness  in  him,  it  comes  to 
light,  not  in  one  flamboyant  hour,  but  in  the 
ledger  of  his  daily  work." 

That's  Jack — and  we  shall  miss  him. 


SIGNING  THE  BW  CHINA  DEAL  IN  1986 
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The  dissidents'  attorney, 
Kevin  McBride,  figures  the 
concessions  were  worth  about 
$200  a  share.  But  workers  re- 
ceived stock  that  started 
trading  at  $88.  Even  though 
workers  paid  extra  for  con- 
trol of  the  company,  McBride 
says  the  price  was  too  high. 
The  suit  targets  the  ESOP's 
trustee,  State  Street  Bank  & 
Trust,  which  was  supposed  to 
make  sure  the  deal  was  fair. 
The  bank  insists  it  acted  in 
the  employees'  best  interests. 
United  itself  is  not  named. 

Will  the  suit  fly?  Since 
ESOPs  started  in  1974 — there 
ai-e  10,000  now — only  75  suits 
have  been  filed  alleging  over- 
pricing. Employees  have  won 
half  of  them,  reports  the  Na- 
tional Center  for  Employee 
Ownership.  The  center's  ex- 
ecutive director,  Corey  Ro- 
sen, says  plaintiffs  often  lose 
if  the  stock  is  rising,  ual's 
stock  price  has  risen  30%,  to 
$115  since  the  deal  went 
through.      Susa7i  Chandler 


TAKEN?  Workers  are  suing 
ESOP  FABLES 

UNITED  WORKERS: 
WEWUZ  ROBBED! 

UNITED  airlines'  WORKERS 

ovei-paid  more  than  $1  billion 
for  the  earner  last  year,  al- 
leges a  federal  suit  filed  by 
three  employees.  To  imple- 
ment their  employee  stock 
ownership  plan,  or  ESOP, 
United  workers  made  $5  bil- 
lion in  wage  and  work-rule 
concessions  in  return  for  55% 
of  the  company's  shares. 


EXECUTIVE  SUITES 


A  MEDIA  KING'S  COZY  CASTLES 


THE  AUSTERITY 

Conrad  Black  brings 
to  his  latest  major 
acquisition  doesn't 
apply  to  executive 
hving  quarters.  Lay- 
offs, employee  buy- 
outs, and  cost-cutting 
have  been  the  watch- 
words at  the  Chicago  BLACK: 
Sun-Titnes  since  the  pieds-a 
city's  feisty  second 
newspaper  became  part  of 
Black's  media  empire  13 
months  ago.  But  the  paper's 
parent,  American  Publish- 
ing, has  shelled  out  $4  million 
on  real  estate  for  executives. 

Some  $;?  million  bought  a 
New  Yoi'k  co-op  for  megamil- 
lionaire  Black  to  ase  rent-fi-ee, 
according  to  the  company's 
recent  proxy.  An  additional 
$1  million  went  to  buy  a  Chi- 
cago condo  foi-  Chairman  Da- 


Posh 
-terre 


vid  Radler,  a  Vancou- 
ver (B.C.)  resident 
who  needs  a  place  to 
stay  when  visiting. 
Union  leaders  grouse 
_  ^  that  it's  a  lot  of  mon- 
^1  ey  for  a  seven-year- 
old  company  that  just 
^1  tiuTied  its  first  annual 
profit. 

Radler  says  the 
Chicago  condo  is  an 
investment  and  a  better  deal 
for  shareholders  than  costly 
hotel  bills.  He  adds  that 
Black's  co-op  will  be  used  "to 
make  this  company  grow." 

Growth  is  sorely  needed  at 
the  Sun-Times,  whose  ciix-ula- 
tion  has  fallen  4%-,  to  500,969, 
since  American  Publishing 
took  over.  Since  then,  inves- 
tors have  watched  theii'  stock 
drop  to  10,  from  a  52-week 
high  of  15.    Susan  Charuiler 


TALK  SHOW  Ul  feel  after  this  decision  that  we're  all  gre 
Americans." 

— Naturalized  American  Rupert  Murdoch,  after  the  FCC  al- 
lowed his  News  Corp.  to  seek  a  waiver  of  U.S.  ownership  limits. 


THE  FEDS 


LIVE  FREE  AND  DIE? 


SAY  FAREWELL  TO  A  WHOLE 

truckload  of  Washington- 
mandated  highway  safety 
i-ules:  the  55-mph  speed  limit, 
mandatory  seat  belt  use,  and 
required  motorcycle  helmets. 
Congress  wants  to  ax  these 
regs  as  part  of  a  drive  to  give 
more  power  to  the  states. 

While  states 
technically  aren't 
bound  by  Uncle 
Sam's  rules, 
those  that  flout 
them  lose  a 
chunk  of  federal 
highway  funds. 
Critics,  though, 
think  highway 
laws  should  be 
tailored  to  local 
conditions.  West- 
erners particulai'- 
ly  question  the 
federal  speed  limit  when 
there  ai'e  vast  stretches  be- 
tween tovms.  "Each  state  is 
the  best  judge  of  what  the 
speed  limit  should  be  on  its 
highways,"  gi-ipes  Senator 
Don  Ni'ckles  (R-Okla.).  He  is 
fighting  to  repeal  the  speed 
limit  as  part  of  a  pending 
highway  spending  bill. 


Rule-backers  fear  Nicli 
populai-  plan  will  lead  to  n 
fatalities.  They  note  thai 
1974,  when  the  55-mph  sp 
limit  took  effect,  car-rek 
deaths  dropped  by 
When  the  limit  rose  in  1 
to  65  mph  in  most  areas, 
talities  shot  up  about  20% 


DRIVE  TIME:  Federal  safety  rules  may 


tionwide,  says  Jacqueline 
Ian  of  the  Advocates 
Highway  &  Auto  Safety. 
Nickles  says  states  can  \o^ 
speeds  in  accident-prone  i 
as.  Even  with  opposition  fi 
the  powerful  auto-insura 
industi-y,  it  looks  like  a  cl 
road  ahead  for  many  of 
changes.  Christina  Del  Vt 


THE  LIST  FIGHT!  SELL! 


Colleges  and  universities,  later  to  the  licensing  game  than 
pro  sports,  are  making  up  for  lost  time.  Sporting  logos  anc| 
names  on  everything  from  T-shirts  to  credit  cards  has  bios-j 
somed  into  a  $2.5  billion  business.  According  to  industry  ; 
consultant  John  Bevilaqua,  being  a  perennial  powerhouse 
such  as  Notre  Dame — which  had  top  royalties  despite  a  soi 
so  football  season — doesn't  hurt.  Winning  the  national  foo| 
ball  title  helped  Nebraska  break  into  the  top  five. 

TOP-SELLiNG  COLLEGE 
MERCHANDISE 

LICENSER  REVENUE*  MIU.IONS 


NOTRE  DAME 

$7.8 

MICHIGAN 

5.8 

FLORIDA  STATE 

3.0 

NORTH  CAROLINA 

1.8 

NEBRASKA 

1.7 

'Estimates  for  year  ending  Mar  31, 1995 

DATA:  BEVILAQUA  INTERNATIONAL  INC-,  COLLEGIATE  LICENSING  CO..  aORIDA 

STATE  UNIVERSin.  UNIVERSITY  Of  NORTH  CAROUNA,  UNIVERSmf  OF  NEBRASKA 

TOPS  IN  TOC^ 
THE  IRISH 


The  Choice 


►  78% 

of  the  Most  Valuable 
U.S.  Companies  rely 
on  The  Corporate  Card 
Program  from 
American  Express. 


The  Reason. 

Financial  World's  Most  Valuable  Companies  understand  the  value  of  expense  manage- 
ment And  when  it  comes  to  travel  and  entertainment  expenses,  78%  have  chosen  The 
Corporate  Card  Program  from  American  Express.  With  over  20  years  of  experience,  we 
offer  a  depth  of  resources  that  the  newer  Corporate  Card  providers  can't  match.  Like  our 
global  capabilities.  We  help  companies  consolidate  and  manage  all  aspects  of  their  T&E 
worldwide  -  from  capturing  and  integrating  global  spending  information  to  assisting 
employees  wherever  business  takes  them  Across  town  and  around  the  globe,  we're  rec- 
ognized as  a  valuable  asset. 

Source  The  100  Most  Valuable  Companies  as  listed  in  Financial  Worlds  Market  Value  500,  January  31.  1995  Percentage  based  on  Amerrcan  Express 
informatron  as  of  1/1/95  ©1995  American  Express  Travel  Related  Services  Company,  Inc 


Travel 
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HORSE  LATITUDES 


SPORTS  BIZ 

NOT  YOUR  FATHER'S  0TB  PARLOR  

it  shows  simul- 
cast races  from 
North  American 
tracks — horses 
and  greyhounds 
— on  four  mas- 
sive overhead 
screens  and  hun- 
(h-eds  of  TVS.  On 
Kentucky  Derby 
day,  May  6,  it 
i-aked  in  $i30,000, 
I'our   times  its 
downtown  prede- 
cessor's take.  New  York  and 
Ilhnois  are  trying  a  similar 
approach,  although  nothing  on 
Sports  Haven's  scale. 

The  pitch  is  geared  to 
younger  customers,  not  the 
typical  middle-age  otb  crowd. 
Says  Autotote  President  Rick 
Cowan:  "It's  vitally  important 
if  racing  is  to  siu-vive."  Horse 
betting  at  the  track  is  declin- 
ing (down  5.5%,  to  $8.8  bil- 
lion, in  1993)  because  of  casi- 
no gambling's  rise.  Offtrack 
wagering,  now  in  11  states, 
rose  4%  in  '93,  to  $4.8  bilhon, 
only  because  more  states  are 
adding  it.  Oklahoma,  for  in- 
sanda/s  are  J'^^t  0.  K.'d  the  idea, 

^'^e  real  sprinf  K  While  otb  wagers  ar-e  climb- 

Dillr 


GLITZ    HAS   COME    TO  THE 

giltty  world  of  offtrack  bet- 
ting. In  New  Haven,  a  Ve- 
gas-like entertainment  empor- 
ium has  just  opened,  offering 
a  shark  tank,  a  discotheque, 
upscale  bars,  leather  sofas — 
and  oh,  yes,  wagering. 

Autotote  Enterprises, 
which  owns  and  nms  the  Nut- 
meg State's  OTB  pai'loi-s,  spent 
$9  million  to  buy  and  fix  up 
the  four-story  building  a  la 
Caesai-'s.  Called  Sports  Haven, 


THE  BIG  PICTURE 


Sports^ 


\  SPORTS  SftHO 

CROSS 
IRMNtR 

SOCCtR 
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'"on  athlet,c  ' 
footwear  ,ndustry,. 
^hose  overall 
f[owth  rate  has  ' 
''owed  from  9%  : 

"";990  to  3%/ 
last  year. 

Basketball 
shoes  are  " 
st//l  the 
^'S  leader 


mg  m  Connecticut,  the 
amount  bet  has  been 
falling  in  New  York,  the 
largest  otb  state,  since 
1988.         Doug  Royalty 


DRAWN  &  QUARTERED 


%E  COLLAR 


Vou'Ve  BeeN  SFteNDiKS 
wiTH  THar  FaMiUY 


CAVEAT  EMPTOR 

SCAVENGERS  WHO 
PICK  THE  BONES' 

THE   LATEST  TRICK   IN  THE 

con  artist's  playbook  is  scam- 
ming  victims  of  telemarket- 
ing fraud  foi'  the  second  time. 
In  this  scheme, 
called  "the  recoverj' 
room,"  swindlers  of- 
fer to  recover  the 
victim's  earlier  loss- 
es on  everything 
from  phony  prize 
promotions  to  fake 
wireless  cable  li- 
censes. Some  victims 
forked  over  more 
$100,000  to  recovery  r-ooms. 

Con  artists  buy  "sucker 
lists"  from  other  scamsters 
for  as  much  as  $10  per 
name — mostly  those  of  home- 
bound  seniors  isolated  ft'om 
sound  advice — who  have  pre- 
viously been  ripped  off.  Pock- 


have 
than 


eting  an  advance  fee  th 
normally  ranges  fr-om  $400 
$4,000,  the  scamsters  opera 
imder-  such  r'espectable-soun 
ing  names  as  the  Bureau 
Consumer  Awareness  and  t 
Consumer  Protection  Fou 
dation,  the  feds  say.  "They' 
scavengers  who  pick  tl 
bones  of  peopk 
says  Federal  TVai 
Commission  attc 
ney  David  Fix. 

In  one  case,  a  i 
tiree  who  had  lo 
$100,000  on  a  pri 
promotion  scher 
wired  $250  to  St 
ven  Tinsley,  a  salesman  vd 
Refund  Infor-mation  Servic 
in  Las  Vegas.  The  cash  car 
fr-om  the  r-etiree's  Social  S 
curity  payments.  Tinsk 
pleaded  guilty  in  FebrTiary 
mail  and  wire  fraud  and  is 
jail  awaiting  sentencing.  H 
recovery  room  is  no  long 
in  business.     Phillip  Zwe 
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THE  BEST  B-SCHOOL  FOR  GAYS:  HARVARD 


bill 


1994 
sports 
dais' $100 
,"T"lon. 


ion  in 
vs. 
san- 


HARVARD  BUSINESS  SCHOOL  IS 

at  the  top  of  one  list — as  the 
most  gay-fiiendly  of  the  lead- 
ing MBA  schools.  That's  some- 
thing, given  its  slide  late- 
ly in  the  B-school  ratings 
game.  In  1994's  business 
WEEK  poll.  Harvard  fell 
two  places  to  No.  5,  its 
lowest  ranking  ever. 

The  gay  study,  the 
first  of  its  kind,  ranks 
and  grades  the  22  best 
B-schools  on  eight  crite- 
ria, such  as:  Do  they 


have  WT'itten  nondiscr'imina- 
tion  policies  explicitly  men- 
tioning sexual  orientation? 
The  study  is  authored  by  Ja- 

Gay-Friendly 


RANK/SCHOOL 

GRADE 

RANK/SCHOOL  GRADE 

1 .  HARVARD 

A 

18.  DUKE 

D 

2.  STANFORD 

A 

19.  N.  CAROLINA 

D 

3.  YALE 

A- 

20.  TEXAS 

D 

4.  MICHIGAN 

B+ 

21.  use 

D 

5.  NYU 

B+ 

22.  PURDUE 

F 

son  Lor-ber,  an  MBA  stude 
at  Stanford  Umversity,  whi^ 
funded  the  six-month 
search  effort. 

While  Stanford  and  Ha 
vard  both  get  As,  Harva: 
r-anks  slightly  ahead.  Piu"du< 
Kr-annert  School  is  the  on 
top  business  school 
flunk.  Reason:  It  lact. 
among  other  things,  d 
mestic-partner  benefi 
for-  students  and  facul 
members.  Dean  Denr 
Weidenaar    says  th 
doesn't  mean  the  scho 
is  antigay:  "We  don't  di 
criminate  against  an 
body."         John  Byri 


FOOTNOTES  Delinquent  debtors  who  cited  unemployment  as  their  excuse  for  missing  payments:  1992,  53%;  1994,  27% 


The  Choice 


70% 

of  the  Most  Profitable 
U.S.  Companies  rely 
on  The  Corporate  Card 
Program  from 
American  Express. 


The  Reason. 

Perhaps  no  companies  are  as  money-wise  as  those  deemed  the  year's  Most  Profitable.  For  70% 
of  them,  The  Corporate  Card  Program  from  American  Express  is  the  choice  for  managing  T&E 
expenses.  While  some  corporate  cards  focus  on  short-term  "deals,"  we  look  for  long-term  ways 
to  save  companies  money.  We  provide  information  that's  actionable  -  to  monitor  spending  and 
improve  purchasing  power.  And  throughout  our  partnership,  we  keep  customers  looking  for- 
ward, identifying  new  opportunities  to  improve  the  T&E  management  process  After  more  than 
20  years  of  experience,  we  offer  the  tools  that  companies  can  really  profit  from. 

Source  200  of  the  Mo5t  Profilable  Large  Companies  in  America  as  listed  in  Hoover's  Hdndbook  of  American  Business  1995  Percentage  based  on  American 
Express  information  as  of  1/1/95  ©1995  American  Express  Travel  Related  Services  Company,  Inc 


Travel 

Management 


EXCELLENT  USE  of 

available  lundj 
LTHOUGH  PEDESTRIAN 
access  may  NOT 

BE  UP  TO  CODE. 


E  Genius  o  f  a  truly 
It  building  goes  well  beyond 
elements  which  give  it  a  spec- 
ilar  appearance. 

A  great  building  must  also 
?al  itself  to  be  a  great  environ- 
it.  This  means  comfortable 
oor  temperatures.  Superior 
uing.  Proper  humidity  levels, 
well,  the  ability  to  accommo- 
?  the  various  needs  of  those  who 
abit  it. 

At  Johnson  Controls,  our 
suit  is  to  create  the  ideal  build- 
environment. 


One  oi  the  most  practical 
ways  to  achieve  this  is  through 
outsourcing.  This  is  a  tool  whereby 
you  contract  with  an  outside 
company  to  perform  typically  in- 
house  services  that  are  often  quite 
distinct  trom  your  core  business. 

We  have  over  40  years'  experi- 
ence in  integrated  facility  manage- 
ment, and  the  skills  necessary  to 
manage  an  entire  building.  This 
includes  energy  management.  Data 
and  telecommunications  network 
support.  Even  structural  maintenance. 

Our  approach  to  outsourcing 


also  means  you'll  be  able  to  deal  with 
today's  complex  regulatory  climate. 
We  know  the  issues,  trom  air  quality 
to  disability  requirements. 

As  the  experienced  leader,  we've 
proven  that  any  building  can  realize 
its  maximum  potential.  Why  should 
your  building  be  an  exception? 

Perhaps  it's  time  you  con- 
sidered Johnson  Controls.  People 
committed  to  improving  life  in  the 
great  indoors.  To  learn  more,  call 
1-800-972-8040  ext.  131. 

JQHNSON 
CONTRilS 
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KIRK  AND  LEE'S 
CHRYSLER  ADVENTURE 


I  would  like  to  comment  on  "Target: 
Chi-ysler"  (Cover  Stoiy,  Apr.  24).  Final- 
ly, your-  writers  and  editors  have  come 
to  the  realization,  long  understood  in 
the  auto  industi-y,  that  Lee  lacocca  has 
never  had  Chiysler  Coi"p.,  its  stockhold- 
ers, or  employees  as  his  central  intei-est. 

The  truth  is  that  lacocca  was  not  the 
genius  behind  the  Ford  Mustang.  His 
contribution  to  Ford  was  the  Pinto  and 
Maverick  and  an  attempted  coup  against 
Henry  Ford  II  that  cost  him  his  job 
there.  At  Chrysler,  he  marketed  the 
company  in  the  1990s  cjuite  successfully, 
but  he  had,  in  the  end,  to  be  forced 
into  retirement  by  the  board.  It  was 
Robert  Eaton  and  Robert  Lutz  who 
managed  to  turn  Chiysler  into  a  world- 
class  auto  producer  with  some  of  the 
most  innovative  products  on  the  road 
in  its  lineup. 

For  the  customers,  suppliers,  and  em- 
ployees of  Chrysler,  a  successful  endeav- 
or by  Kii'k  Kerkorian  and  lacocca  would 
be  a  disaster. 

Geoffrey  K.  Wascher 
*  Utica,  Mich. 

"A  gi'eedy  gi-ab  for  Chrysleri'  (Editori- 
als, May  1)  is  right  on.  However,  you 
ignore  the  central  issue. 

We  have  a  public  market  for  shares 
and,  as  such,  investors  are  allowed  to 
bid,  and  directors  and  shareholders  ai'e 
faced  with  decisions.  As  you  point  out, 
there  is  a  lot  of  gi'eed  involved  in  this  is- 
sue, but  a  free  mai'ket  is  the  most  impoi- 
tant  issue,  and  it  should  be  allowed  to 
ran  its  course.  Damage  is  a  possibility, 
but  damage  to  the  free-market  system 
by  short-cutting  the  process  would  be 
far  greater. 

John  Buri'ess 
Winston-Salem,  N.  C. 

WHAT'S  A  CEO  WORTH 
-AND  WHEN? 


In  your  recent  article  "CEO  pay: 
Ready  for  takeoff  (Special  Report, 
Apr.  24),  you  offer  two  yardsticks  for 


CORRECTIONS  &  CURiFICATiON 

in  "Turmoil  at  Salomon"  (Cover  Story,  Ma^ 
one  of  the  executives  who  left  the  Wall  St 
firm  to  join  Long-Term  Capital  Managen^ 
was  misidentified.  He  is  Myron  S.  Schol 

In  an  Apr.  24  editorial,  "Advice  to  Jap 
Start  importing  more,"  business  week  in( 
rectly  stated  that  foreign  trade  zones  al 
companies  to  import  Japanese-made  c( 
ponents  tariff-free.  In  fact,  car  manufac 
ers  get  a  50%  reduction  in  duties  on  p< 
imported  into  the  zone,  from  5%  to  2.1 


measuring  the  compensation  of  to] 
ecutives,  one  relating  to  how  g0( 
job  the  boss  did  for  shareholders 
the  other  to  how  well  the  boss  di( 
the  company. 

Many  in  the  finance  industry  w 
argue  that  the  only  meaningful  wa 
judge  company  performance  is 
on  the  returns  provided  to  sharehol 
and  that  it  is  in  fact  dangerou 
judge  the  performance  of  comp 
based  on  traditional  accounting 
ures  such  as  return  on  ecjuity.  The 
son  this  practice  is  dangerous  is 
accounting  measures  fail  to  consist 
ly  indicate  the  actual  health  and  v 
of  companies. 

At  the  end  of  the  day,  I  am  in\ 
ing  in  management's  ability  to  gene 
an  appropriate  return  on  my  inv 
ment,  which  can  only  be  measured 
cording  to  the  shareholder  returns 
dividends  and  capital  gains)  that  I 
ceive.  It  is  only  appropriate,  therel 
that  the  executives  should  be  paid 
cording  to  how  well  they  perform 
me  and  for  the  other  owners  of 
company. 

Todd  Luk 
Alcar  Gi 
Wanchai,  Hong  K 
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How  refi-eshing  it  was  to  read  al 
Cabletron  Systems  Inc.'s  Presiden 
Robert  Levine  and  Chairman  Craij 
Benson,  who  take  annual  salarie 
$52,000  a  year.  In  light  of  the  con 
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fOUR  NEXT  SALES  OFFICE  SHOULD 
BE  AS  REWARDING  AS  YOUR  FIRSX 


Your  lemonade  stand  was  voiir  very  hrst  taste  of 
treprcneurial  success.  You've  been  thu'stina  for 
)re  ever  since. 

At  Cushman  &  Wakefield,  we  understand  that 
-  right  space  can  inspire  the  htiman  spirit.  That's 
ly  it's  our  mission  to  create  real  estate  solutions 
It  satisfy  your  individual  needs  and  increase  your 
oductivity. 

From  our  experience,  knowlcdi^e  and  research 
pabilities  to  our  creative  problem-solving,  our  people 


are  unmatched  in  the  real  estate  industry. 

hi  fact,  nobod\'  represents  more  "bortune  500"" 
companies,  emers^ini^  market  leaders  and  businesses  of 
all  sizes  —  here  and  around  the  world. 

After  all,  your  business  has  expanded  a  bit.  T^  learn 
more  about  our  real  estate  services,  call  1-800-346-6789. 


CUSIMANft 


A  ROCKEFELLER  GROUP  CXJMPANY 


Improving  your  place 
in  the  world. 


FICE  AND  INDUSTRIAL  SHRVICtiS  ASSHT  SERVICHS  ITNANCIAL  SERVICES  VALUATION  ADVISORY  SERVICES 

RESEARCH  SERVICES  WORLDWIDE  CORPORATE  SERVICES 


FIVE  REASONS  TO  BUY 
TI  PRINTERS. 

All  kidding  aside,  a  lower  price  is  only  one  of  the  advantages 
we  have  over  HP.  Here  are  some  others: 
i  YOU  MONEY.  Not  only  do  Pro  series  printers  from  Texas 
instruments  cost  less  to  purchase  than  comparable  HP 
models,  longer-lasting  toner  cartridges  and  Imaging  units 
raiean  our  printers  also  cost  less  to  operate.  All  of  which 
makes  them  a  smart  Investment. 
TAMPING  SUPPORT.  Since  the  purchase  of  any  printer  is  a 
rather  significant  one,  we  offer  a  30-dav  risk-free  trial*.  And 
because  we  understand  that  when  your  printer  stops,  so  does 
your  business,  we  provide  a  repair  warranty*,  complete  with 
door-to-door  pick-up  service. 

LY^COMPATIBLE.  Every  TI  laser  printer  we  make  comes 
DOS/Windows/Mac  compatible,  at  no  extra  charge. 
;R  PAPER  HANDLING.  If  you  like  HP's  paper  handling,  you'll 
appreciate  our  Pro  series  printers.  They  come  standard  with 
not  one,  but  two  250-page  paper  trays. 
FRIENDLY.  To  simplify  your  life,  we  offer  a  convenient 
feature  which  allows  you  to  switch  automatically  between 
Windows  and  Mac  environments,  at  no  additional  charge.  And 
speaking  of  simple,  nothing's  easier  to  set  up  than  a  TI  printer. 
Just  follow  pur  step-by-step  Instructional  reference  card. 

Of  course,  these  are  just  some  of  the  reasons  a  printer 
from  Texas  Instruments  Is  the  right  solution  for  your  business 
needs.  To  learn  of  others,  call  us  at  1  -800-TI-TEXAS,  or  e-mail 
us  at  2ti@msg.com  for  a  free  brochure.  Or  print  your  own 
literature  from  our  new  Home  Page  on  the  Internet  (www.ti.com). 

I  .  o 

EX  TENDING     YOUR     RE  A  C  H" 

Texas 
Instruments 


8920  FORMS  PRINTER 

Under  $2,400 
A  heavy-duty  dot  matrix  printer 
for  up  to  '^-part  business  forms. 

Adjustable  1 8-pin  printhead. 

five  print  speeds,  zero  tear-off 

for  forms  waste  elimination. 

Windows"-'/DOS  compatible. 


MICROLASER  POWERPRO 

Under  $1,750 

Ideal  for  heavy  graphics  printing. 
600  dpi.  12  ppm.  67  scalable  fonts, 
a  turbo-charged  processor. 
Mac^/Windows/DOS  compatible. 
Optional  multi-network 
interface  available. 


MICROLASER  PRO  E 

Under  $1,450 

Ideal  for  volume-intensive 
workgroups.  oOO  dpi.  12  ppm, 

500  sheet  capacity 
(two  250-sheet  paper  trays). 
MacfWindows/DOS  compatible. 
Optional  multi-network 
interface  available. 


MICROLASER  PRO  600 
Under  $1,300 

A  feature-packed, 
high-performance  printer. 
600  dpi.  S  ppm.  500  sheet  capacity 
(two  250-sheel  paper  trays). 
Mac/Windows/DOS  compatible. 


Optional  multi-network 
interface  available. 
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MICROLASER  600 

Under  $900 
Laser-quality  printer 
for  the  business  professional 
looking  for  "personal" 
PostScript^  printing. 
600  dpi,  5  ppm, 
Mac/Windows/DOS  compatible. 
Optional  multi-network 
interface  available. 


*  Offer  applies  to  all  new 
microLaser  and  8920  forms 
pnnters  if  returned  in  good 
condition  'One  year  limited 
warranty  All  prices  are  est!- 


Adobe  PostScript 

mated  street  prices  Dealer  prices  may  van/  microLaser  and  'Extending  Your  Reacti'  are 
trademarks  of  Texas  Instruments  Ttie  8920  forms  pnnter  does  not  indude  Adobe  PostScript 
and  is  not  Energy  Star  compliant  The  PC  World  Best  Buy  award  was  given  to  the  microLaser 
Pro  600  and  the  microLaser  PowerPro  printers  Mac  is  a  registered  trademark  of  Apple 
Computer  Inc  PostScript  and  the  PostScript  logo  are  registered  trademarks  of  Adobe 
Systems,  Inc  yvindows  is  a  trademark  of  Microsoft  Corporation  ©  1995  TI 
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ny's  profits  increasing  36%,  to  $810.7 
million,  these  salaries  are  even  more 
extraordinaiy.  But  here's  the  best  part. 
Benson  says:  "Most  of  our  compensa- 
tion comes  when  we  build  the  stock 
price  up."  What  a  unique  concept.  It 
boggles  the  mind  to  wonder  what 
would  happen  if  all  major  companies 
based  their  executive  compensation  on 
this  simple  proposition. 

Gaiy  W.  Priester 
Black  Point,  Calif. 

Are  you  serious  about  the  stoiy  of 
Cabletron  executives  bucking  the  high 
executive  pay  trend?  They  may  only 
be  paid  $52,000,  but  how  many  people 
own  $927  million  worth  of  stock?  Their 
disgust  with  out-of-control  executive 
pay  is  at  the  vei-y  least  hypocritical. 
The  two  are  seen  as  valiant  do-gooders 
for  taking  so  little  pay,  yet  Mr.  Levine 
has  the  ability  to  write  a  $70,000  per- 
sonal check.  On  closer  examination, 
their  low  pay  has  less  to  do  with  some 
noble  cause  and  is  more  likely  linked  to 
their  huge  bank  balances  accumulated 
from  the  sale  of  $500  million  worth  of 
stock. 

Edward  O'Doherty 
Noi-walk,  Conn. 


BusinessWeek 


A  SPECIAL  ISSUE  INDEED 

The  most  gratifying  accolades  come  from  one's  peers. 
So  we  are  very  pleased  that  our  special  issue,  "21st 
Century  Capitalism,"  won  the  award  for  "Best  Magazine 
Reporting  from  Abroad"  from  the  Overseas  Press  Club 
this  year.  Under  the  direction  of  editors  Robert  J.  Dow- 
ling,  Frank  J.  Comes,  and  Christopher  Power,  some  80 
correspondents,  editors,  designers,  and  photo  editors 
devoted  six  months  to  this  project. 

We  are  also  proud  to  have  had  three  finalist  entries  in  the  prestigious  Gerald 
Loeb  Awards  for  Distinguished  Business  and  Financial  Journalism. 


OFF  WELFARE 
-AND  THEN? 


One  cannot  help  but  notice  that  all  of 
BUSINESS  week's  columnists  have  two 
things  in  common.  No,  make  that  three: 
They're  white,  they're  male,  and  they're 
not  on  welfai'e.  These  demogi^aj^hics  coin- 
cidentally  apply  to  those  who  govern  this 
nation.  So  it's  no  wonder  Gaiy  S.  Becker, 
who  has  doubtless  never  missed  a  meal 
in  his  Ufe,  suggests,  in  "The  best  rea- 
son to  get  people  off  the  dole"  (Econom- 
ic Viewpoint,  May  1),  that  the  best  way 


to  make  this  country's  poor  self-reli 
and  get  them  off  the  dole  is  to  shoi 
the  time  they  can  receive  welfare. 

Becker's  solution  is  incredibly  sim 
Or  is  it  simplistic?  Like  solving  the  d 
problem  by  just  saying  no.  Or  solv 
the  homeless  problem  by  legislat 
them  off  the  streets. 

This  may  come  as  a  surprise,  but 
poor  don't  aspire  to  be  poor  They  d^ 
think  supporting  a  family  on  welfan 
akin  to  spending  weekends  in  the  Hai 
tons.  They  don't  find  comfort  in  bf 
the  scourge  of  white  society.  Beck 
logic  would  appear  to  be:  Ignore  th' 


You  Need  More  Than  An  MBA 
To  Succeed  In  Global  Business 

THUNDERBIRD 

teaches  that  success  on  an  international  level  requires  more 
than  financial,  marketing  and  operational  skills. 


THUNDERBIRD 

the  leader  in  global  education,  offers: 

>  The  Master  ot  hitcrnational 
Management  degree,  which 
requires  courses  in  international 
management,  international 
business  environments  and 
foreign  languages 

»  Executive  Master  of  International 
Management  degree 


A  Post-MBA  degree  program 
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5T-MBADEGREP«)V 


THUNDERBIRD 

The  American  Graduate  School  of 
International  Management 


You  will  be  able  to: 

Use  your  business  skills  beyond 
your  home  country. 

Be  flexible  in  changing  global 
markets. 

Speak  the  language  of  your  client 
and  associates. 

Manage  a  culturally  diverse  team. 

Join  the  network  of  over  27,000 
alumni  who  hold  leadership  posi- 
tions in  business,  industry  and  gov 
ernment  in  every  state  and  more 
than  133  countries. 


Office  of  Admissions  •  1S249  North  ,S9th  Avenue  •  Glcntlale,  Arizona  •  8S.306-6000  •  602-y7,S-7210  •  Fax:  602-439-.S432     AACSB  ACCREDITED 


TOTAL 
BEIMEFITS 
OUTSOURCIIMG 


Rise  Above  the  Detail 

You  have  to  elevate  yourself  above  the  detail  to  reach  your  higher 
objectives.  It's  called  Strategic  Benefits  Management  —  and  it  is 
the  best  way  to  further  your  company's  interests. 
Being  bogged  down  in  administrative  detail  is  not  a  sign  of 
good  management.  Focusing  resources  on  your  company's  core 
business  is — and  that's  what  outsourcing  is  all  about. 
You  can  outsource  your  most  onerous  tasks  —  like  COBRA,  through 
our  CobraServ  division  (the  nation's  largest),  or  Retiree  Billing  through 
our  Benefits  Billing  Service  —  or  use  us  to  move  your  whole 
benefits  operation  to  a  higher  level.  Call  us.  800/366-31 30. 


ABR 

National  Service  Center,  Inc. 

An  ABR  Information  Services  Company 


Offering  a  Full  Range  of  Employee  Benefits  Administration  Services 

34125  U.S.  Hwy.  19  N.,  Palm  Harbor,  FL  34684  •  Marketing  Services  800/366-31 30  or  81 3/785-281 9 
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cut  off  theii-  welfai'e,  and  they'll  go  away. 

The  jobs  Becker  would  have  them 
take  (by  cutting  off  their  "assistance") 
don't  exist  (not  in  this  country  at  any 
rate),  and  if  they  do,  the  poor  lack  the 
education  and  skills  necessary  to  qualify. 
The  poor  are  caught  in  the  middle  of  a 
lose-lose  situation. 

Gary  W.  Priester 
Black  Point,  Calif. 

WHY  SOCIAL  SECURITY 

IS  SO  INSECURE  

In  "Social  Security:  Apocalypse  soon — 
or  sooner"  (Economics,  May  1),  Paul 
Magnusson  coiTectly  notes  that  the  pro- 
jected date  for  the  insolvency  of  Social 
Security  may  be  as  soon  as  1997  be- 
cause of  slow  growth  in  real  wages.  Yet 
the  ftmdamental  reason  for  the  abate- 
ment of  gi'(jwth  in  real  wages  seems  to 
elude  him — namely,  the  bui'geoning  costs 
associated  with  ever-expanding  employ- 
ment-related legislation  and  regulation. 
The  vei-y  real  benefits  associated  with 
OSHA,  ERISA,  ADA,  the  Medical  &  Family 
Leave  Act,  and  dozens  of  other  laws 
come  at  a  cost  to  U.  S.  workers  and  re- 
tu'ees.  In  essence,  productivity-based  in- 
creases in  real  wages  have  ah-eady  been 


absorbed  ("invested")  in  regulatory  com- 
pliance. Public  policy  analysts,  econo- 
mists, and,  ultimately,  voters  vrill  need  to 
address  these  trade-offs. 

Richard  E.  Kopelman 
Professor  of  Management 
and  Academic  Co-Director 
Bamch  Executive  MSILR  Progi-am 
New  York 

MAYBE  THE  EEOC 

ISN'T  EQUAL  TO  THE  TASK 

Youi'  article  "The  eeoc:  Too  swamped 
to  shoot  straight"  (Social  Issues,  May  1) 
implies  that  the  only  problem  with  the 
Equal  Employment  Opportunity  Com- 
mission is  a  lack  of  money.  The  same 
implication  is  also  often  used  in  refer- 
ence to  other  federal  agencies. 

Assuming  that  your  chart  at  the  bot- 
tom of  the  page  is  reasonably  accurate, 
the  indication  is  that  there  are  far  too 
few  investigators  to  handle  the  caseload 
at  EEOC.  However,  if  you  assume  that 
each  investigator  would  cost  $100,000 
(including  ftinges  and  appropriate  cleri- 
cal support),  the  total  for  the  732  inves- 
tigators amounts  to  only  $73.2  million 
out  of  a  $230  million  budget.  It  is  un- 
imaginable to  me  that  the  major  activity 


of  an  organization  should  only  amount 
32%  of  its  expenditures.  No  efficient  c 
ganization  could  live  with  this. 

The  problem  with  many  govemme 
agencies  is  not  a  lack  of  money  but 
lack  of  organization  and  efficiency. 

Edward  T.  Per 
Midlothian,  \ 


HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 

evening  phone  numbers.  We  reserve  the  right  to  edit 

letters  for  clarity  and  space  and  to  use  them  in  all 

electronic  and  print  editions. 

Mail:  Business  Week,  1221  Avenue  of  the  Americas, 

39th  floor.  New  York,  NY  10020 

Fax:  (212)  512-4721 

Internet:  bwreader@mgh.com 
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SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptions, 
renewals,  changes  or  problems,  and  single  copies. 
Phone:  (800)  635-1200  or  (609)  426-7500 
Fax:  (609)  426-7623 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone: (212)  512-3396 
Fax:  (212)  512-4938 

BUSINESS  WEEK  ONLINE 

The  full  text  of  Business  V\(eek  and  many  other  feature 
are  available  on  America  Online,  For  information,  call 
(800)  641-4848  and  mention  Business  Week, 


^\Tlie  perj-ect  alternative  to  a  cruise, 
dioingf  overLoard at  C^L 


enea 


les. 


Irom  bow  to  steni^  port  to  starhoani,  Cleiieaglcs 
covers  Soo  acres  of  the  most  beautiful  countryside 
in  Scotland.  A  holiday  here  has  all  the  warmth  and 
friendliness  of  a  cruise  liner 
and  much  more  besides. 

Our  all- inclusive 
prices  give  you  full  board 
at  one  of  the  world's  mo 
elegant  hotels  as  well  as  unlimited  use  of  all  our 
sports  and  leisure  facilities. 

//o\v  many  liners  offer  you  riding  lessons, 
falconry,  trout  fishing  and  off-road  driving!^  Or 


unlimited  rounds  of  golf  on  Scotland's  finest  courses, 
with  expert  tuition  thrown  in? 

At  just  £^90  per  person  per  night,  (including 
-  ^      government  tax)  from  May 
to   October   this  year, 
and  izgo  per  night 
from  November  'gj  to 
April  '96,  the  high  seas 
can't  compete  with  the  Highlands. 

Call  toll  free  for  further  details  (1-800)  11} 
6800,  or  (1-800)  618  5929  or  call  your 
local  travel  aoent. 

o 


Ascom  Timeplex.  Because  it  takes  a  world 
)f  experience  to  do  networking  right. 

For  over  25  years,  Ascom  Timeplex  has 
)een  a  worldwide  leader  in  multinational 
enterprise  networking  systems  and  services. 
A/e  design,  manufacture,  sell  and  support 
"letwork  solutions  to  move  and  manage  your 
)usiness-crit!cal  information  around  the 
office,  around  the  enterprise  and  around  the 
}\obe.  And  we  do  it  from  start  to  finish. 

Sure,  a  lot  of  networking  companies  can 
irop  off  a  box  and  run.  But  if  you  want  the 
Deace  of  mind  that  comes  from  partnership 
A/ithout  compromise,  you  need  the  company 
;hat  networks  the  world.  Ascom  Timeplex. 


Networking 
Y)urWorld. 

ascom  Timeplex 

Partnership  without  compromise. 


YOU'VE 


TRACKED 
NEW  BUSINESS 


TO  THE  E  N  D  5 


These  days,  a  prime  source  of  new  business  is  the  business  you  already  have.  For  Norwest  Corporation, 
selling  more  products  meant  fully  understanding  their  existing  customers'  needs.  But  with  customer  profiles 
fragmented  across  12  different  databases,  it  became  increasingly  difficult  to  determine  who  needed  what. 
0  How  was  Norwest  able  to  better  manage  its  commercial  banking  relationships  and  increase  revenues  in 
the  process?  With  the  help  of  Gemini,'"  a  consolidated  sales  and  marketing  account  management  system,  built 
on  a  foundation  of  Microsoft'"'  products,  including  Windows  NT'"  Sen/er  and  Microsoft  SQL  SerA/er!"  part 
of  the  BackOffice  family.       "We  evaluated  other  systems,  but  only  Microsoft  gave  us  the  power  and  flexibility 
we  needed  to  reach  our  goals,"  says  Daniel  G.  Pocrnich,  Chief  Financial  Officer  at  Noi^est  Bank  Minnesota. 
Gemini  provides  a  comprehensive  view  of  ever-changing  customer  profiles.  So  customers  receive  more 
personalized  sen/ice.  And  cross-selling  opportunities  become  abundantly  clear.  The  result?  Products  sold 
to  existing  customers  increased  by  34  percent.  What's  more,  Nowest  increased  account  fee  revenues  from 
39  to  60  percent  of  total  revenue.       To  get  more  information  on  fl^" 

how  Microsoft  can  help  you  gain  a  business  advantage  using  mWmm%^m  m 

II  /onn\  -Min  WHERE   DO  YOU  WANT  TO  GO  TODAY?" 

computers,  call  (800)  437-3119,  Dept.  GN4. 


)F  THE 


EARTH. 


ni  IS  available  from  Micro/Resources  (415)461  -8677 

Microsoft  Corporation,  All  rights  reserved  Microsoft.  Wfiere  do  you  wonl  lo  today  '.  and  Windows  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  Stales  and/or  other  countries, 
is  a  trademark  of  Micro/Resources,  a  Broadway  &  Seyn^our  Company 
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EXCELLENT  CADAVERS 

The  Mafia  and  the  Death  of  the  First  Italian  Republic 

By  Alexander  Stille 
Pantheon  •  467pp  •  $27.50 


THE  ITALIAN  MAFIA: 
WOINDED,  STILL  DEADLY 


Joui"nalists  in  Italy  sooner  or  later- 
run  into  the  Mafia.  For  me,  it  hap- 
pened in  late  1991,  when  one  Libe- 
ro  urassi,  owner  of  a  small  business  in 
the  Sicilian  capital  of  Paleimo,  published 
an  open  letter  denouncing  the  Mafia 
elan  that  was  extorting  inoney  from 
him.  Such  payments  of  protection  mon- 
ey— called  the  pizzo — total  billions  of 
dollars  a  year.  A  few  days  after  the  let- 
ter appeared  in  Palemio's  main  newspa- 
per, Gi'assi  was  gunned  down  on  the 
sidewalk.  I  traveled  to  Sicily  to  find  out 
more  and  spent  a  sad  afternoon  with 
the  slain  man's  son,  Davide,  who  said  he 
held  out  little  hope  for  justice  since  only 
2  out  of  every  10  homicides  in  Sicily 
result  in  a  conviction.  I  asked  when  he 
thought  things  would  change  in  Sicily. 
"Maybe  in  20  years,"  said  Davide.  "If 
we're  lucky." 

In  fact,  as  Alexander  Stille  wi-ites  in 
Excellent  Cadavers:  The  Mafia  and  the 
Death  of  the  First  Italian  Republic,  his 
masterful  study  of  the  Sicilian  Mafia 
and  its  stranglehold  on  Italy,  Grassi's 
violent  death  was  one  of  the  events  that 
helped  galvanize  the  struggle  against 
the  Mafia.  Less  than  two  weeks  after 
Grassi's  murder,  the  Italian  government 
approved  desperately  needed  anticrime 
measures,  fi-om  the  creation  of  an  Italian 
version  of  the  FBI  to  tough,  new  anti- 
racketeeiing  laws.  Omeiid,  the  fearsome 
Mafia  code  of  silence,  was  broken  as 
dozens  of  witnesses  came  forward  to 
testify.  In  that  tormented  summer  of 
1992,  the  tide  began  to  tuni  against  the 
Mafia.  Over-  the  next  two  years,  arrests 
in  Souther-n  Italy  incr'eased  by  almost 
.50'7r,  while  the  murder-  rate  in  the  entir-e 
country  declined  by  a  stunning  42%. 

It  was  no  coincidence  that  the  old 
r"egime  that  had  gover'ned  Italy  since 
Wor'ld  War-  II — pr-oviding  the  petri  dish 
in  which  the  Mafia  virois  could  gi-ow  so 
wildly — was  also  collapsing.  Popular-  dis- 
gust with  the  cor-r-uption  and  inefficien- 
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cy  of  the  Christian  Democrat-dominated 
political  system  helped  the  Clean  Hands 
political-corTuption  investigation  take  off 
after-  the  initial  ar-rest — that  of  a  small- 
time politician — in  Milan  in  early  1992. 
Within  months,  the  game  was  up  for-  "a 
political  class  that  accepted  a  culture  of 
illegality  and  knowingly  used  the  Mafia's 
strength  in  Southern  Italy  for-  its  own 
political  advantage,"  as  Stille  writes. 

Stille,  a  young  jour-nalrst  who  won  a 
Los  Angeles  Times  Book  Awar-d  for  his 
1992  study  of  Italian  Jew- 
ish famihes  under-  fascism, 
here  delivers  a  stiletto- 
sharp  por-trait  of  the 
bloodthir-sty  Sicilian  Ma- 
fia. Amer-ican  wiseguys 
seem  positively  pacifist 
compared  with  such  Sicil- 
ian cousins  as  Pino  "the 
Shoe"  Greco,  a  sadistic  hit 
man  thought  to  have 
killed  at  least  80  people 
befor-e  a  r-ival  r-ubbed  him 
out.  Then  ther-e's  Paler-mo 
boss  Filippo  Mar-chese, 
who  per-sonally  str-angled 
his  victims  in  a  stifling,  centr-al-city 
apartment  known  locally  as  the  "room  of 
death."  Meanwhile,  the  political  Estab- 
lishment looked  the  other  way. 

Not  everyone  else  did,  though.  Italy's 
two  most  pi-ominent  anti-Mafia  investi- 
gator's, Giovanni  Falcone  and  Paolo  Bor-- 
sellino,  both  fi-om  solid  pr-ofessional  Sicil- 
ian families,  r-epr-esented  the  best  of  an 
honest,  har-dwor-king,  and  patr-iotic 
souther-n  Italian  cultiu-e  that  neither-  the 
Mafia  nor-  cor-r-uption  has  yet  annihilated. 

These  and  other  investigators  fought 
an  uphill  battle  against  the  Mafia — 
whose  regular  murder's  of  law-enforce- 
ment officials  resulted  in  the  cadaveri 
eccelenti.  or  pr-ominent  corpses,  r-eferred 
to  in  the  book's  title.  They  also  had  to 
contend  with  Italy's  political  bar-ons  and 
their  lackeys.  A  top  Supreme  Cour-t 
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judge,  Corrado  Carnevale — known 
famniazza-sentenze,  or  "the  senter 
killer-" — r-egularly  and  blatantly  o\ 
tur-ned  the  many  convictions  that  I 
sellino  and  Falcone  obtained  agai 
Mafia  dons.  And  how  could  an  effeci 
fight  be  waged  against  organized  cr 
if,  as  is  now  alleged,  Antonio  Gava, 
power-ful  onetime  Interior-  Minister 
char-ge  of  the  police  and  secr-et  servi 
was  closely  finked  to  the  most  powe 
bosses  of  the  Camon-a,  the  Neopoli 
crime  organization?  At  the  apex  of  t 
murky  juncture  wher-e  politics  m 
criminality  was  Giulio  Andr-eottr, 
six-time  Prime  Minister  who  had  b 
Italy's  main  political  kingmaker  f 
1946  until  1992. 

Falcone,  his  wife,  and  three  bo 
guar-ds  wer-e  killed  by  a  massive  b 
in  May,  1992.  Two  months  later, 
seUino  and  five  policemen  were  bl 
apart  by  a  car  bomb.  But  the  spect 
lar  killings  revealed  the  Mafia  to 
wounded,  enraged,  ; 
ver-y  much  on  the  dej 
sive — a  stance  that  wc 
continue  over  the  n 
two  year-s.  However,  Si 
worries  that  the  "gol 
period"  between  1992 
1994,  when  it  looked 
the  state  was  winning 
war  against  the  M 
may  have  ended. 

Some  recent  eve 
seem  to  support  this  vi 
The  political  ascenda 
of  media-tycoon-turn 
.JU  politician  Silvio  Beriusc 
lias  i_)Ut  cr-usader-s  on  the  defensive.  B 
lusconi,  himself  the  subject  of  seve 
continuing  anticor-ruption  probes,  mo\ 
to  tame  prosecutors  after  becomi 
Prime  Minister-  in  1994.  While  it  may 
difficult  for-  the  Mafia  to  ever  r-egain 
its  vast  power-s,  there  ar-e  indicatic' 
that  it  is  clawing  its  way  back.  M; 
mur-der-s  ar-e  once  mor-e  on  the  upsw 
in  the  south.  In  mid-April,  one  of 
gover-nment's  key  Mafia  witnesses,  Fr 
cesco  Marino  Mannoia,  announced  tl 
he  would  not  continue  to  cooper-ate, 
government,  says  Mannoia,  is  no  lon| 
serious  about  fighting  the  Mafia.  Thai 
surely  a  bad  sign. 

JOHN  ROSSA 
Rome  Bureau  Manager  Rossant  ) 
closely  folloived  the  fight  against 
Mafia. 
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NAVITIMER  92 

The  updated  version  of  Breitling's  famed 
Navitimer  design  introduced  in  1952,  Model 
92  is  a  compact  feat  of  stylish  engineering. 
Discreet  enough  to  add  eye-catching  appeal 
to  a  feminine  wrist.  And  sophisticated 
enough  for  anyone  looking  for  a  high-perfor- 
mance mechanical  chronograph  combining 
extreme  accuracy  and  an  extensive  power 
reserve. 

The  NAViTtMER  92's  rotating  bezel  is  designed 
to  serve  as  a  slide  rule,  computing  speeds  as 
well  as  multiplying  and  dividing. 
Heavy  use  of  the  chronograph  cannot  affect 
the  Navitimer  92's  perfect  timekeeping. 
Since  time  and  its  various  measurements  are 
so  crucial  to  air  navigation,  Breitling 
Navitimer  chronographs  are  and  remain 
invaluable  personal  instruments  for  the 
world's  pilots  and  flight  crews. 


AUTHORIZED  BRI 


AGENT: 


Selfwinding  mechanical  chronograph  with 
Vsth  second  graduations. 

30-minute  and  12-hour  totalizers. 

Power  reserve  in  excess  of  42  hours. 

Slide  rule  for  solving  speed-time-distance 
calculations. 

Case  water-resistant  to  30  m  with  glareproof- 
ed  cambered  sapphire  crystal. 

In  solid  18K  gold.  Also  available  in  steel  or  in 
steel  with  18K  gold  bezel. 

Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  with  Pilot  bracelet. 


ALTER  S  GEM  JEWELRY 

795  North  Eleventh 
Beaumont,  TX  77702 

Tel:  (409)  892-6631 


INSTRUMENTS      FOR      PROFESSION  A  L  S 


It's  good 
for  your  output. 


Cartridges  returned  via: 


lupsi 


MAIL  BOXES  ETC  ' 


It's  good 
for  your  world. 


Call  1-800  962-2708  for  Detail. 

All  registered  trademarks  belong  to  their  respective  holders. 

CANON  INC.  30-2.  Shimomaruko  3-chome,  Ohta-ku.  Tokyo  146,  Japan   ©1995  Canon  Inc. 


The  Canon  Cartridge.  In  laser  beam  printers,  personal  copiers  and  plain 
paper  fax  machines,  it's  the  heart  of  the  desktop  publishing  revolution  that's 
transformed  homes  and  offices  around  the  globe. 

The  key  components  of  the  imaging  mechanism  are  combined  with  the 
toner  in  an  all-in-one  cartridge  so  simple  to  replace  that  anyone  can  do  it. 
Replacing  the  cartridge  ensures  the  highest  output  quality  It  also  makes  your 
equipment  virtually  maintenance  free.  It's  clean  as  well  as  simple,  too;  so 

Please  return  your  «~ 
spent  Canon  cartridges. 

For  output  quality  and  operating  convenience,  no  other  system 
comes  close.  And  here's  the  point  we'd  like  to  emphasize  —  when  the 
cartridge  is  returned  to  Canon,  the  environment  is  benefited  because  landfill 
waste  is  reduced. 

When  returned  to  Canon,  cartridges  are  carefully  disassembled. 
Reusable  parts  are  painstakingly  screened  and  cleaned.  Over  95  %  by  weight 
of  collected  cartridges'  parts  and  materials  are  used  in  making  cartridges 
or  other  products.  The  result:  It's  good  for  you. 
It's  also  good  for  the  earth.  Return  your  Canon 
cartridges  when  they  are  of  no  further  use.  Please. 


As  part  of  our  Clean  Earth  Campaign  in  the  United  States,  Canon  makes  donations  to 
charitable  organizations  dedicated  to  environmental  issues.  Used  cartridges  are  returned 
under  the  Clean  Earth  Campaign  via  the  United  Parcel  Service  (UPS)  or  Mail  Boxes  Etc. 
Shipping  costs  are  paid  by  Canon,  so  there's  no  charge  to  our  customers.  Easy  shipping 
instructions  can  be  found  in  the  cartridge  box. 


For  your  home  or  office,  choose  any  of  the  wide  range  of  products  that  use  Canon  cartridges. 


Laser  Beam  Printer  LBP-1260 


Personal  Copier  PC320 


Electronic  Filing  System  Canofile  510 


Fax  Laser  Class  5000 


Canon 
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BY  STEPHEN  H.  WILPSTROIVI  

CHEAP  AND  EASY 
STORAGE  SPACE 


My  home  and  office 
computers  both  have 
540-megabyte  hard 
drives,  an  unimaginable  size 
just  a  fevi^  years  ago.  Com- 
pression software  allows  me 
to  squeeze  a  billion  bytes  on 
each.  Still,  I  am  critically 
short  of  storage  space — with- 
out giving  any  room  to  disk- 
gobbling  multimedia  games. 
Even  with  gigabyte  hard 
drives  costing  less  than  $500, 
the  proliferation  of  huge  pro- 
grams, pictures, 
sounds,  and  video 
clips  emphasizes 
the  first  law  of 
computing:  You  cai 
never  have  enoujii. 
disk  space. 

The  way  to  deal 
with  this  iron  law 
is  to  move  some  of 
those  megafiles 
onto  removable 
disks.  Tr-aditionally, 
removable  mass 
storage  has  been 
too  slow  or  too  ex- 
pensive to  be  prac- 
tical for  most  users.  But  at 
long  last,  inexpensive  remov- 
able storage  devices  allow 
you  to  move  less-used  files 
off  your  hard  drive  and  still 
have  them  handy  for  use  in 
seconds. 

FILE  HAULER.  While  slower 
than  conventional  hard 
drives,  removable  disks  are 
many  times  faster  than  flop- 
pies or  even  cd-roms  and  are 
speedy  enough  to  store  and 
run  progr-ams.  They  are  also 
handy  for  backing  up  data  in 
case  your  hard  disk  crashes 
and  for  transferring  large 
files  between  your  desktop 
and  laptop. 

The  Zip  drive  from  Iome- 
ga Corp.  (800  697-8833)  is 
the  first  of  this  breed.  The 


external  drive,  with  a  street 
price  of  just  under  $200, 
comes  in  an  attractive  dark 
blue  plastic  case  about  the 
size  of  a  typical  modem.  The 
hard-shell  disks  are  four 
inches  square  and  a  quarter- 
inch  thick,  a  bit  bigger  than 
a  3^-inch  floppy.  The  100  MB 
disks  retail  for  under  $20, 
and  a  10-disk  "giga-pack"  is 
available  for  as  little  as  $149. 
The  Zip  drive  includes  some 
nice  design  touches,  including 


rubber  feet  that  let  you  set 
it  up  horizontally  or  verti- 
cally and  a  window  that  al- 
lows you  to  read  the  label 
of  a  disk  in  the  drive. 

The  Zip  comes  in  two  fla- 
vors. One  version  connects  to 
a  PC  through  its  parallel 
printer  port.  The  other  ver- 
sion can  be  used  with  all 
Macintoshes  or  any  pc 
equipped  with  a  scsi  (pro- 
nounced "scuzzy")  interface. 
If  you  don't  already  have  the 
SCSI  interface  (call  the  place 
where  you  bought  your  com- 
puter if  you're  not  sure), 
Iomega  offers  a  $50  interface 
card.  I  found  the  card  much 
easier  to  install  than  most. 
Generally,  scsi  is  the  way  to 
go.  The  connection  is  more 


reliable  and  moves  data  more 
than  twice  as  quickly.  Both 
versions  come  with  some  use- 
ful software,  especially  a  cat- 
aloging utility  that  keeps 
track  of  which  files  you've 
put  on  what  disk. 
COMPETITION  COMING.  What's 
more,  you're  about  to  get  a 
second  choice,  the  EZ135 
Drive  from  SyQuest  Technol- 
ogy Inc.  (800  245-2278).  The 
EZ135,  whose  $200  drive  and 
$20  disks  match  the  Zip  in 
price,  will  store  an  extra  35 
MB  on  each  disk.  Unfortu- 
nately, the  rival  drives  use 
different  technology  and  in- 
compatible disks,  and  each 
company  claims  that  its  prod- 
uct is  better  than  the  other. 
While  the  EZ135  is  not  yet 
available  for  testing,  my  ex- 
perience with  an  older,  more 
expensive  SyQuest  270  sug- 
gests that  the 
EZ135  may  be 
faster  than  the  Zip, 
but  probably  not 
enough  to  matter 
to  most  users.  It 
also  comes  in  two 
versions.  An  inter- 
nal unit  that  fits  in 
a  floppy  drive  bay 
on  the  front  of 
your  PC  will  be 
available  in  early 
June,  while  a 
Mac/PC  external 
SCSI  version  will 
arrive  in  late  sum- 
mer. By  yearend,  a  third  con- 
tender, being  developed  by 
Compaq,  3M,  and  Matsushi- 
ta, may  also  hit  the  streets. 

You'll  find  a  Zip  or  EZ 
drive  good  for  more  than 
adding  storage  space.  The 
drive  makes  it  much  easier 
to  create  and  use  backup  cop- 
ies of  your  critical  files  in 
case  your  computer  crashes. 
The  new  disks  can  also  be 
handy  for  transferring  from 
one  computer  to  another  any 
files  too  big  to  fit  on  a  1.44 
MB  floppy. 

No  matter  how  big  inter- 
nal disk  drives  get,  it  seems 
that  software  will  always 
grow  at  an  even  faster  rate. 
Removable  drives  finally  help 
you  keep  pace. 
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SOFTWARE 
WHODUNIT  HELP 

Nearly  everv  business  that 
uses  computers  finds  spread 
sheets  invaluable.  But  there' 
inevitably  consternation  if 
more  than  one  person  is  worl 
ing  on  the  same  file.  The  puz 
zle  is  tracking  multiple  ver- 
sions of  a  file  and  figuring  oi 
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who  changed  what,  when — 
and  why.  Users  of  Microsoft 
Excel  5.0  for  Windows  can 
now  get  some  help  from  Qui 
Irak  (Softool  Corp.,  805  683-i 
5777).  The  $99  Excel  add-in 
makes  it  easy  to  save  multi 
pie  versions  of  a  spreadshee 
It  also  maintains  a  log  that 
tracks  who  made  changes, 
along  with  an  explanation  of 
the  reasons  for  an  update. 
With  a  couple  of  mouse  click 
you  can  compare  any  two  ver| 
sions  of  a  file.  Altered  cells 
are  instantly  highlighted  on 
the  screen  (above,  in  red). 

PRINTERS 
CORDLESS  CONNECTION 

The  Hewlett-Packard  LaserJetl 
5P  printer  I  liked  so  much 
(Apr.  10)  is  no  longer  so  dis- 
tinctive in  its  ability  to  accept 
commands  via  laser  from  you 
laptop.  The  $135  JetEye  from 
Extended  Systems  (800  235- 
7576)  plugs  into  the  parallel 
port  of  any  printer  and  allows 
you  to  print  files  from  about 
three  feet  away.  A  special  con 
nector  lets  you  keep  your  desk 
top  computer  hooked  up  to  th( 
same  port.  Some  models  of  hp 
Omnibooks  and  ibm  Thinkpads 
are  among  the  laptops  that 
could  use  the  laser  feature. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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Introducing  The  AcuraTL  Series. 
Designed  ForThose  Whose 
Appetite  For  Luxury  F-Iasn't  Diminished 
Their  Appetite  For  Excitement 


'HE  RICH  INTERIOR  of  the  ncw  Acuri 
is  spacious,  yet  invitingly  intimate.  It  oftei^  ^' 
uncluttered  simplicity  that  is  timeless  ir 
elegance,  while  placing  luxury  cunveniei 
within  easy  reach.  Including  an  eight-spei 


stereo  with  an  in-dash  CD  player  and 
Automatic  Climate  Control  System,  all 
which  come  as  standard  equipment. 
Turn  the  key  and  it's  obvious  this  is 


imobilc  with  more  than  just  sumptuous 
■nities.  Beneath  its  luxury  Ues  a  vibrant 
'erplant,  a  four-wheel  double-wishbone 
)ension,  and  an  engineering  philost)phy 
ted  decidedly  toward  owning  the  road. 


The  new  Acura  TL  is  a  tourmg  luxuiy 
Ian  that  does  more  than  reward  a  sophisti- 
ed  sense  of  taste.  It  also  proves  you  haven't 
tten  boring  along  the  way. 
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Something?  Are  Worth  The  Price 
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Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


IS  THE  FED  SURRENDERING 
TO  BIG  BROTHER? 


INTRUSIVE: 

By  bowing  to 
pressures 
for  race  and 
gender  data 
in  lending, 
the  Fed  gives 
regulators  a 
chance  to 
micromanage 
the  process 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D.C. 


On  Apr.  19,  the  Federal  Reserve 
Board  yielded  to  Clinton  Administra- 
tion pressure  for  racial  quotas  in 
bank  lending.  Despite  fears  expressed  at 
that  day's  board  meeting  about  the  Commu- 
nity Reinvestment  Act's  "potential  for  regu- 
latory-driven credit  allocation,"  the  Fed 
agreed  to  changes  that  will  permit  the  cra 
to  be  used  as  a  mechanism  for  racially  allo- 
cating credit. 

The  regulatory  changes,  which  Governor 
Lawrence  B.  Lindsey  shepherded  through 
the  Federal  Reserve  Board,  ai'e  the  outcome 
of  21  months  of  negotiations  involving  the 
Fed,  the  Office  of  the  Comptroller  of 
the  Currency,  the  Office  of  Thrift  Supervi- 
sion, and  the  Federal  Deposit  Insurance 
Corp.  One  change  repeals  a  color-blind  regu- 
lation dating  from  1976  that  forbids  banks 
collect  data  on  race,  color,  gender,  or  nation- 
al origin  from  its  loan  applicants.  Another 
new  regulation  requii'es  banks  to  report  their 
loans  by  census  tract,  a  proxy  for  racial 
reporting. 

In  his  presentation  to  the  board.  Govern- 
or Lindsey  acknowledged  that  these  changes 
will  give  federal  regulators  "the  capacity  to 
inicromanage  bank  decision-making  to  an  un- 
precedented degree."  Nevertheless,  Lindsey 
marshaled  hope  that  regulators  will  "use  bal- 
ance and  reasoned  judgment"  and  "avoid 
this  micromanagement."  Otherwise,  he 
warned,  regulators  will  "undermine  the  func- 
tioning of  the  market  and  therefore  the 
underpinnings  of  capitalism"  with  racially  al- 
located credit.  "As  believers  in  democratic 
capitalism,"  Lindsey  said,  "we  are  therefore 
extremely  perturbed  about  race-conscious 
and  gender-conscious  practices." 
"CONTENTIOUS."  With  SO  many  reservations 
about  the  potentially  dire  consequences  of 
the  regulatory  changes,  it's  natural  to  ask 
why  the  Fed  acquiesced.  Governor  Lindsey 
answers  that  it  is  no  longer  politic  for  the 
Fed  to  hold  out  for  color-blind  safeguards. 
"This  board's  position  that  the  use  of  such  ir- 
relevant characteristics  as  race,  gender,  relig- 
ion, and  national  origin  has  no  place  in  deci- 
sions regarding  the  provision  of  credit"  is 
"not  as  widely  accepted  as  it  once  was"  and 
has  become  "contentious."  To  avoid  "the  ex- 
treme requirements  sought  by  some  special 
interests"  that  would  result  in  a  harmful 
"extreme  policy  activism,"  Lindsey  reported 
to  his  colleagues  that  he  had  struck  the  best 


compromise  he  could  get.  Americans,  Line 
sey  said,  "have  long  since  lost  the  figh 
against  Big  Brother." 

Perhaps  hoping  to  constrain  expansiv 
interpretations,  Lindsey  emphasized  that  th 
requirement  that  loans  be  reported  by  cer 
sus  tract  does  not  mean  that  loans  have  t 
be  made  in  each  tract.  "The  law,"  he  sayi 
"does  not  require  that  a  bank  serve  ever 
community  or  meet  every  perceived  need 
and  CRA  regs  are  not  supposed  to  "adverse 
ly  impact  the  profitability"  of  the  banks. 

Governor  Lindsey  is  whistling  in  the  darl 
I  have  reported  in  this  space  (Jan.  24  an 
Oct.  3,  1994)  instances  of  banks  being  force 
into  allocating  credit  by  race  prior  to  th 
new  rules.  Resolution  Trust  Corp.  economis 
Vern  McKinley  found  cra  regulations  to  b 
"blatant  credit  allocation"  prior  to  the  lates 
regs  that  make  this  result  more  likely,  am 
the  Justice  Dept.  has  an  established  patter 
of  misusing  the  CRA  to  force  banks  to  Ic 
cate  branches  in  minority  census  tracts  an( 
to  issue  below-market  loans. 
LOOKING  FOR  COVER.  In  his  Apr.  19  surren 
der  speech,  Lindsey  urged  his  Federal  Re 
serve  colleagues  to  be  "eternally  vigilant 
in  resisting  racial  lending  quotas.  In  Wash 
ington,  such  exhortations  are  useful  for  cov 
ering  one's  behind,  but  they  are  ineffective 
against  "the  natural  tendency  of  the  bureau 
cratic  rule-making  process." 

The  Fed  could  have  stood  on  principle  an( 
empirical  evidence.  Nobel  prize-winners  Gar 
S.  Becker  and  Kenneth  J.  Arrow  have  notec 
that  evidence  of  discrimination  would  be  low. 
er  mortgage  default  rates  among  protectee 
minorities,  a  sign  that  they  were  being  hek 
to  higher  standards.  Last  November,  a  stud; 
was  released  by  Federal  Reserve  economist, 
Glenn  B.  Canner  and  Timothy  H.  Hannan 
Freddie  Mac  economist  James  A.  Berkovec 
and  University  of  Southern  California  econo 
mist  Stuart  Gabriel  that  examined  220,00( 
Federal  Housing  Administration  mortgage 
loans  and  found  no  evidence  of  discriminatioi 
against  minorities.  The  study  reports  tha 
blacks  default  at  twice  the  rate  of  whitei 
and  "exhibit  significantly  higher  default  ratei 
in  both  urban  and  suburban  locations." 

By  compi'omising  on  principle,  the  Fee 
has  opened  the  floodgates  for  regulators  t( 
inappropriately  second-guess  and  micro 
manage  the  lending  process  in  the  name  o 
civil  rights. 
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NVEST      FOR      THE  LONG-TERM 
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e  c  a  u  s  e 


t  k  e    F  u  t 


u  r  e 


IS      RARELY  WHAT 


you  Imagine 


IF  THE  PAST  HAS  TAUGHT  US  ANYTHING,  IT  IS  THE  UNPREDICTABILITY  OF  THE  FUTURE. 

So  we  follow  a  pliilosopky  of  money  management  Lased  on  long-term  goals.  At  Putnam,  we  don  t  select  trendy  securities 
or  malse  aLrupt  sliifts  in  asset  allocation.  Instead,  our  concern  is  for  disciplined  decision-making  tased  on  tliorougk 
researcli.  It  s  an  approacli  tliat  works  for  over  400  institutional  clients  and  4  million  individual  investors  witk  over 
$90  killion  in  assets  under  our  management.  So  wkile  we  always  recommend  you  seek  professional  advice  from  a  financial 
advisor,  we  also  suggest  you  ckoose  a  money  management  firm  tkat's  keen  looking  to  tke  future  for  over  50  years. 
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Its  probably  a  bit  of  both.  Running  the  new 
6-j-bit  pure  OracleJ,  '  our  new  AlphaServer'^' 
8200  and  8400  systems  give  you  performance 
gains  that  sound  unreal:  up  to  one  hundred  times  faster  dmn.  conventional  32-bit 

enterprise  systems.  With  multiple 
64-bit  processors  howling 


alono  at  300  MHz  and 


Very  Large  Memory  capabilit)',  they  support  the  world's  largest 
mernoiy  relational  database,  and  let  your  applications  directly 


address  up  to  ]4(}B  oj  data  in  main  memory.  All  of  which  could  account  for  our  competitors 
emitting  some  rather  dist)tssed  noises,  like  thepLiintive  ay:  "Why  would  anyone  need  (y'hbit  systcmsi' 

Why  would  anyone  need  that  much  powerV'  Several  reasons: 
Like  time.  Money.  And  the  ability  to  gain  a  real  competitive 
dva}nagc.  For  example,  in  the  tinw  it  takes  a  32-bit  system 

to  execute  a  handfd  of  stock 
trades,  ours  will  let  you  do  hundreds.  Global  retail  inventory  that  once  Look  weeks  now  takes  days. 


RF 

R32BIT  

MPETITORS? 


Yon  get  the  idea.  I  he  advan  tages  extend  in  all  directions,  to  everytliing  jrom  on-line  transaction 
processing  to  inicromarketing,  deciswn  support  and  more,  hact  is,  it  can  give  your  whole  infrmation 
svstem  a  real  boost,  for  around  one-tenth  the  price  of  an  IBM  ES/9000'" 


mm 


run/ting  L)B2.  (Was  that  a  yelp  we  just  heard'O  For  details,  contact  your  Digital  reseller  Or  give 


us  a  holler  at  1-800-DlGFFAL.  Or  reach  us  via  our  Internet  address:  moreinfo@digital.com. 
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Economic  Trends 


BY  GENE  KORETZ 

ARE  AMERICANS 
OVERWORKED? 

Not  if  you  count  less  work  at  home 

A popular  view  is  that  a  baleful  trend 
afflicts  American  workers:  Whereas 
many  European  workers  have  been  cm-- 
tailing  their  workweeks,  their  U.  S. 
counterparts  have  often  been  forced  to 
work  longer  hoiu"s  just  to  maintain  their 
living  standards.  In  other  words,  Amer- 
icans are  working  more  and  enjoying 
life  and  leisure  less. 

Not  so,  claim  Kristin  Roberts  and 
Peter  Rupert  of  the  Federal  Reserve 
Bank  of  Cleveland.  Their  analysis  of 
survey  data  of  American  families  from 
1976  through  1988  conftrms  that  the  av- 
erage American  is  indeed  spending  more 
time  worldng  for  pay  than  in  the  past. 
But  once  they  add  "home  work"  to  the 
equation — that  is,  such  activities  as 
cooking  meals,  laundiy,  home  mainte- 
nance, and  child  care — they  find  that 
most  of  the  increase  simply  reflects  a 
shift  fi'om  time  spent  in  home  produc- 
tion to  time  s]3ent  in  paid  market  work. 

SURPRISING  STABILITY  IN 
TOTAL  HOURS  AT  WORK 

MARRIED  COUPLES  WORKING  FULL  TIME 


▲  AVERAGE  HOURS  PER  WEEK 


'HOUSEHOLD  CHORES 


DATA  FEDERAL  RESERVE  BANK  OF  CLEVELAND 

Market-work  hours  of  married  cou- 
ples in  which  both  partners  work  for 
pay  full  time,  for  example,  rose  by  thi'ee 
hours  a  week  fi-om  1976  to  1988  (chart). 
But  home-work  hours  fell  by  three 
hours,  so  total  weekly  work  hours  for 
such  couples  remained  about  109.5.  In 
households  with  nonworking  wives,  total 
work  hours  also  stayed  relatively  stable, 
at  about  82.5  a  week  over  the  period. 

The  difference  between  total  work 
hours  of  working  couples  and  those  of 
couples  with  nonworking  wives,  of 
course,  reflects  the  fact  that  women  in 
male-workei'  couples  are  occupied  only 
with  household  work.  In  1988,  such 
wives  spent  an  average  82.2  hours  a 
week  doing  home  work,  double  the  time 


working  wives  spent  at  such  chores. 
But  the  latter  algo  spent  an  average 
41.4  hours  in  market  jobs. 

Roberts  and  Rupert  conclude  that 
rather  than  forgoing  leisure  hours, 
Americans  are  mainly  substituting  mar- 
ket work  for  home  work — a  trend  fos- 
tered by  smaller  famihes,  labor-saving 
appliances,  and  other  developments. 


BUY  GOLD  WHEN 
INFLATION  IS  LOW 

It  could  pay  off,  says  an  expert 

If  you  think  gold  is  a  good  investment 
only  in  periods  of  soaiing  prices,  think 
again.  According  to  Marc  M.  Groz  of 
Quaternion  Group  Inc.,  a  financial  con- 
sultant that  uses  mathematical  models  of 
markets,  gold  is  also  a  sound  invest- 
ment in  a  low-inflation  environment. 

Groz  bases  his  view  on  a  study  that 
analyzed  the  performance  of  gold  in  pe- 
riods of  high  (more  than  6%),  medium 
(3.5%  to  6%),  and  low  (less  than  3.5%) 
inflation  over  the  past  25  years.  Per- 
haps predictably,  he  found  that  gold  pro- 
vided an  average  i-etum  of  22%  in  yeai-s 
of  high  inflation  but  also  exhibited  high 
volatility,  plunging  as  much  as  20%  in 
some  years.  In  years  of  medium  infla- 
tion, on  the  other  hand,  its  average  re- 
turn was  actually  slightly  negative. 

The  big  surprise  was  gold's  perfoi- 
mance  in  years  with  inflation  below 
3.5%.  It  not  only  posted  a  respectable 
avei'age  return  of  11.1%  but  did  so  with 
much  less  volatility  and  downside  risk. 
The  moral  of  the  stoiy,  says  Groz:  "Gold 
can  not  only  act  as  an  inflation  hedge  in 
periods  of  high  inflation  but  also  can 
provide  high  real  rates  of  return  with 
relatively  low  risk  when  inflation  is  low." 


CLUES  TO  A 
SAVINGS  RIDDLE 

Why  U.S.  and  Japanese  rates  differ 

Americans  are  poor  savers,  while  the 
Japanese  save  a  lot.  According  to 
economist  Albert  Ando  of  the  Univer- 
sity of  Pennsylvania,  one  reason  for  the 
difference  may  be  diverse  reactions  to 
the  high  prices  of  key  commodities. 

Ando  notes,  for  example,  that  the  de- 
cline in  the  U.  S.  savings  rate  over  re- 
cent decades  has  closely  paralleled  the 
upward  trend  of  medical  outlays  as  a 
percent  of  national  income.  This  spend- 
ing boom  has  occun'ed  despite  skyrock- 


eting medical  inflation,  which  would  nc|i 
mally  curtail  demand,  in  part  becauiii 
many  Americans  consider  medical  carel, 
necessity  at  almost  any  price.  i 
By  contrast,  whereas  a  nationii 
health  system  has  kept  Japanese  mecji 
cal  outlays  relatively  low,  the  cost  |i 
housing  in  Japan  BBH^^HHHHi 


THE  U.S.-JAPANESEI 
SAVINGS  DIVIDE 


U.S.  JAPAN 

A  PERCENT  OF  DISPOSABLE 
INCOME 

'1986-1593  AVERAGE 
DATA_  CECD 


is  extraordinarily 
high.  This  has  in- 
duced the  Japa- 
nese to  consume 
veiy  little  housing 
in  real  terms. 

Thus,  in  each 
case,  says  Ando, 
the  high  cost  of  a 
key  consumption 
item  has  affected 
household  sav- 
ing— I'educing  sav- 
ing in  the  U.  S., 
where  high  medi- 
cal costs  are  no 
deterrent  to  spending,  and  enhancir 
saving  in  Japan,  where  high  housirj 
costs  restrain  housing  outlays. 

This  issue  bears  upon  cmrent  U 
efforts  to  cut  business  and  govemmei 
health  outlays  by  passing  more  of  tl 
tab  directly  to  the  public.  While  businei 
has  cut  its  spending,  in  pait  by  requirii 
higher  copayments  ft'om  workers,  tl 
public's  out-of-pocket  health-care  outla; 
as  a  share  of  consumption  have  ris( 
shaiply,  ft-om  5.7%.  in  1988-1989  to  6.9 
in  1993.  If  the  trend  continues,  it  cou 
dampen  future  U.  S.  household  saving 


A  DISPUTE  OVER 
JOB  CREATION 

Small  business  sees  no  letup 


The  Apiil  decline  in  U.  S.  payi'oU  er. 
ployment  has  reinforced  the  vie 
that  a  "soft  landing"  is  here  and  ev6 
raised  some  recessionaiy  fears.  Econ^ 
mist  William  C.  Dunkelberg  of  the  N. 
tional  Federation  of  Independent  Bus 
ness  is  skeptical,  however 

Noting  that  the  Labor  Dept.'s  "ph 
factor"  to  reflect  hiring  at  businef 
startups  was  reduced  by  some  22,0( 
jobs  in  April,  Dunkelberg  arg-ues  th; 
the  agency  is  missing  the  boat  on  j( 
creation:  Rather  than  losing  steam,  er 
ployment  gains  at  small  businesses  aJ 
actually  gathering  strength.  He  poin 
out  that  hiring  plans  by  members  i 
the  NFIB  in  April  were  running  close  1 
their  highest  level  in  21  years.  Thu 
he  expects  "some  major  upward  rev 
sions  in  the  employment  numbers." 
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What's  Miriam  Bergmann's 

SECRET  TO  CULTIVATING 

AWARD-WINNING 

RiGOLETTO  Dahlias? 
(it  aint  the  water.) 


'  ure,  tKey  need 
Ine  mois+Lire,  tut  tke 
little  cLirlin^s  really 
perk  up  to  tlie  classics, 
said  Miriam. 

It  occun-ed  to 
lier  at  tlie  San  Jose 
C  enter  lor  Perlontiinjl 
Arts.Slie  made  tne  intuitive  leap  during  u 
particularly  stii-rin^  passage  ol  Stra\  insl?i  s 
Rites  ol  Spring.  Miriam,  and  lier  dalilias.  can 
he  a  lesson  to  us  all:  a  comniuniby'  endowed 
witli  a  liealtliv  portion  ol  tlie  Arts  enricKes 
tlie  lives  ol  all  wlio  lix  e  tliere. 

But  tlie  numerous,  cjualit^'  Arts  groups 
witliin  tlie  Valley  cant  continue  to  enricli  oui- 
lives  if'tlie  ^rtjujjs  tliemsek  es  aiv  undemourislied. 
Tlie  Art  s  need  money  to  ^rovv. 

Lnter  tKc  Silicon  Valley  Arts  Fund.  Fliis 
unprecedented  project  creates  tlie  linancial 
loundiition  on  wliicli 
tlie  Valle>"s  Arts 


ART'^wheri^ 


groups  can  prosper 
and  ^I'ovv.  Witliout 
it.  tlie  Arts,  lilie 
any  enti'e]ireneurial 
Silicon  Valley 
business,  would 
Ix-  locked  into  a 
start-up  mode. 
^\'e  are  calling  on  tliose  in  positionsto 
support  a  thriving  community  ol  vvorld-cla.ss 
Art  s  to  do  so.  And  nitike  no  mistake,  we  re 
scel?in^  major  inx  es+oi's.  Becjiuse  an  in\  esi- 
ment  in  tlie  Arts  Fund  is  notKin^  less  tlian 
an  in\'es-tment  bacl.  into  tlie  (aliric  ol  Silicon 
X'filley.  its  present.  And  it  s  luture.  So  tliat  lor 
many  seasons  to  come,  music,  dfince,  tlieatcr, 
tlie  \isual  firt.s,  and  imaginations,  can  spi-in^ 
eternal.  Alter  all,  tK  is  used  to  Ke  ctillcd  tlic 
Garden  Valley.  To  talk  seriously  about 
support  ins^  the  Sil  icon  VallevArt  s  Fund. 

408-244-6391. 


An  Idea  Witliout  Mass  Production  Just  Won't  Float. 


At  Advanced  Micro  Devices,  we  ckampion  ideas  tliat  make  a  difference 


to  our  customers.  Ideas  we  will  liave  plenty  ol  capacity  to  produce  witliin 


our  worldwide  manufacturing  facilities.  Tkis  year,  AMD  is  adding 


enormous  capacity  witk  two  billion-dollar  mega-faLs,  one  producing  a 


new  generation  of  Microsoft  Windows  comp  atiLle  microprocessors,  tke 


other  producing  llasli  memory  devices.  To  our  customers  in  the  personal 


computer  and  communications  industries,  that  means  clear  sailing  into 


the  future.  Backed  by  a  clear  vision  of  where  we're  headed  together: 


\{  it's  a  good  idea.  \{  it  makes  a  difference.  Rvm  witli  it. 


AMD 


R  11  n  w  1  ih  it. 


l-800-22'2-9323  Internet:  littp://www.cinid.com 


Introducing  a  new  direction 
in  iiealth  care  coverage. 


Recognize  a  sign  of  opportunity  when 
you  see  it?  Then  new  UniCARE 
Integrated  from  Blue  Cross  of  Cahfornia* 
should  stop  you  in  your  tracks. 
UniCARE  Integrated  is  a  unique  combina- 
tion of  group  medical  and  workers' 
comp  coverage  in  one  economical  package. 

Blue  Cross  has  joined  forces 
with  UniCARE,  one  of  the  state's  largest  and 
most  respected  workers'  comp 
companies,  to  create  this  breakthrough  plan 


for  companies  with  more  than  50  employees.^ 

UniCARE  Integi'ated  streamlines 
the  claims  process,  offering  one  doctor 
network  instead  of  two.  Wliich  saves 
your  company  time  ajid  money.  And  that's 
always  a  good  direction  for  any 
business  to  pursue.  To  find  out  more,  call 
your  Blue  Cross  broker  or  local 
group  sales  office. 


Blue  Cross  of  California 


t  For  companies  wilJl  less  than  50  employees  call  your  Blue  Cross  agent  or  1  -BOO- 999-2273.  ®  a  regisJeretJ  tracJe  mark  ol  the  Blue  Cross  Assoaalion.  SM  is  a  secvjce  mart*  of  WellPo«nl  Health  Networtts  Inc  Medical  coverage  wntlen  tjy  Blue  Cross  ot  Califoma,  Calrfomi; 
Heatit  I  Plans  <jnd  WeUPoint  Ue  Insuance  Companv  Wor1<efs'  compensatKyi  coverage  wntlen  by  UnCARE  Insurance  Company  'Que  Cross  ot  Calilomia  and  CalifomiaCare  Hearth  Plans  are  IndeperKienl  Ixer^sees  of  ihe  Blue  Cross  Assooaton.  ©1 995  Blue  Cross  ot  Cafrtorma, 


Business  Outlook 


f  JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


PAKE  A  DEEP  BREATH,  RELAX, 
m  FORGET  THE  R'  WORD 


U.S.  ECONOMY 


^  TWO  AREAS  THAT 
ARE  LOSING  JOBS 


As  the  old  saying  goes,  be 
careful  what  you  wish  for.  You 
ant  a  soft  landing?  It  might  just  be  on  your  doorstep, 
ut  as  the  data  now  clearly  show,  a  soft  landing  means 
ift  sales  and  hiring,  and  people  are  starting  to  get 
jrvous. 

A  few  economists  are  even  using  the  "R"  word,  but 
icession  worries  right  now  are  way  out  of  place.  The 
;onomy  is  in  the  middle  of  what  is  likely  to  be  a 
lort  and  sharp  inventory  correction  brought  about 
f  the  impact  of  the  Federal  Reserve's  interest-rate 
ikes  on  housing  and  consumer  spending.  A  similar 
)rrection  resulted  in  a  slowdown  in  1986,  after  which 
le  expansion  went  on  its  meny  way. 
it:.  As  businesses  wrestle  their 

inventories  into  better  shape 
relative  to  sales  this  spring 
and  summer,  industrial  produc- 
tion will  remain  on  the  weak 
side  and  employment  gains 
•will  continue  to  slow.  But  after 
the  slowdown,  the  economy  is 
more  likely  to  pick  up  again 
than  it  is  to  spiral  downward 
toward  recession — although  it 
will  not  regain  its  1994  pizzazz. 
Growth  has  plenty  of  supports  to  prevent  a  recession, 
'or  one:  Falling  long-term  interest  rates  will  buoy 
ousing.  The  yield  on  the  benchmark  30-year  Treas- 
ry  bond  crashed  through  7%  on  May  9  to  close  at 
.93%,  the  lowest  in  14  months  (page  41).  Of  broatler  im- 
ortance,  refinancing  activity  is  already  showing  some 
arly  signs  of  activity,  says  the  Mortgage  Bankere  Assn. 
Also,  business  outlays  for  high-tech  equipment  and 
onstruction  are  strong  and  likely  to  remain  so.  And  the 
Irag  on  U.  S.  exports  resulting  from  Mexico's  recession 
nil  have  run  its  course  by  the  second  half,  when  for- 
ign  demand  elsewhere  and  the  cheaper  dollar  will  re- 
unite export  growrth. 

.IKE  THE  1986  SLOWDOWN,  the  1995  episode  might 
veil  have  a  bonus:  It  could  extend  the  expansion.  Slow- 
sr  growth  will  keep  pressui-e  off  wages  and  prices  as  it 
iases  constraints  on  capacity  and  as  it  unwinds  some  of 
he  recent  tightness  in  the  labor  markets — already  ev- 
dent  in  the  April  job  report  (chart). 

At  first  blush,  those  job  numbers  looked  pretty  omi- 
lous.  The  unemployment  rate  jumped  to  5.8%,  up  fi:'om 
i.5%  in  March,  and  payrolls  actually  shi-ank  by  9,000, 
he  first  decline  in  more  than  two  years. 


■manufacturing 
■30  "b  temporary  help 
services 

■«5  

^THOUSANDS.  MONTHLY  CHANGE 
DATA:  mOR  DEPT,  BUSINESS  WEEK 


To  be  sure,  job  gi'owth  is  slowing,  but  the  Labor 
Dept.  pointed  to  "an  unusual  set  of  circumstances" 
that  exaggerated  the  April  weakness  in  payrolls.  Be- 
cause of  seasonal  quirks,  the  poor  showing  was  in  effect 
a  payback  for  questionably  large  job  gains  in  Febraary 
and  March.  Also,  the  April  dip  included  32,000  striking 
supermarket  workers  in  California. 

Still,  signs  of  slower  gi*owth  were  evident.  The  48.7% 
of  industries  adding  workers  in  April  was  the  lowest  in 
2]4  years.  Big  job  losers  in  the  month  were  manufactur- 
ing, down  28,000,  and  construction,  off  20,000.  Tempo- 
rary-employment services  shed  21,000  temps,  ty]3ically 
the  fii'st  to  go  as  business  wanes. 

The  factory  workweek  fell 
a  steep  36  minutes,  to  41.3  UNiT  LABOR  COSTS: 
hours.  A  shorter  workweek  STILL  UNDER  CONTROL 
usually  precedes  cutbacks  in 
output  and  hiring.  The  drop 
in  manufacturing  hours  sug- 
gests a  second  consecutive  de- 
cline in  industrial  production 
in  April. 

So  far  this  year,  job  gains  "^'90  91  92  '93  '94  ■% 
have  averaged  173,000  per    apercent  change  from  a  year  ago 
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month,   down   irom  nearly 

300,000  during  the  second  half  of  last  year.  Given  the 
recent  uptrend  in  initial  jobless  claims,  job  groMrth  for 
the  rest  of  the  year  seems  likely  to  maintain  a  slower 
pace.  Hiring  will  be  sufficient  to  generate  income  for 
consumers,  but  the  jobless  rate  may  drift  up  a  bit. 

ONE  KEY  ARGUMENT  for  recession  is  that  the  Feder- 
al Reserve  has  already  raised — or  is  about  to  raise — 
interest  rates  too  much  and  thus  di'ain  the  monetaiy 
blood  from  this  expansion.  Overtightening  has  always 
contributed  much  to  past  recessions. 

However,  the  Fed's  actions  of  the  past  16  months 
wei'e  preemptive  strikes  against  inflation.  And  the  lat- 
est data  on  productivity  and  unit  labor  costs  show  that 
price  pressures  are  ahnost  nil  (chart).  In  fact,  the  slow- 
down in  unit  costs  actually  strengthens  the  case  that 
the  Fed's  next  move  could  be  one  of  easing. 

Productivity  in  the  nonfarm  business  sector  grew 
at  an  annual  rate  of  0.7%  in  the  fu-st  quarter,  on  top  of 
a  revised  4%  advance  in  the  fourth.  In  manufacturing 
alone,  output  per  hour  worked  jumped  3.6%.  Over  the 
past  year,  factory  productivity  has  risen  a  steep  4%. 

Growth  in  productivity  in  coming  quarters  will  not 
look  as  strong.  The  cyclical  forces  that  pushed  up  effi- 
ciency early  in  this  expansion  have  pretty  much  run 
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their  course.  But  companies  will  remain  committed  to 
increasing  efficiency,  because  rising  productivity  has 
kept  a  lid  on  unit  labor  costs  and  bolstered  profits. 

Unit  labor  costs — the  cost  per  unit  of  output — I'ose  at 
an  annual  rate  of  3.4%  last  quarter,  after  falling  slight- 
ly in  the  fourth.  Over  the  past  yeai;  though,  unit  labor 
costs  are  up  just  1.4%,  while  factory  unit  costs  have 
dropped  1.5%.  The  puny  growth  in  overall  unit  labor 
costs  among  all  nonfarm  businesses  is  about  half  the 
nse  of  inflation  economywide.  That  gap  means  business- 
es are  in  a  good  position  to  make  money  even  as  sales 
volumes  slip  during  the  slowdown. 

BUT  WILL  WORKERS  make  any  money?  A  steady 
di'op  in  consumer  spending  is  another  part  of  the  reces- 
sion thesis.  So  far,  incomes  are  growing  at  a  healthy 
pace.  The  tornd  rise  in  credit,  though,  bears  watching. 

In  April,  hourly  nonfarm  wages  increased  0.6%,  to 
$11.39.  That  gain  and  a  longer  overall  workweek  pushed 
up  weekly  paychecks  by  0.9%,  implying  that  personal 
income  rose  in  April.  How  much  of  that  went  to  taxes 
remains  to  be  seen  when  the  Commerce  Dept.  reports 
the  income  data  on  June  1. 

April  spending  doesn't  look  as  encouraging,  however. 
Early  reports  ft'om  retailers  and  a  drop  in  motor  vehi- 
cle sales  suggest  that  consumer  spending  stmggled  to 
rise  last  month,  after  growing  at  an  annual  rate  of 
just  1.4%.  in  the  first  quarter. 
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DEBT  IS  BACK  TO 
LATE '80s  LEVELS 


But  even  though  spending  looks  sluggish,  borrow.g 
doesn't.  Installment  credit  grew  $13.8  billion  in  Man. 
after  gains  averaging  $8.3  billion  in  the  previous  t  c 
months.  The  March  surge  was  the  biggest  since  Augi' 
and  half  the  rise  was  in  revolving  debt,  which  inclu(, 
credit  cards.  It  jumped  $6.7  billion. 

As  a  pei'centage  of  dispos- 
able income,  installment  credit 
rose  to  18%.  in  the  first  quarter, 
the  highest  since  the  debt- 
crazed  1980s  (chart).  To  be 
sure,  some  of  the  increase  can 
be  Unked  to  convenience  use 
of  credit  cards — balances  that 
are  paid  off  at  the  end  of  the 
month.  But  because  retail  sales 
have  slowed  so  sharply,  the 
rise  may  also  say  that  consum- 
ers are  tiimming  their  monthly  repayments  of  old  de 

If  so,  higher  rates  are  squeezing  some  households, 
recent  sui-vey  by  Western  Union  Commercial  Servi(^ 
shows  that  "paying  other  financial  obligations"  is  t 
reason  most  frequently  given  by  delinquent  borrowt- 

As  long  as  incomes  grow  steadily,  though,  consume 
are  unlikely  to  throw  in  the  towel.  Their  spending  \' 
buoy  the  expansion  this  year,  helped  by  capital  inve 
ment  and  exports.  Growth  in  those  three  sectors  shoig  i 
keep  the  recession  bears  at  bay.  ^ 


A  PERCENT.  QUARTERLY  AVERAGES 
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THE  PESETA:  CALM  AFTER  THE  STORM 


Despite  Spain's  improving 
economy,  its  financial  markets 
languished  earlier  this  year,  as  the 
peseta  weakened  and  was  official- 
ly devalued  on  Mar.  6.  Now,  how- 
ever, the  peseta  has  stabilized, 
and  the  stock  market 
has  hit  a  1995  high 
with  record  volume, 
while  bonds  are  rally- 
ing as  well.  Both  for- 
eign and  domestic  in- 
vestors are  showing 
enthusiasm  amid 
strong  first-quarter 
profits  and  continued 
economic  gains. 

Real  gross  domestic 
product  rose  at  an  annual  rate  of 
3%  in  the  first  quarter',  according 
to  estimates  by  the  Bank  of 
Spain.  That's  in  line  with  the  3% 
pace  expected  foi"  all  of  1995  and 
up  ft-om  2%  in  1994.  Exports, 


THE  PESETA  REGAINS 
ITS  BALANCE 


DATA  DRI/McGRAW^HILL 


growing  at  a  20%  annual  rate,  are 
fueling  industrial  output  with 
help  from  business  investment. 
Consumer  spending  still  lags  in 
the  face  of  wage  restraint,  low 
confidence,  and  high — but  dimin- 
ishing— ^joblessness. 

The  peseta's  new 
balance  appears  sus- 
tainable. Further 
interest-rate  hikes  to 
control  inflation  seem 
likely,  and  the  Social- 
ist government  man- 
ages to  hang  on  de- 
spite accusations  of 
corruption.  Also,  the 
currency  does  well 
during  the  summer  tourist 
months. 

Risks  remain,  however,  espe- 
cially pohtically.  The  May  28  re- 
gional elections  will  shape  the  di- 
rection of  Spain's  much-needed 


flscal  reform,  since  regional  gov- 
ei'nments  have  increasing  sway  in 
central  government  policy.  Ruling 
Socialist  Pai-ty  Prime  Minister 
Felipe  Gonzalez  wants  a  lean  199( 
budget,  but  the  Socialists  are  ex- 
pected to  lose  gi'ound  in  the  up- 
coming elections. 

The  Socialist  alliance  with  the 
center-right  Catalan  nationalists 
is  showing  cracks,  and  the  main 
opposition,  the  center-right  Parti- 
do  Popular,  is  expected  to  gain. 
So  chances  for  early  general  elec- 
tions are  rising,  and  the  1996 
budget  may  be  watered  down, 
leaving  the  tough  cuts  to  the  nex 
government. 

The  other  potential  spoiler  in 
Spain's  outlook  is  inflation.  So  far 
this  year,  wage  demands  are  mod- 
est, and  plenty  of  capacity  re- 
mains idle — but  pressure  from 
both  sources  will  grow  next  year. 
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TRADE 


YOUR  MOVE, 
JAPAN 


Clinton  bets  Tokyo 
will  talk  turkey 
before  his  painful 
sanctions  kick  in 

It  was  a  balmy  Sunday  afternoon, 
but  the  mood  inside  the  Oval  Office 
on  May  7  was  somber.  President 
Clinton,  Ti-easuiy  Secretary  Robert 
E.  Paibin,  and  other  top  economic  advis- 
ers were  mulling  punitive  taiiffs  against 
Japan  after  the  collapse  of  talks  aimed 
at  prying  open  Tokyo's  auto  market. 

The  President's  chief  worry:  Would 
sanctions  roil  the  financial  markets?  In 
the  past,  talk  of  a  U.  S.-Japan  trade  wai' 
caused  the  dollar  to  tank  against  the 
yen,  sending  jitters  through  Wall  Street 
and  making  the  Wliite  House  back  away 
from  the  brink.  This  time,  Rubin  as- 
sured Clinton  that  traders  had  already 
discounted  the  dollar  in  anticipation  of 
sanctions.  "Not  acting  could  be  just  as 
peinicious"  to  the  gi'eenback  as  pressing 
the  fight,  warned  one  senior  adviser. 

As  the  40-minute  meeting  wi-apped 
up,  a  resolute  Clinton  gave  unqualified 
approval  to  the  most  seiious  trade  con- 
frontation with  Tokyo  yet.  The  strategy 
now  is  two-pronged.  The  Administra- 
tion will  slap  up  to  .$5  billion  worth  of 
taiiffs  on  Japanese  luxury-car  and  mini- 
van  impoits.  And  the  Clintonites  ]jlan  to 
take  their  case  to  the  new  World  Ti-ade 
Organization,  accusing  Japan  of  collu- 
sive {practices  that  shut  out  competition 
in  its  car.  and  auto-parts  markets. 
"We're  going  to  resolve  this  matter-  and 
open  Japanese  fauto]  markets  one  way 
or  the  othei',"  vows  U.  S.  Ti'ade  Repre- 
sentative Mickey  Kantor. 


The  unprecedented  penalties  on  Jap- 
anese imports  would  take  effect  by  June 
unless  the  Japanese  offer  a  deal — and 
Administration  officials  calculate  they 
will.  Japanese  officials,  who  have  thi'eat- 
ened  a  WTO  complaint  of  their  own  in 
response,  seemed  caught  off  gnaixl  by 
the  tough  actions.  Now,  world  markets 
appear  to  be  betting  that  Japan  will 
blink  first.  On  May  10,  announcement 
of  the  U.  S.  actions  pushed  the  dollar 
up  slightly  against  the  yen.  Big  Three 
auto  stocks  also  jumped. 
JUMPING  THE  GUN?  Tokyo  thinks  it  has 
good  gr(.iunds  to  challenge  the  U.  S.  ac- 
tions. Japanese  officials  contend  that  the 
U.  S.  needs  wto  approval  before  it  can 
slap  sanctions  on  their  products.  "Unilat- 
eral actions  that  violate  international 
rules  are  not  acceptable  to  us,"  says 
Kiyohiko  Nanao,  a  top  economics  official 
at  the  Japanese  Embassy  in  Washing- 
ton. Yet  even  before  the  announcement 
of  sanctions,  U.  S.  officials  said  Japan 
was  hinting  at  a  resumption  of  talks  to 
resolve  the  dispute  before  the  fii'st  shot 
in  the  trade  battle  is  fii'ed. 

Wliatever  the  outcome,  this  is  a  high- 
stakes  game.  Just  the  prospect  of  crip- 
pling tariffs  on  Japanese  imports  is 
sending  shock  waves  through  auto  cir- 
cles from  Motown  to  Toyota  City.  The 
sanctions,  which  would  send  duties  soar- 
ing fi-om  a  ciuTent  2.5%  to  25%  or  moi'e, 
would  clobber  sales  of  upscale  models 
such  as  Toyota's  Lexus,  Honda's  Acura 
Legend,  and  Nissan's  Infiniti.  The  Japa- 
nese auto  makers  already  have  been 
hurting  from  the  yen's  19%-  rise  against 
the  dollar  so  far  this  year,  and  the  tar- 
iffs will  price  them  out  of  the  most  prof- 
itable U.  S.  niche.  "It  could  be  devastat- 
ing," says  Jack  H.  Thompson,  president 
of  Thompson  Lexus  of  Doylestown,  Pa. 
"It  could  inin  Lexus." 

Detroit  may  suffer  damage  as  well. 
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SOAK  THE  RICH  Japanese  car  lin 
such  as  Toyota's  Lexus,  Honda's  Ai 
and  Nissan's  Infiniti,  hold  32%  of 
U.S.  luxury  market.  Sanctions  on  t 
would  mainly  hit  wealthy,  not  mida 
class,  buyers.  A  potential  hitch:  Th 
mam  beneficiaries  could  be  Germai 
Mercedes  and  BMW,  not  Detroit. 

Many  Lexus  and  Infiniti  dealers  als( 
own  Cadillac  or  Lincoln  shops  and  ai't 
highly  leveraged.  If  their  Japanese  lux  , 
ury  franchises  are  wrecked,  "you  could  J 
end  up  topi:)Iing  a  house  of  cards  and  i 
pulling  other  dealerships  down  with  it,''  2- 
warns  Jim  Olson,  Toyota  Motor  Corp.'^  i 
gToup  vice-president  for  external  affairs. « 

It's  a  risk  U.  S.  policymakers  ai'e  pre-  s;. 
pai'ed  to  take.  They're  fnistrated  after  a 


The  President  seems  to  have  the  upper 
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linton  Administration's  strategy  is  to  hit  Japanese  products  with  big  puni- 
iriffis  while  hurting  as  few  American  consumers  as  possible: 


MPTIVE  STRIKE  GM,  Ford,  and 
ier  control  nearly  all  of  the  U.S. 
3n  market.  Already,  Japan's  share 
market  has  plummeted  since  a 
Big  Three  complaint  that  Japa- 
:armakers  were  dumping  mini- 
n  the  U.S.  The  big  losers  are 
3's  Previa  and  Mazda's  MPV. 


FULL-COURT  PRESS  The  Clintonites 
will  file  charges  with  the  new  World 
Trade  Organization  against  Japan, 
charging  the  Japanese  with  a  pattern 
of  collusive  trade  practices  that  shuts 
out  competition.  Japanese  officials  are 
threatening  to  file  countercharges  that 
U.S.  sanctions  violate  WTO  rules. 


3  months  of  fmitless  negotiations  over 
irs  and  auto  parts,  which  account  for 
early  60%  of  Tokyo's  $66  billion  trade 
xrplufi  with  the  U.  S.  The  problem,  Ad- 
linistration  officials  claim,  is  that  Japan 
asn't  budged  much  in  talks  aimed  at 
roviding  greater  access  for  Detroit's 
ars  in  Japanese  showrooms  and  relax- 
ig  reg-ulations  that  bai-  the  sale  of  U.  S. 
arts  in  local  repair  shops.  The  biggest 


sticking  point  has  been  Japan's  refusal 
to  agree  to  increase  U.  S.  auto-part  pui'- 
chases  by  a  specific  amount,  a  key  Ad- 
ministration demand. 

So  far,  Tokyo  has  won  the  public-rela- 
tions war.  Japanese  officials  scored 
points  by  condemning  the  U.  S.  proposal 
as  "managed  trade."  But  the  Clinton- 
ites figiu'e  the  domestic  political  payoff 
and  the  global  economic  consequences  of 


a  threatened  trade  war  are  overwhelm- 
ingly in  Washington's  favor.  Hanging 
tough  with  Japan  will  play  well  with 
disaffected  blue-collar  workei-s,  especial- 
ly members  of  the  United  Auto  Work- 
ers, a  potent  Democratic  force  in  key 
electoral  states  such  as  Ohio  and  Michi- 
gan. U.  S.  business  has  chimed  in,  too. 
"The  federal  government  should  make  it 
clear  to  the  Japanese  that  they  aren't 
playing  fair  and  that  we  won't  stand 
for  it,"  says  Roland  S.  Boreham  Jr., 
chairman  of  Baldor  Electric  Co.  of  Fort 
Smith,  Ark. 

SURER  TOUCH.  The  showdown  with  To- 
kyo gives  Clinton  an  opportunity  to  ap- 
pear strong  at  a  time  when  he  has  little 
chance  of  moving  an  agenda  through 
the  Republican-controlled  Congress. 
"Standing  up  for  reciprocity  in  trade  is 
tantamoimt  to  standing  up  for  America," 
says  Democratic  pollster  Geoffrey  Gar-in. 
An  added  benefit:  The  moves  will  blunt 
the  criticism  of  neo-isolationists  who  op- 
pose Clinton's  free-trade  moves  in  Lat- 
in America  and  Asia  (page  124). 

Often  ham-handed  when  it  comes  to 
confronting  Japan  on  trade  issues,  the 
Clintonites  seem  to  be  showing  a  surer 
touch.  The  breakdown  in  trade  negotia- 
tions with  Tokyo  in  February,  1994, 
sparked  a  run  on  the  dollar.  This  time, 
"sanctions  have  been  widely  advertised 
by  the  Administration,"  so  the  impact 
on  the  markets  has  been  muted,  says 
David  Hale,  chief  economist  at  Kemper 
Financial  Services  Inc.  in  Chicago. 

In  fact,  financial  trends  ai'e  i-unning  in 
Washington's  favor.  The  strong  yen 
threatens  to  prolong  Japan's  recession, 
but  the  U.  S.  stock  market  is  setting 
records  almost  daily,  and  the  bond  mar- 
ket is  rallying  (page  41). 

To  minimize  harm  to  U.  S.  industry 
and  middle-class  American  consumers, 
the  Administration  chose  to  target  Jap- 
anese luxuiy  imports.  Would-be  Lexus 
buyers  have  lots  of  alternatives,  from 
U.  S.  Cadillacs  and  Lincoln  Continen- 
tals to  German  bmws  and  Mercedes. 
That  surgical  strike  is  meant  to  pres- 
sure Japanese  cannakers  into  pleclging 
to  buy  more  U.  S.-made  parts.  And 
bringing  a  broad  claim  against  Japan 
at  the  WTO  could  undercut  its  thi'eats  to 
file  unfair-trading  charges  against  the 
U.  S.  at  the  new  global  court. 

But  the  political  rhetoric  on  both 
sides  has  escalated  to  the  point  that  it 
will  be  tough  for  either  to  find  a  face- 
saving  compromise.  "Everyone  has 
drawn  too  many  lines  in  the  sand,"  frets 


1  record  Dows  at  home,  a  reeling  economy  in  Japan 
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one  U.S.  official.  The  worst-case  sce- 
nario goes  like  this:  The  sanctions  go 
into  effect,  Tokyo  retaliates  by  quietly 
slowing  e.xports  of  electronic  compo- 
nents essential  to  the  U.  S. — forcing 
American  plants  to  cut  production.  Fi- 
nancial markets  get  fidgety.  Then,  in  a 
year,  the  WTO  decides  in  Japan's  favor. 

But  even  if  that  happens,  Japan  could 
still  lose  out.  Its  auto  makers  would  be 


hemorrhaging  red  ink — Mazda  Motor 
CoqD.  and  Nissan^  Motor  Co.  are  already 
hurting  badly.  And  a  WTO  decision 
against  the  U.  S.  could  prompt  Chnton 
to  withdraw  fi-om  the  WTO  under  pres- 
sure fi'om  America  Firsters.  That  would ' 
undermine  a  new  world  trading  system 
it  took  seven  years  to  negotiate. 

With  so  much  at  stake,  both  sides 
will  probably  blink — eventually.  But 


right  now,  with  Japan  least  able  to 
ford  a  drawn-out  confi-ontation,  the  U 
is  waiting  for  Tokyo  to  make  the  ne 
move.  So  long  as  the  stock  and  bo; 
markets  take  the  showdown  in  stric 
the  Clintonites  have  no  intention 
backing  down  anytime  soon. 
By  Amy  Bomis  in  Washingtori,  m 
Kathleen  Kerwin  and  David  Woodn 
;h  Detroit  and  Edith  Updike  in  Tokyi 


IN  JAPAN'S  CORNER,  A  RESOLUTE  INFIGHTER 


With  his  Elvis  sideburns 
and  wicked  wit.  Interna- 
tional Trade  &  Industry 
Minister  Ryutai'o  Hashimoto 
scarcely  fits  the  role  of  Japanese 
mandarin.  Then  there's  his  pen- 
chant for  caustic  outbursts. 
When  U.  S.-Japanese  trade  talks 
collapsed  on  May  5,  Hashimoto 
likened  his  dealings  with  U.  S. 
Ti'ade  Representative  Mickey 
Kantor  to  returning  home  to 
face  his  angiy  wife  after  a  late- 
night  drinking  session. 

Irreverent,  yes.  But  Hashimo- 
to's in-your-face  style  is  playing 
well  with  Japanese  voters  wor- 
ried about  the  i-unaway  yen  and 
resentful  of  America's  trade 
biinksmanship.  A  fonner  Fi- 
nance and  Foreign  Minister, 
Hashimoto,  57,  is  emei'ging  as  a 
Liberal  Democratic  Party  (ldp) 
heavyweight  who  is  showing  Ja- 
pan how  to  say  "no"  to  America. 
"There  is  a  sense  that  the  U.  S. 

has  set  out  to  destroy  the  Japa-  . ,  ^  ^  ^ 

nese  economy  through  manipula-  SCOiamgS  WOUlCl  gCt  the 
tion  of  the  cuiTency  rates,"  says    .  .  ->  o  i 

James  Abeggien,  a  professor  of  Americaiis  iiowhere  tast 

international  business  at  Tokyo's 


UNREPENTANT 


let  Kantor  know  that 


Sophia  University. 
GOLDEN  OPPORTUNITY.  Hashimoto's 
brashness  seems  certain  to  enhance 
his  ambitions  to  become  Prime  Min- 
ister. His  shot  at  the  top  could  come 
soon.  Japan's  incredible  poUtical  mo- 
rass— three  governments  have  fallen 
since  1993 — has  resulted  in  incredibly 
weak  leadership.  Stung  by  the  gov- 
enmient's  poor  handling  of  the  Kobe 
earthquake  in  January,  the  appr-oval 
rating  of  Prime  Minister-  Tomiichi 
Murayama  plummeted  to  39.1%  in 
April.  Murayama's  grab-bag  coalition, 
dominated  by  the  ldp  and  his  own 
Social  Democratic  Party,  looks  vul- 
nerable. "Murayama  is  already  gone," 
says  Yasunori  Sone,  a  political  scien- 


tist at  Keio  University.  "He's  a  lame 
duck."  However,  the  rival  New  Fron- 
tier Party,  formed  by  ldp  defector 
Ichiro  Ozawa,  hasn't  shown  much  ap- 
peal with  voters,  either. 

With  a  gener'al  election  likely  late 
this  year  or  in  eariy  1996,  the  pro- 
business  LDP  will  probably  maintain 
control  of  any  new  government.  That 
means  the  next  Prime  Minister  may 
well  come  from  the  ldp's  ranks. 
Hashimoto  is  on  the  short  list,  as  is 
Foreign  Minister  Yohei  Kono,  who 
warned  on  May  9  that  U.  S.-Japanese 
trade  ties  were  getting  too  "emotion- 
al." Both  men  ar'e  r-epresentative  of  a 
new  gener-ation  moving  into  key  de- 
cision-making posts.  Unlike  their  el- 


der's, their  perceptions  of  the 
U.  S.  aren't  shaped  by  America's 
benevolence  in  the  years  imme- 
diately follovving  World  War  II. 

The  son  of  an  occupation-era 
Cabinet  minister — he  was  a  sec- 
ond-gr"ader  when  the  U.  S. 
bombed  Japan  into  submission 
in  1945 — Hashimoto  has  long 
viewed  America  more  as  a  rival 
than  a  protector.  His  early  ca- 
reer as  an  e.xecutive  of  a  textile 
company  was  deeply  influenced 
by  U.  S.  trade  restrictions  on 
Japanese  cotton  goods  in  the 
1960s.  If  Hashimoto's  pohtical 
ambitions  prevail,  Washington 
will  be  facing  the  most  assertive 
Japanese  Prime  Minister  in 
postwar  history. 
DONT  BULLDOZE.  Hashimoto  oc- 
casionally shocks  American  visi- 
tors. At  a  U.  S.-Japanese  busi- 
ness meeting  in  Febrirary,  he  lit 
into  Cater-pillar  Chair-man  Don- 
ald V.  Fites  when  Fites  asked  if 
the  government  shouldn't  push 
Japanese  auto  dealers  to  be 
more  open  to  U.  S.  goods.  De- 
parting fi'om  talking  points 
crafted  by  miti  bureaucrats, 
Hashimoto  said  Japan  would  give  in 
"if  you  Americans  for'ce  IBM  dealer- 
ships to  sell  Fujitsu  and  NEC  comput- 
ers," according  to  one  U.  S.  business- 
man who  attended  the  affair. 

That  kind  of  chutzpah  is  gaining 
more  currency  in  a  Japan  that  is 
edgy  about  its  economy  and  less 
wornied  about  offending  the  U.  S. 
"The  best  that  we  can  do  for  rela- 
tions right  now  is  to  get  the  trade 
dispute  over  with,"  frets  U.  S.  Am- 
bassador to  Japan  Walter  F.  Mon- 
dale.  If  Hashimoto  rises  to  the  top, 
however,  Washington  may  find  that  it 
faces  a  leader  who  has  a  taste  for 
settling  old  scores. 

By  Brian  Bremner  in  Tokyo 
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IE  BOND  MARKET 


The  Bank  of  Japan  has  been  a  big- 
buyer,  says  Alfred  Kingon,  head  of  in- 
vestment firm  Kingon  International  and 
foiTner  U.  S.  ambassador  to  the  Europe- 
an Community.  To  keep  the  yen  from 
bouncing  higher,  "they're  buying  our 
bonds,  driving  the  market  up,  and  stabi- 
lizing the  dollar  for  the  short-term,"  he 
says.  Ti-aders  betting  the  Japanese  sup- 
port plan  would  fizzle  took  big  short 
positions  in  notes,  says  Leslie  Rosen- 
thal of  Chicago  trading  finn  Rosenthal- 


OBODYSAW 
HE  YIELD  SIGNS 

I  hy  the  startling  bond  rally  caught  Wall  Street  off  guard 

I bad  case  of  whiplash.  That's  about 
the  only  way  to  describe  what  gov- 
ernment-bond traders  have  expe- 
mced  since  the  beginning  of  May.  In 
3t  six  trading  sessions,  30-year  Ti'eas- 
y  bonds  rallied  almost  half  a  percent- 
;e  point  before  stalling  on  May  10. 
lat  move  sent  the  yield  of  long  bonds 
iwn  to  about  7%,  its  lowest  level  in 
ore  than  a  year.  Between  furious 
luts  of  trading,  flummoxed  traders 
ied  to  make  sense  of  a  dramatic  move 
at  few  had  forecast. 
What    caused  the 
)0ut-face  in  market 
•ntiment?  Weaker- 
lan-expected  auto 
lies,  retail  sales,  and 
nployment  numbers 
•e  the  main  factors, 
ach  signs  of  economic 
owdown  all  but  wiped 
it  inflation  fears.  "Re- 
^Rsion,  recession,  re- 
ission:  That's  the  buzz- 
ord  [on  the  trading 
oor],"  says  Chicago 
oard  of  Trade  Chair- 
lan  Patrick  H.  Arbor 
Few  trading  houses 
nd  banks  will  admit  to 
iking  a  hit,  but  trad- 
rs  say  many  fii'ms,  in- 
luding  some  primary 
ealers  of  government 
ecurities,  were  short- 
\g  Ti'easuries  as  re- 
ently  as  May  3.  Then 
ame  April's  employ- 
lent  report,  released 
n  May  5.  Its  higher-than-expected  job- 
jss  figures  sent  investors  scr-ambling  to 
over  short  positions.  "You  could  see  a 
)t  of  what  you'd  almost  call  panic  buy- 
ig,"  says  Ai'bor. 

The  severity  and  swiftness  of  the 
love  in  bonds  was  largely  unexpected. 
)aniel  J.  Callahan,  head  of  government 
ecurities  at  PaineWebber  Inc.,  calls  it 
one  of  the  most  startling  rallies  the 
larket  has  seen  in  a  long  time."  In- 
eed,  since  Jan.  1,  the  long  rate  has  fal- 
3n  about  one  percentage  point.  Eco- 
lomic  fundamentals  can  explain  the 
lownward  dii-ection,  but  Callahan  ties 
he  magnitude  of  the  move  to  foreign 
entral  banks  bujing  dollai-s — more  than 
40  billion  so  far  this  year — and  put- 
ing  money  into  two-year  notes. 


the  duration  of  their  portfolios.  That 
means  buying  more  government  bonds. 

Why  aren't  the  Wall  Street  finns  rak- 
ing in  the  bucks  and  cheering  this  decline 
in  rates  the  way  they  did  in  1993?  Tioie, 
investment  houses  have  an  inventoiy  of 
bonds,  and  their  fortunes  improve  any- 
time interest  rates  go  down.  But  this 
time,  inventories  of  Treasmy  bonds  were 
probably  too  thin  to  yield  any  significant 
profits.  "Some  traders  may  have  been 
bullish  on  bonds,  but  after  being  kicked 
in  the  head  by  last  yeai-'s  bond  market, 
they  probably  didn't  have  the  courage 
of  their  convictions,"  says  Joel  linger,  a 
partner  in  New  Yoi'k  investment  man- 
agement firm  Stralem  &  Co. 

Where  do  rates  go  from  here?  Natu- 
rally, a  lot  depends  on  how  sharply  the 
economy  slows  and  how  the  Fed  reacts. 
"The  market  is  implicitly  forecasting 
that  the  Fed  will  ease  by  50  basis  points 

LONG-BOND 
YIELDS  TUMBLE 


-in- 


MAY  10 
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pressure  on  ite^ 


5lds  was  expected. 


The  severity  and  swiftness  of  the  drop  was  not 


Collins  Group:  "Guys  were  waiting  for 
Japan  to  dump." 

That's  just  one  reason  for  all  the  ac- 
tion in  Ti'easuiies.  "There  is  significantly 
less  coipoi-ate  issuance  in  the  world,  be- 
cause coiporations  need  less  money,"  says 
Peter  G.  Hii'sch,  head  of  the  government 
desk  at  Salomon  Brothei-s  Inc.  Also,  few- 
ei'  mortgage  seciuities  ai'e  being  ci'eated. 
Such  a  shoitage  of  paper  makes  Ti-eas- 
uiies  all  the  more  allming. 
WHY  NO  CHEERS?  A  loish  out  of  mort- 
gage-backed securities  also  contributed 
to  the  incredible  shrinking  Ti-easury 
yield.  If  the  Fed  were  to  lower  rates  to 
stave  off  a  recession,  prepayments  on 
mortgages  would  speed  up.  That  sce- 
nario has  money  managers  and  investors 
seeking  noncallable  paper  to  lengthen 


in  the  next  six  months,"  says  the  head 
of  fixed-income  trading  at  a  major  in- 
vestment house.  He  regards  that  possi- 
bility as  "highly  unlikely."  Salomon's 
Hirsch  agi-ees  that  rates  could  go  back 
up.  He  thinks  that  the  market  is  ahead 
of  itself,  being  driven  more  by  technical 
factors  than  fundamentals. 

Still,  recession  fears  may  keep  the 
pressure  on  yields  for  the  next  few 
months.  In  the  longer  tenn,  linger  is 
willing  to  forecast  that  yields  could  fall 
to  less  than  5%  "if  it  appears  that  we're 
on  a  path  towai'd  a  balanced  budget." 
If  so,  bond  markets  could  remain  tur- 
bulent for  some  time.  Ti-aders,  beware 
of  whiplash. 

By  Suzanne  Woolley  in  New  York, 
with  Greg  Burns  in  Chicago 
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THE  ECONOMY 


BIG  GOVERNMENT  READS 
ITS  OWN  OBITUARY 

Even  watered-down  GOP  budget  cuts  would  rock  Washington 

Ever  since  their  landslide 
election  last  November, 
congi'essional  Republicans 
have  vowed  to  biing  a  revolu- 
tion to  Washington.  Now, 
stepping  beyond  the  slogans, 
they  have  begun  to  show  tlic 
public  just  what  their  vision 
will  mean.  On  May  9-10,  thf 
GOP-controUed  House  and  Sen- 
ate Budget  Committees  un- 
veiled fiscal  agendas  that  imt 
only  propose  to  balance  the 
budget  but  would  profoundly 
restructure  government. 

Medicare  would  be  over- 
hauled to  slow  spiraling  costs. 
Medicaid  and  welfare  would 
be  cut  and  turned  over  to  the 
states.  Funds  for  national 
parjis,  federal  law  enforce- 
ment, highway  and  mass- 
ti"ansit  building,  envii-omriental 
protection,  and  export  incentives  would 
be  slashed.  The  Senate  panel  would  kill 
more  than  100  progTams  and  agencies, 
including  the  Commerce  Dept.,  while 
the  House  would  ax  more  than  300. 

Even  Social  Security — which  the  gop 
pledged  to  leave  unscathed — would 
take  a  modest  hit,  though  it  would 
come  through  the  back  door.  By  pro- 
posing to  lower  the  official  measure  of 
inflation,  the  House  Budget  panel 
would  reduce  annual  cost-of-living  in- 
creases for  retirees. 
BUSINESS  UNSPARED.  Ultimately,  the  gop 
would  dismantle  many  of  the  corporate 
subsidies  they  created,  as  well  as  the  so- 
cial safety  net  built  by  Demo- 
crats. "You're  talking  about 
the  biggest  stinctui'al  change 
of  our  government  in  de- 
cades," says  Steven  E.  Schiei; 
a  political  scientist  at  Carleton 
College  in  Northfield,  Minn. 
Adds  House  Budget  Commit- 
tee Chairman  John  R.  Kasich 
(R-Ohio):  "We're  about  a  rev- 
olution in  this  town." 

The  gop  leadership  has  a 
long  way  to  go  before  the 
spending  tai'gets  produced  by 
the  budget  panels  actually  be- 
come law.  Their  ambitious 
blueprints  will  be  under  tre- 


mendous  pressure  trom  Democrats  and 
fi'om  traditional  gop  constituents — fann- 
ers upset  over  cuts  in  crop  supports, 
veterans  angered  by  curbs  on  benefits, 
and  corporate  executives  who  don't 
want  to  lose  their  business  subsidies. 
"Republicans  are  going  to  take  incred- 
ible political  heat  for  the  next  nine 
months,"  says  Stephen  Moore,  director 
of  fiscal  policy  studies  at  the  libertarian 
Cato  Institute.  "They're  going  to  have 
to  have  the  fortitude  to  pass  a  budget 
that's  going  to  be  very  unpopular" 

Ultimately,  indeed,  there  is  little 
chance  that  spending  cuts  of  the  magni- 
tude of  those  proposed  by  the  House 


HOW  THE  AX 
MAY  FALL 


Planned  House  and  Senate  budget 
cDnimittee  cuts  in  some  key  prosmms: 
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FISCAL  YEAR  2002  SPENDING 

■  CURRENT  PUNS 

■  SENATE  PROPOSAL 
SSi  HOUSE  PROPOSAL 


MEDICARE 


ABILLIONS  OF  DOLLARS 


MEDICAID  AND  OTHER  EDUCATION 
HEALTH  SPENDING 

DATA:  SENATE  AND  HOUSE  BUDGET  COMMITEES 
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Budget  panel — ^slashing  $1.4  trillion  fr  jii! 
spending  in  seven  years — will  be  ena 
ed.  Even  if  such  a  plan  made  it  to  1 
White  House,  President  Clinton  woi 
never  sign  it.  But  the  Administrati  U 
is  hinting  that  it  may  be  open  to  n 
spending  cuts.  And  even  if  the  gop  fj  n 
to  balance  the  budget  by  2002,  it 
ready  has  won  the  debate  over  whetl^ 
to  dramatically  shrink  government.  C( 
cedes  liberal  Senator  Fra; 
R.     Lautenberg  (D-N..J: 
4-   "There  is  a  consensus  n 
?,v   ought  to  do  this.  Now,  the 
sue  is  how  do  we  do  it." 
POTENT  MESSAGE.  Most  ecc 
omists  agree  that,  over  t 
long  run,  breaking  the  ba 
of  the  deficit  will  be  a  winn 
That's  because  it  will  c 
interest  rates  and  shift  mo 
resources  from  governme 
to  the  private  sector,  whi 
usually  is  more  productiv 
In    the    next    few  year 
though,  such  big  spendii 
cuts  could  magnify  the  ir 
pact  of  a  cyclical  downtur 
"Ti-ansitional  effects  could  1 
costly,"  says  David  H.  ResL 
chief  economist  for  Nomui 
Securities  International  In 
Adds  Cynthia  Latta,  senii 
financial  economist  for  DRi/McGraw-Hi 
"Long  term,  it's  good  for  the  econom 
but  short  teiTTi,  you  get  one  knock  aft( 
another.' 

Still,  the  real  impact  of  these  changi 
wUl  not  be  on  macroeconomic  policy  bi 
on  the  relationship  between  Washinj 
ton  and  the  public.  This  new  goven 
ment  envisioned  by  Republicans  woul 
be  far  less  costly  than  recent  predecei 
sors,  but  it  also  would  do  miuch  les; 
Federal  sei^vices  taken  for  granted  for 
generation  will  be  done  by  states,  citie 
private  business — or  not  at  aU.  Spendin 
on  children  clearly  will  be  hit  (page  44 
Government  checks  that  everyone  froi 
senior  citizens  to  farmer 
have  come  to  expect  may  sti 
arrive,  but  their  purchasin 
power  will  erode  as  increase 
fail  to  keep  up  with  inflatior 
For  example,  while  Medi 
care  spending  would  continu 
to  rise,  annual  increases  wouli 
be  held  to  6.9%,  below  the  cur 
rent  rate  of  health-  care  infla 
tion.  If  medical  inflation  doe 
not  slow,  in  other  words,  pa 
tients  will  have  to  pay  more  o 
accept  less  cai-e.  Such  change 
in  so-called  entitlement  pro 
grams  will  be  hugely  impor 
tant.  After  all,  nearly  half  of  al 
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i  riilies  receive  some  government  cash  or 
!  Vind  benefits.  Overall  spending  for  the 
it  of  government — discretionary  pro- 
uns  ranging  from  Amtrak  to  job  ti-ain- 
>■— would  be  12%  less  than  today  and 
7i  lower  after  inflation. 
All  these  cuts,  though,  send  a  potent 
fssage:  The  GOP  has  drawn  a  stun- 
ig  conti-ast  to  Clinton.  Elected  in  1992 
the  candidate  of  change,  he  has  now 


become  a  symbol  of  the  status  quo. 
Where  the  GOP  would  demolish,  Clinton 
would  do  a  little  remodehng. 

Who  will  the  public  back?  To  the 
GOP's  critics,  the  draconian  budget  plans 
are  destructive.  "This  is  antigovern- 
ment,"  says  Robert  Shapiro,  vice-presi- 
dent of  the  moderate  Democratic  Pro- 
gi-essive  Policy  Institute.  He  argues  that 
voters  want  Washington  to  act  as  an 


"efficient  and  effective  partner"  but  they 
don't  want  to  give  up  their  benefits. 
Cato's  Moore,  a  frequent  adviser  to  Re- 
publicans, counters:  "I  hope  what  they 
want  is  substantially  less  government." 
Want  it  or  not,  by  1996,  that  likely  is 
what  the  public  will  get. 

By  Hoivard  Gleckman,  with  Dean 
Foust  and  Mary  Beth  Regayi,  in 
Washington 


COMMENTARY 

By  Aaron  Bernstein 

THE  GPI:  WHY  POLITICIANS  SHOULD  BUH  OUT 


It  has  become  a  familiar  re- 
frain in  recent  months.  Fed- 
eral Reserve  Chairman  Alan 
Greenspan  and  other  econo- 
mists have  argued  that  the 
consumer  price  index  should 
be  lowered  because  it  over- 
states inflation — a  position 
that  delights  budget-whacking 
politicians  on  Capitol  Hill.  Be- 
cause Social  Security  benefits 
and  tax  thresholds  rise  with 
the  CPi,  lowering  the  index 
would  therefore  cut  automatic 
increases  in  government 
spending  and  raise  taxes.  In- 
deed, a  new  budget  proposal 
by  House  Republicans  contains 
$52  billion  in  spending  cuts  and 
tax  hikes  over  four  years  on 
the  assumption  that  the  Bu- 
reau of  Labor  Statistics  will 
reduce  the  index. 

An  easy  fix,  yes — but  a  bad 
idea.  The  reason:  The  CPI 
understates  inflation  as  well  as 
overstates  it,  other  economists 
say.  And  no  one  is  yet  sure  of    ' "  " 
the  net  result. 

HIDDEN  HIKE.  Arcane  as  this  debate 
may  seem,  it  has  a  huge  effect  on  all 
sorts  of  Americans.  The  CPi  is  used 
to  set  federal  tax-bracket  thi*esholds, 
personal  exemptions,  and  the  earned- 
income  tax  credit.  A  lower  index 
would  reduce  exemptions,  push  more 
taxpayers  into  higher  brackets,  and 
make  others  ineligible  for  the  cred- 
it— creating  a  hidden  tax  hike.  Social 
Security,  food  stamps,  and  pensions 
for  federal  workers  also  would  be 
pinched.  A  0.5%  CPi  cut  would  cost 
the  average  Social  Security  recipient 
a  total  of  $2,700  over  10  years,  fig- 
ures David  Certner,  an  economist  at 
the  American  Association  of  Retired 
Persons. 

Economists  have  struggled  with 
CPI  distortions  for  decades.  Eveiy 
month,  the  bls  sm-veys  25,000  retail 
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niiih  i--  In  collect  pnces  tm  ^(ijiu 
95,000  goods  and  services.  Measuring 
the  posted  price  is  easy.  But  the  bls 
also  tries  to  discount  portions  of 
price  hikes  that  reflect  improved 
quality.  Drawing  that  line  is  no  easy 
task.  Critics  say  the  CPI  undervalues 
many  quality  gains,  such  as  drags 
with  fewer  side  effects  or  cars  that 
need  less  repair  work.  Overall,  infla- 
tion may  be  exaggerated  by  0.5%  to 
1.5%  a  year,  say  Greenspan  and  some 
private  economists. 

But  many  mismeasurement  prob- 
lems run  the  other  way,  too.  For  in- 
stance, the  BLS  considers  federally 
mandated  smog-control  devices  for 
autos  a  consumer  benefit,  so  their 
cost  isn't  counted  in  the  CPi.  But  the 
CPI  is  designed  to  measure  what  indi- 
viduals buy,  not  social  benefits  such 
as  cleaner  au*.  The  index  would  have 


chmbed  nearly  0.1%  a  year 
faster  since  1967  if  it  included 
what  auto  buyers  spent  on 
smog  control,  the  bls  says.  "If 
people  scrutinized  the  CPi  for 
downward  biases  with  the 
same  intensity  that  they  do  for 
upward  ones,  I'm  sure  you'd 
find  the  same  size  biases,"  says 
Daniel  J.  B.  Mitchell,  a  labor 
economist  at  the  University  of 
California  at  Los  Ajigeles. 
"The  political  incentives  are  to 
find  only  the  upward  ones." 
QUICK  FIX.  Changing  the  CPI 
would  just  sow  confusion.  Com- 
panies and  unions  use  it  in  pri- 
vate contracts,  which  might 
then  have  to  be  changed.  And 
the  markets — as  well  as  the 
Federal  Reserve — make  deci- 
sions about  the  economy  based 
on  CPi-adjusted  wages,  produc- 
tivity, and  gi'oss  domestic  prod- 
uct gi'owth.  If  the  CPI  tmly 
does  overstate  inflation,  a  good 
argument  can  then  be  made 
that  Greenspan  probably  has 
pushed  intei'est  rates  higher  than  is 
necessary  to  meet  an  overstated 
threat. 

Given  what's  at  stake,  the  best  re- 
sponse is  to  keep  politics  out  of  the 
debate  and  let  bls  economists  deal 
with  the  issue.  They've  already  re- 
sponded to  complaints  of  inaccuracy. 
In  January,  the  bureau  changed  the 
way  items  sui-veyed  for  the  index 
are  sampled  to  adjust  for  a  weight- 
ing bias  it  had  found. 

The  bls  is  engaged  in  a  long-term 
review  of  the  CPI  that  likely  will 
bring  more  changes.  That  may  not 
satisfy  Washington  politicians  hungry 
for  a  quick  budget  remedy.  But  it 
sure  beats  turning  a  statistical  battle 
into  a  political  one. 

Aaron  Bernstein  covers  the 
workplace. 
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VICTIMS  OF 

THE  GOLDEN  YEARS 

Are  kids  shortchanged  as  seniors  reap  vast  federal  benefits? 


To  a  lot  of  people,  the  Republican 
blueprints  for  balancing  the  federal 
budget  over  seven  years  portend  a 
major  sacrifice  for  older  Americans. 
Headline  writers,  the  health-care  indus- 
try, and  seniors'  lobbies  have  focused 
mostly  on  proposed  cuts  in  Medicare, 
the  $178  billion  health-care  program  for 
34  million  elderly. 

In  reality,  though,  the  cuts  may  strike 
just  as  deep  at  the  other  end  of  the  age 
spectixim.  What's  stiiking  about  the  cop's 
budget  plans  is  that  they  do  nothing  to 
alter  two  major  trends  of  the  past  two 
decades:  the  gi'owing  imbalance  of  feder- 
al spending  on  the  elderly  at  the  e.x- 
pense  of  the  young,  and  the  increasing 
poverty  rates  for  children  (chart). 

Despite  gop  rhetoric,  seniors  suffer 
relatively  mild  cuts  under'  the  new  bud- 
get plans.  Social  Security,  the  $350  bil- 
lion retirement  program,  is  left 
almost  untouched.  Even  Medicare 
spending  will  still  be  allowed  to 
balloon  to  $283  billion  by  2002.    ^° - 
That's  an  annual  gi-owth  rate  of 
6.9%,  more  than  double  the  ex- 
pected rate  of  consumer  inflation. 
Federal  retirement  plan  inci'eases 
remain  unchanged. 

Much  of  the  elderly's  recent 
gain  in  wealth  has  been  derived 
fi-om  federal  progi-ams  that  trans- 
fer money  from  yoimg  to  old.  Cui'- 
rent  U.  S.  spending  on  those  65 


PLAYTIME'S  OVER 

Today's  children 
will  eventually 
pay  big  taxes 
for  small  entitle- 
ments. The 
beneficiaries? 
Baby  boomers 


and  older  totals  $600  billion,  more  than 
a  third  of  the  $1.6  tiillion  federal  budget 
and  four  times  as  much  as  is  spent  on 
those  under  25.  Social  Security  and 
Medicare  cost  $15,387  per  senior,  while 
combined  local,  state,  and  federal  spend- 
ing on  elementary  and  secondary  educa- 
tion accounts  for  just  $6,675  per  child. 

Under  the  GOP's  budget,  spending  on 
education  and  welfar-e  would  be  cut;  the 
House  plan  would  eliminate  the  Depart- 
ment of  Education  entir-ely.  "We  ar-e 
underinvesting  in  oui*  kids,  while  feeling 
obligated  to  retain  our-  benefits  to  older 
people,"  laments  Douglas  W.  Nelson,  ex- 
ecutive director  of  the  Annie  E.  Casey 
Foundation,  which  tr'acks  the  economic 
status  of  U.  S.  childr-en. 

Even  if  all  GOP  cuts  were  adopted, 
progr-ams  for  the  elderly  would  still 
gr'ow  far  more  rapidly  than  any  other 

KIDS  LOSE  OUT 


PERCENT  OF  AGE  GROUP 
LIVING  IN  POVERTY* 


CHILDREN  UNDER  6  CHILDREN  6-17     ADULTS  18-64 

'FAMILY  OF  FOUR  EARNING  LESS  THAN  $14,228  IN  1992 


ELDERLY  65  AND  UP 


DATA  CENSUS  BUREAU,  NATIONAL  CENTER  FOR  CHILDREN  IN  POVERTY,  COLUMBIA  UNIVERSITY, 
SOCIAL  SECURITY  ADMINISTRATION 


segment  of  the  bud 
get.  For  the  aver- 
age couple  retiring 
today,  total  health 
benefits  alone  are 
worth  $230,000  in 
constant  dollars,  up 
from  $65,000  i 
1970.  By  2010,  asj 
baby  boomer's  begi: 
to  retir-e,  the  bene 
fits  under  cur-rentl 
law  will  be  worth 
$350,000.  The  GOP  plan  would  slow  but' 
not  eliminate  the  growing  imbalance. 

Poor  children  and  their  parents  won't 
see  much  relief  from  income  tax  cuts 
in  the  House  vei'sion  of  the  gop  propo- 
sals, either  That's  because  federal  pro- 
grams for  the  elderly  are  financed  by  a 
highly  regressive  15.3%  payr-oll  tax  lev- 
ied on  the  first  dollar  in  wages.  This 
tax,  which  none  of  the  Republican  plans 
addi'ess,  falls  most  heavily  on  the  work- 
ing poor  and  indirectly  on  poor  kids, 
whose  numbers  have  exploded  in  the 
wake  of  the  single-parent-family  boom 
and  20  year's  of  declining  wages  among 
young  father's  without  college  degrees. 

The  pur'chasing  power  of  young  fam- 
ilies has  declined,  too,  even  as  the 
wealth  of  the  elderly  has  incr'eased.  In 
the  ear'ly  1960's,  the  aver'age  consump- 
tion of  70-year-olds  was  71%  of  the  cor- 
r'esponding  consumption  of  30-year-olds. 
By  the  late  1980s,  it  was  118%. 
GENERATION  GAP.  When  today's  childi'en 
gr'ow  up,  things  won't  necessarily  im- 
pr'ove.  That's  because  their  "generation- 
al tax  bui'den" — the  excess  of  taxes  paid 
over  entitlements  received — is  likely  to 
rise  shar'ply  to  help  support  the  boom- 
er's. The  vast  major'ity  of  today's  seniors 
will  reap  far  mor-e  in  gover'nm.ent  bene- 
fits than  they  paid  in  payr'oll  taxes.  But 
men  who  tur'ned  40  in  1992  can  expect 
to  pay  34%  more  than  they  will  receive 
in  ti'ansfer  benefits,  according  to  Boston 
economist  Laurence  J.  Kotlikoff. 

Of  cour'se,  eliminating  the  federal 
budget  deficit,  as  the  GOP  pr'omises  to 
do,  will  help  today's  youth  by  not  adding 
to  their  debt  bui'den.  But  here, 
too,  the  GOP  plan  falls  short,  for  it 
depends  on  continued  borrowing 
from  the  Social  Security  trust 
fimds  to  produce  a  balance  on  pa- 
per'. When  today's  baby  boomers 
begin  hitting  the  shuffleboard 
courts  around  2010,  the  trust 
funds  will  contain  a  massive  $1.3 
tr'illion  worth  of  lOUs  as  a  result 
of  this  borrowing.  Guess  which 
gener-ation  will  be  handed  the  bill? 

Blj  Paul  Magnusson 
in  Washington 
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$1,500  in  Opt  ions  Savings.  As  if 
L  LOW  Lease  Payment  of  $299/mo: 
Weren't  ENOUGH. 

It's  an  ABUNDANCE  of  riclics.   For  only  $299  a  m  (mi  t  h 
you  can  lease  the  Previa  yon  vv  ant,  COMPLETE  with  $  1  , 5  (J  (J  in 

SAVINGS  on  the  OPTIONS 


Dual  (iir  hails'** 
linr  aildi'd  fu  atr  iif  mind. 


y  ()  II  c  a  \\  X  d     vv  i  1  li  o  u  I  :   air  conditioning, 
P  O  \S  E  R  windows  and  locks,  cruise  control 
and  a  DELUXE  s  t  c  r  e  o  /  CI  a  s  s  e  1 1  e  . 


1*11-1  ta  liii(i\t\  mil-  iif  llic  Idiiii'st  niti'nnis  nj  uiniivaU-\J 
sraliiio  si  vt'ii  in  fiiuir  nf>fii>iiili  i}  tnnifii'l. 

The  PREVIA  DX  S/C  lease.  What  more  could  you 
ask  for?  Call   1  -  H  0  0  -  G  O -I'O  VOTA  for  a  BROCIHURE 
and  location  of  vour  NEAREST  DEALER. 


®  TOYOTA  PREVIA 

1  l.ovc  Wh.n  For  Me 
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THE 
BEST- 
RATED 
UNIX 
SYSTEM 


(OH  NO,  NOT  ANOTHER  ONE. 


jinii^Kiiiis  fnini  licsiiin 
III  iliitii  iiiinina. 
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Recently,  IBM  was  awarded  l)est-iated  UNIX  system  by  a  noted  consultant,  D.H.  Brown. 

Now  we're  as  proud  as  anyone  to  he  ranked  No.  1,  but  we  cant  help  i)ut  notice  that 
other  companies  are  being  ranked  No.  k  too.  And  [)roudly  telling  the  world. 

Which  raises  a  pesky  question:  If  everybody  can  be  ranked  No.  1, 
what  should  you  look  for  in  a  UNIX  partner'.'' 

Good  point. 

We  suggest  you  look  at  a  number  of  things.  The  operating  system. 
Range  of  applications.  Depth  of  experience  in  enterprise  computing. 

And  perhaps,  above  all,  the  ability  to  run  your  company  using 
the  diflerent  computers  and  platforms  you  already  have  in  place. 

Something  that,  you  may  have  guessed,  we're  no  strangers  to  at 
IBM.  In  fact,  at  the  last  Enterprise  Management  Summit,  IBM  surpassed  all  other  vendors 
in  systems  and  network  management.  On  toj)  ol  that,  our  RlStJ  Systeni/6000* 
and  its  UNIX  operating  system,  A IX,  connect  to  all  hardware  systems, 
including  HP,"  Sun,'  DEC  and  PU  EANs,  so  you  1!  be  able  t(j  keej)  working 
with  your  existing  business  computers. 

What's  more,  RS/()000  products  extend  Irom  notrlxxtks  to  high- 
pertorniance  paralh-l  computers,  so  your  investment  is 
protected  as  your  business;  needs  grow.  As  lor  sol t ware, 
with  over  10,000  commercial  and  technical  applications,  your  network  can 
run  everything  from  engineering  to  accounting  to  major  databases. 

Not  surprisingly,  when  Kodak  Jajjan  needed  a  UMX  system  that 
could  deliver  faster  same-day  service  and  would  scale  from  their  smallest 
warehouse  to  the  largest,  they  went  with  RS/()(>0(). 

And  when  United  Airlines  system  aircraft  maintenance  controllers 
needed  to  access  critical  information  instantly  and  communicate  it  to  a  fleet  ol  550  airplanes, 
they  chose  RS/6000  to  keep  them  connected. 

The  UNIX  platform  is  a  very  powfM'fid  tool.  And  with  our  proven  RS/6000  syst(^m 
running  on  AIX,  there  are  hundreds  ol  ways  it  can  help  your  business  stay  competitiv(\ 

Well  be  glad  to  show  you  how.  Call  us  at  I  800  lBM-3333,  ext.  FA  116.  Or,  if  you're  on 
the  Net,  visit  our  Home  Page  at  http://www.il)m.com.  And  see  for  yourself  how  we  stack  up. 


RS/hOOO  is  (I 
IcacU^r  in  UNIX 
midrange  .s«/r.\. 


HSKilHH)  l.rcjis 
United  [iiimcs 
jh  ing  (in  liiiw. 


10/94  D  H  Btown  Reporl  "UNIX  Maluies"  -  IBM  AIX  4)  Inlerdalional  Dala  Corporalion  (IDC)  ranks  IBM  as  a  leader  in  1994  Worldwide  UNIX  Midrange  Systems  Revenue  IBM,  AIX  and  RISC  Syslem/6000 
are  regislered  Irademaiks  and  RS/6000  is  a  trademark  ol  Inlernalional  Business  Machines  Corporation  UNIX  is  a  registered  Irademark  in  ttie  U  S  and  other  countries,  licensed  exclusively  ttirough 
X/Open  Company  Limited  All  oilier  company  and/or  product  names  are  tiademarks  or  registered  trademarks  ol  their  respective  companies  ©1995  IBM  Corporation 
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MARKETING 


scon  ROLLS  OUT 
A  RISKY  STRATEGY 

It  could  revitalize  its  brands-or  confuse  consumers 


*E 


verything  but  your  family  and 
yoiu-  dogs  in  tliis  world  is  for  sale 
I  at  the  right  price,"  Chief  Execu- 
tive Albert  J.  Dunlap  told  Scott  share- 
holders on  Apr.  18.  Wlioa:  Scott  Papei' 
Co.  for  sale?  Dunlap  did  nothing  to  dis- 
pel the  acquisition  rumors.  On  May  1, 
he  announced  he  would  sell  e.xtensive 
timberland  and  pulp  operations.  With 
all  this  coming  on  top  of  massive  cost- 
cutting  moves,  says  a  top  rival  executive 
in  Europe:  "[Dunlap]  may  be  polishing 
up  the  company  to  show  it  off  to  poten- 
tial buyers." 

Could  be,  but  if  Dunlap  is  out  to  sell 
Scott  Paper,  he  has  a  fall-back  strategy. 
Dunlap  also  has  replaced  much  of  its 
top  management  with  savvy  industry 
veterans  from  the  likes  of  Coca-Cola 
Co.  and  Kimberly-Clark  Corp.  The  new 
team  is  rethinking  Scott's  entii-e  mai'ket- 
ing  approach.  It  will  roll  out  new  pack- 
aging and  products  in  June.  Says  Rich- 
ard R.  Nicolosi,  a  former  Procter  & 
Gamble  Co.  vice-president  who  is  now 
Scott's  senior  vice-president  for  world- 
wide consumer  products:  "We  are  talk- 
ing about  a  revolution." 
LOGO  LAUNCH.  Scott  needs  fixing.  After 
a  surge  that  more  than  doubled  its  val- 
ue, to  better  than  $91  a  share,  Scott's 
stock  lately  has  settled  in  under  $90. 
Even  takeover  mmors  haven't  given  it 
a  boost.  Dunlap's  13  months  of  cost- 
slashing  have  hiked  profits,  but  market 
share  is  faltering  (chart).  In  the  year 
ended  Apr.  2,  Scott's  bath-tissue  sales  in 
key  U.S.  markets  slipped  nearly  1%,  to 
$592.6  miUion,  according  to  market- 
trackei'  Infoi-mation  Re- 
sources Inc.  In  paper 
towels,  Scott  lost  some 
5.2%  in  sales,  to  $324.8 
million. 

Scott's  new  market- 
ing blitz  could  revital- 
ize its  brands — or  just 
confuse  •  consumers. 
Some  fault  Dunlap's 
plans  to  use  the  Scott 
name  and  logos  on  sev- 
eral product  lines.  "This 
guy  should  study  histo- 
ry more  closely,"  says 
independent  marketing 
strategist  Jack  Ti'out. 


Is  CEO  Dunlap  ''polishing  up 
the  company  to  show  it  off  to 


PAPER  TIGER? 

scon  s  MARKET  SHARE  WITH  FOOD  AND 
DRUGSTORES  AND  MASS  MERCHANDISERS 


BATH 
TISSUE 

APERCENT 


"You've  got  to  have  focus. 
If  you  have  a  lot  of  Scotts, 
it  doesn't  mean  anything." 

Indeed,  Scott  is  turning 
time-tested  consumer  mar- 
keting theory  on  its  head. 
"ScotTowels"  now  ai'e  called 
"Scott  Clean."  "ScotTissue" 
becomes  "Scott  1000."  A 
breezy  blue  logo  on  both 
bath  tissue  and  towels  re- 
places the  distinctive — if 
tired — brand  packaging. 

The  changes  come  at  a 
time  when  potent  rival 
brand  names  are  stealing 
Scott's  thunder  p&g's  indus- 
try-leading Bounty  helped 
the  company  achieve  a 
20.8%  sales  gain  in  paper 
towels  last  year,  and  James 
River's  Brawny  recently 
eclipsed  ScotTowels,  the  pei- 
ennial  No.  2  brand.  "We're 
just  starting  to  threaten 
them  now,"  says  Michael  A. 
Linton,  a  top  exec  with 
James  River  Coip. 

u,^„tthe'k«":aLt5  potential  buyers"? 

help  its  products  stand  out. 
At  the  same  time,  Scott's  marketers  are 
trying  to  expand  the  brand  franchises 
for  Cottonelle  tissues  and  Viva  towels. 
They're  adding  baking  soda  and  mois- 
tiu-e,  for  instance,  to  the  Cottonelle  line, 
dubbing  the  product  an  "advanced  per- 
sonal hygiene"  system.  And  the  Viva 
name  is  replacing  Scott  on  a  line  of  har- 
dy scrub  cloths. 

Scott's  ovei-seas  strat- 
egy is  even  riskier  Its 
Andrex  bath  tissue  is  a 
top-seller  in  Britain,  for 
instance.  But  Dunlap 
plans  to  phase  the  name 
out.  He'll  do  the  same 
with  local  brand  names 
in  the  80  foreign  coun- 
tries where  Scott  gar- 
ners some  45%  of  its 
$3.6  billion  in  sales.  His 
argument:  Coca-Cola 
commands  respect  the 
world  over,  and  so  does 
Scott.  Says  Dunlap:  "I 
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tnily  believe  the  greatest  name  of 
[our  brand  names]  is  Scott." 

Taking  chances  with  a  healthy  fra 
chise  such  as  Andrex  worries  some  e 
perts.  Ti'ue,  the  brand  consolidati* 
would  save  money.  Scott  plans  to  shu 
ter  some  European  factories.  But,  fre 
Michael  Peters  of  Identica  Ltd.,  a  Bi'j 
ish  marketing  consultant:  "Andrex  h; 
such  good  vibes  in  this  countiy.  It  is 
shame . . .  they  want  to  dilute  it." 

Dunlap  argues  that  global  brandin 
which  will  allow  for  common  advertisii 
messages  around  the  world,  will  pro\ 
to  be  more  important  than  local  sent 
ment  for  brands.  He  also  contends  th; 
the  new  strategy  marks  the  end  < 
Phase  One  of  his  turnaround  of  Scot 
"We  are  out  of  the  restructuring  bus 
ness,  and  we're  in  the  building  bus 
ness,"  he  says.  And  if  that  doesn't  woii 
he  can  always  fall  back  on  another  stra 
egy:  Find  a  buyer. 

By  Joseph  Weber  in  PhUadelpJiti 
with  Paula  Dwyer  in  London 


:XECUTIVE  SUITE 


\ NEW  HESS 
HELMING  HESS 

Phey  say  the  new  CEO  is  a  "quick  study."  He'll  have  to  be 


When  John  B.  Hess  got  nnarried  10 
years  ago,  he  made  an  unusual 
choice  for  best  man:  his  father, 
.■^riends  saw  it  as  another  sign  of  how 
arge  Leon  Hess,  longtime  head  of  Am- 
erada Hess  Corp.,  looms  in  his  son's 
ife.  But  now  that  John,  40,  has  taken 
;he  chief  executive's  post  from  his  81- 
year-old  dad,  oil-patch  executives  won- 
der whether  young  Hess  will  remain  in 
Leon's  veiy  long  shadow. 

Tapped  on  May  3  to  take  the  chair- 
man and  CEO's  post  at  the  family-con- 
trolled company,  John  Hess  probably 
still  will  deal  a  lot  with  Dad.  The  tough- 
minded  oilman  who  built  Hess  from  a 
tiny  home-heating  concern  into  a  glo- 
bal oil  company  still  controls  12.9%  of 
Hess  stock,  compared  with  his  son's 
1.7%.  He  continues  to  chair  the  board's 
executive  committee.  And  although 
Leon  is  giving  up  the  comer  office  in 
Hess's  New  York  City  headquarters, 
he's  still  likely  to  come  by  daily.  Says 
Eugene  L.  Nowak,  oil  analyst  with 
Dean  Witter  Reynolds  Inc.:  "Leon  is 
not  going  to  fade  away." 
MODEST  REBOUND.  That  could  be  a 
pi'oblem,  since  change  may  be  what  Am- 
erada Hess  needs.  The  company  has 
been  stmggling  with  en-atic  sales  and 
profits  for  the  last  five  years.  Hess 
showed  a  $268.2  million  loss  in  1993,  as 
sales  dipped  to  $5.9  billion.  Last  year's 


rebound  was  modest:  a  $73.7  milKon  net 
on  $6.7  billion  in  sales  (chart).  In  1995's 
opening  quarter,  Hess  earned  just  $25.2 
million  on  $1.98  billion  in  sales,  down 
from  last  year's  $83.7  million  gain  on 
sales  of  $1.87  bilhon. 

John  Hess,  who  pumped  gas  as  a 
youngster  at  Hess  stations,  is  expected 
to  seek  more  sohd  footing.  A  1977  Har- 
vard University  mba  gi-aduate,  he  has 
already  done  a  six-month  study  aimed 
at  boosting  profits.  Soon  he'll  implement 
changes,  a  Hess  spokesman  says.  He'll 
likely  call  for  aggressive  cuts  in  $3.7 
bilhon  in  debt  left  over  from  a  costly 
three-year  capital-spending  program. 
Both  Hesses  declined  to  be  interviewed. 
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GAS  PAINS:  Hess  is  sufferiyig 
froui  weak  prices  at  the  pump 

Hess  may  have  to  proceed 
carefully,  if  he  wants  to  undo 
moves  by  his  father  that  have 
depressed  earnings.  For  in- 
stance, he  may  seek  partners 
to  help  shoulder  the  cost  of 
Hess's  giant  Virgin  Islands  re- 
^  finery.  The  facility,  recently  up- 
graded  for  about  $1  billion,  is 
"J^M  the  pride  of  the  elder  Hess.  But 
l^^^l  it  has  suffered  from  weak  gaso- 
^^^^  line  prices.  Grouses  one  invest- 
^       ment  manager  who  is  steering 
clear  of  Hess  stock:  "They 
dumped  a  lot  of  money  on  St. 
Croix,  which  turned  out  to  be  a 

J bad  investment." 
Friends  call  John  Hess  a 
quick  study.  As  senior  execu- 
tive vice-president,  he  has  over- 
seen exploration  and  production 
operations,  helping  develop  fields  in  Can- 
ada and  the  Gulf  of  Mexico.  Although 
unschooled  in  geology,  he's  as  convei'sant 
with  oil-field  science  as  staffers,  asso- 
ciates say.  David  F.  Chavenson,  a  Har- 
vard classmate  and  treasurer  of  a  Hess 
joint-venture  partner,  Oiyx  Energy  Co., 
describes  Hess  as  "very  thorough,  very 
smart." 

John  Hess  has  slogged  around  for- 
eign oil  fields  udth  his  father  since  he 
was  7.  Fluent  in  Arabic  and  Farsi,  he 
studied  in  Beii-ut  as  a  Harvard  under- 
gi-aduate  and  later  gi'ew  close  to  some 
Middle  Eastern  oil  ministers.  At  B- 
school,  he  played  down  his  moneyed 
backgi'ound.  "John  doesn't  jump  off  the 
page  at  you.  He's  veiy  thoughtful,"  says 
Lorillard  Inc.  Chief  Andrew  H.  Tisch, 
another  foi-mer  classmate  and  frequent 
tennis  partner. 

STRONG  HAND.  Young  Hess  shares  his 
father's  passion  for  the  family  business, 
working  the  same  long  hours.  And  like 
his  father,  who  owns  the  New  York 
Jets,  he  leaves  coaching  to  the  pros, 
even  though  he  r-egularly  attends  home 
games.  "Neither  one  of  them  has  ever 
sent  in  a  play,"  says  Jets  President 
Steven  L.  Guttman.  But  he's  always 
deferential  to  his  father.  One  analyst 
recalls  him  obliging  Leon's  request  at 
one  meeting  to  fetch  Cuban  cigars  for 
visitors. 

If  Amerada  Hess  is  to  put  some  bet- 
tei'  numbers  on  the  board,  young  Hess 
may  have  to  play  a  stronger  hand  with 
his  father  Leon  Hess  routinely  deferred 
to  his  own  father,  Mores,  the  company 
founder  who  stayed  on  the  job  until  his 
death  at  age  92  in  1965.  Each  morning, 
Leon  brought  his  father  the  checks  to 
sigii.  That,  at  least,  is  one  task  John 
Hess  may  be  spared. 

By  Joseph  Weber  in  Philadelphia 
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DEALS 


TWO  FOR 
THE  l-WAY 

News  Corp.  and  MCI  shake  on 
a  $2  billion  multimedia  deal 

Rupert  Murdoch  is  on  a  roll.  In  eai'ly 
May,  he  announced  that  his  News 
Corp.  had  notched  up  $220  million 
in  pi-etax  profits  for  the  third  quaiter,  a 
hefty  20%  gain.  On  May  4,  the  Federal 
Communications  Commission  0.  K.'d 
Australia-based  News  Corp.'s  owner- 
ship of  Fox  Broadcasting  Co.  The  next 
day,  he  hopped  on  a  plane  to  Los  An- 
geles, where  he  shook  hands  with  mci 
Communications  Corp.  Chaiirnan  Bert 
C.  Roberts  Jr.  to  cement  a  deal  that 
stunned  the  communications  world:  a 
50-50  joint  venture  designed  to  put  the 
companies  on  the  leading  edge  of  the 
multimedia  revolution. 

As  part  of  the  deal,  announced  on 
May  10,  MCI  agreed  to  invest  up  to  $2 
billion  for  a  13%  stake  in  News  Corp. 
The  deal  has  sigTiificance  well  beyond 
the  money  involved,  though:  The  venture 
aims  to  meld  MCi's  high-tech  distribu- 


PARTNERS:  Murdoch 's  programming  and 
Roberts'  distribution  could  be  a  monster 

tion  network  and  sophisticated  billing 
systems  with  News  Corp.'s  vast  supply 
of  movies,  TV  shows,  and  newsgathering 
capability.  Neither  company  will  discuss 
specific  plans,  but  both  acknowledge 
their  intent  to  distribute  information, 
education,  entertainment  progTamming, 
and  new  pay  services  around  the  globe. 
Says  Murdoch:  "Both  companies  under- 
stand how  the  market  is  changing." 
FEARFUL  SYNERGY.  Talks  between  Mur- 
doch and  Roberts  began  last  fall.  Over 
the  course  of  several  informal  meetings 
at  industry  gatherings,  the  two  execu- 
tives saw  that  their  companies  had  com- 


plementary skills  and  cultui 
For  MCI,  the  combinati 
buUds  on  its  efforts  to  divei 
fy  away  from  the  commod 
long-distance  industry  and  ii 
content-oriented  businesi 
with  high  profit  margins.  L 
year,  it  began  selling  its  a 
software  program  and  n( 
sei-vices  for  the  Internet.  A 
in  March,  the  company 
nounced  a  venture  with  t 
Public  Broadcasting  Servi 
to  develop  and  distribute  el( 
tronic  infonnation. 

The  tie  with  Murdoch  h 
the  potential  to  take  M 
much  further  along  the 
Way  than  any  of  those  deals.  Pote 
tial  rivals  recognize  that,  "mci  doesi 
bother  me,"  says  Tele-Communicatio: 
Inc.  Chairman  John  C.  Malone.  "B 
Murdoch  scares  me  to  death."  Ai 
British  Telecom  PLC,  MCl's  large 
shareholder,  is  thrilled.  "The  opport 
nities  are  Hmitless,"  gushes  spokesm: 
Ted  Graham.  With  profits  up,  the  F( 
imbroglio  over,  and  a  big  multimed 
deal  in  hand,  Rupert  Murdoch  couldr 
agree  more. 

By  Mark  Lewyn  in  Washington,  urv 
Ron  Grover  in  Dallas  and  Pau, 
Divyer  in  London 


COSMETICS 


AU  NATUREL? 
AU  GONTRAIRE 

A  more  glamorous  look  is 
reviving  cosmetics  sales 

Shopping  for  makeup  on  Chicago's 
Michigan  Avenue,  Sebrena  Coleman 
gives  her  usual  dark-brown  lipstick 
the  go-by.  This  May  afternoon,  she 
wants  a  brightei-,  redder  lipstick  and 
blush,  plus  a  new  foundation.  "I'm  tired 
of  the  same  old  look,"  says  the  fortyish 
Coleman,  who  is  on  a  business  trip  for 
the  Louisiana  Dept.  of  Revenue.  "I've 
always  been  a  blend-in  jjerson.  Now  I'm 
willing  to  make  a  statement." 

Amen  to  that,  say  cosmetic  compa- 
nies. Makeup  sales  have  been  drab  since 
1989,  when  the  natural  look  came  to 
the  fore.  Now,  many  fashion  executives 
say,  a  glamorous,  more  colorful  look  is 
making  a  comeback.  Reds  and  coral 
shades  are  in;  browns  and  taupes  are 
becoming  passe.  Some  forecasters  even 
predict  baby-blue  eye  shadow  could  be- 
come popular  again.  "There's  definitely  a 


STAR  POWER 

Hollywood  can  set  makeup 
trends:  In  the  '40s,  well-painted 
Hedy  Lamarr  was  an  icon 

return  to  pretty,  clear  colors,"  says  Kat 
James,  a  model  and  makeup  specialist 
for  Maybelhne  Inc.  "We've  missed  color 
for  so  long  it's  something  that  is  going 
to  endure  several  seasons." 
MASS  APPEAL.  The  net  result:  Makeup 
sales  are  definitely  picking  up.  Mass- 
market  cosmetic  sales  rose  3%-  through 
Apr.  15  vs.  a  5%  increase  for  all  of  1994. 
Colorful  items  are  doing  even  better: 


Lipstick  and  eye  shadow  sal( 
have  each  jumped  5%,  accon 
ing  to  A.  C.  Nielsen  Co.  Bon 
ta  Austin,  a  Pradential  Secu 
ities  Inc.  analyst,  predicts  thi 
mass-market  makeup  compi 
nies,  including  Maybellim 
Revlon,  and  L'Oreal,  as  we 
as  Procter  &  Gamble  Co. 
Cover  Girl  and  Max  Facte 
lines,  will  get  a  sales  boost. 

Why  the  switch?  The  nati 
ral  look  has  been  around  fo 
five  years — eternity  in  th 
fashion  world.  Also,  Holly 
wood  actresses  such  as  Sharon  Ston 
ai'e  reviving  the  glamorous  "starlet"  in 
age.  "The  1990s  have  been  duller  tha 
dishwater,"  says  Allan  Mottus,  publishe 
of  The  hifarmationist,  a  beauty  bi 
newsletter  "People  ar-e  looking  for  some 
thing  that  will  bounce  out  at  them." 

The  new  look  likely  won't  go  as  far 
the  stark  color  contrasts  of  Hedy  La 
man-  and  other  1940s  icons  of  glamoui 
Impi'oved  milling  technology  has  mad 
blushes  and  eye  shadows  more  translu 
cent  than  they  were  then,  so  women  cat 
use  more  color  without  looking  too  mad( 
up,  says  MaybeUine  Executive  Vice-Pres 
ident  Cathy  Wills.  Better  tell  Madonna. 
By  Susan  Chandler  in  Chicag' 
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Search  Worldwide  And  You  Will  Find 
More  Bargains  Than  In  Any  Single  Nation. 


At  Templeton,  we  believe  that  potentially  rewarding 
investment  opportunities  exist  in  the  emerging  capital 
markets  of  countries  such  as  Brazil,  Malaysia  and 
Thailand,  to  name  a  few. 

As  the  international  trend  toward  more  Western- 
style,  free-market  economies  continues,  such  countries 
may  experience  high  rates  of  economic  growth. 
Templeton  Developing  Markets  Trust  seeks  to  take 
advantage  of  these  significant,  changing  economies. 

This  fund  is  designed  for  investors  seeking  long- 
term  capital  appreciation  and  who  are  willing  to  accept 
the  special  risks  of  investing  in  developing  markets.^ 
Templeton,  a  pioneer  in  emerging  markets  investing, 
currently  manages  over  $6  billion  in  this  sector. 

Call  your  investment  representative  or  Templeton 
today. 


finvesting  in  developing  markets  involves  special  considerations,  which  may  include  risks 
related  to  market  and  currency  volatility,  adverse  social  and  political  developments,  and  the 
relatively  small  size  and  lesser  liquidity  of  these  markets. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 
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St.  Petersburg,  FL  33701-3628 

jj'v".;//  would  l:ke  a  Jrec  prospectus 
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the  Templeton  Developing  Markets  Trust, 
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money. 

Dl  am  currently  a  Templeton  shareholder. 
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INDUSTRIES 


FULL-FLAVORED.  UNFILTERED 
STATEHOUSE  SHENANIGANS 

Big  Tobacco's  big  bucks  can  still  turn  antismoking  laws  around 


Hear  midnight  on  May  5,  two  dozen 
lobbyists — the  Tobacco  Team — 
gazed  at  the  TV  monitor  in  the  ro- 
tunda of  the  Florida  state  legislature. 
They  watched  in  silence  as  votes  were 
tallied  on  a  proposed  repeal  of  a  law 
that  had  paved  the  way  foi-  the  state's 
suit  to  recover  $4.4  billion  in  smoking- 
related  Medicaid  costs 
from  the  cigarette  in- 
dustiy.  As  soon  as  the 
landshde  vote  in  favor 
of  repeal  was  an- 
nounced, the  lobbyists 
erupted  in  high  fives 
and  back-slapping.  "It 
was  a  big  night  for  us/' 
Philip  Morris  Cos.  lob- 
byist John  French  says 
with  a  giin.  "I  felt  like  I 
finally  got  the  monkey 
off  my  back." 

The  monkey  really 
never  had  a  chance. 
Ever  since  Governor 
Lawton  Chiles  slipped 
the  cigarette  amend- 
ment into  an  otheinvise 
innocuous  Medicaid  bill 
in  the  waning  hours  of 
the  1994  session,  an  in- 
censed tobacco  industiy 
had  been  on  the  war- 
path seeking  its  repeal. 
The  industry  relied  on 
its  traditional  str'engths: 
money,  power,  and  influ- 
ence. The  combination 
worked  once  again — 
pi"oof  that  tobacco  mak- 
ers are  far  from  van- 
quished by  negative 
public  opinion  and 
antismoking  legislation. 
PALM  BEACH  STORY.  Indeed,  a  year  af- 
ter state-initiated  Medicaid  suits  such 
as  Florida's  started  appearing,  the  to- 
bacco industry  is  fighting  back  with  a 
vengeance,  building  on  its  decades  of 
highly  effective  statehouse  lobbying  and 
courtroom  maneuvering.  And  while  it 
could  take  years  to  resolve  the  state 
cases  now  pending  (table),  the  industry 
has  again  demonstrated  its  durability. 

Until  the  legislative  appeal,  Floricla's 
suit,  filed  in  a  Palm  Beach  court  last 


January,  had  appeared  the  strongest. 
Chiles  had  crafted  an  amendment  de- 
signed specifically  to  deny  the  cigarette 
industiy  several  of  its  tried-and-tme  le- 
gal defenses.  Manufacturers  would  be 
prevented  from  ai'guing  that  consumei's 
wiUingly  assumed  the  risk  of  smoking; 
the  state,  meanwhile,  would  be  able  to 


TOBACCO'S  BAHLEFIELD 


Major  pending  state  cases  against 
the  tobacco  industry 

CALIFORNIA  State  legislator 
Richard  Katz  introduced  a  Flori- 
da-style Medicaid  reimbursement 
bill  on  Feb.  23.  Legislation  was  ta- 
bled in  mid-April. 

MINNESOTA  The  state  and  Blue 
Cross/Blue  Shield  filed  suit  last 
August  seeking  recovery  of  tobac- 
co-related health  expenses  paid  by 
Medicaid  and  Blue  Cross.  The  in- 
dustry wants  to  disqualify  Blue 
Cross  as  a  plaintiff. 

MISSISSIPPI  The  state,  seeking 
reimbursement  of  up  to  $100  mil- 
lion annually  in  health-care  ex- 
penses, has  won  two  key  procedu- 
ral victories  in  court  and  survived 
the  industry's  motions  to  dismiss. 

WEST  VIRGINIA  In  early  May,  to- 
bacco attorneys  persuaded  a  judge 
to  drop  8  of  10  counts  brought  by 
the  state,  leaving  only  antitrust 
and  consumer  protection  claims  in- 
tact. The  state  is  contemplating 
appeal. 

DATA  BUSINESSWEEK 


establish  a  statistical  connection,  rather 
than  a  dii-ect  causal  link,  between  smok- 
ing and  health  problems. 

Ultimately,  though,  the  iimovative  le- 
gal sti'ategy  was  beaten  by  politics  and 
big-money.  The  tobacco  camp  hired  the 
cream  of  the  Tallahassee  lobbying 
crop — including  Jim  Krog,  the  gover- 
noi-'s  former  campaign  manager.  Signing 
up  new  troops  from  across  Florida  and 
as  far  away  as  Washington,  a  contin- 
gent of  more  than  50  strong  descended 
on  lawmakers  and  editorial  boards. 


By  consei"vative  estimates,  the  ind 
try  spent  no  less  than  $750,000  on  t 
repeal  campaign;  it  gave  $121,500 
campaign  fimds  to  the  lawmakers  in  t 
Republican-dominated  legislature, 
cording  to  Florida  Legislative  Repoiti 
Inc.,  which  tracks  contributions.  Me 
while,  it  enlisted  as  an  ally  Associab 
Industries  of  Florida  Inc.,  a  6,000-me: 
ber  trade  gr-oup  that  filed  suit  to  ch; 
lenge  the  state  law's  constitutional! 
That  suit  still  is  pending. 
BAD  OMEN.  In  West  Virginia,  meai 
while,  a  state  judge  on  May  3  threl 
out  8  of  Attorney  Gener-al  Darrell 
McGr-aw  Jr-.'s  10  counts  against  tobac^ 
maker's.  McGraw  had  sued  in  Septe 
ber;  1994,  seeking  about  $1  billion 
Medicaid  costs.  He  sa; 
he  will  appeal  the  judgi 
decision.  But  the  r"uli 
is  a  bad  omen  for  ofl 
cials  in  other  statei 
whose  cases  r-est  on  t' 
same  legal  rationale:  th; 
as  innocent  third  partiej 
states  have  unfairly  be^ 
stuck  with  the  cost 
tr*eating  tobacco-relat 
illnesses  of  poor  and  in 
gent  patients. 

The  innocent-victi 
argument  may  be  t 
weakest  part  of  the  c 
es,  argne  tobacco  atto: 
neys.  They  expect  to  us| 
the  legal  theorj'  of  subr 
gation,  which  holds  th; 
thir-d  parties  can  collei 
damages  only  if  the  vii 
tim  could  have  collectei 
on  his  own.  So  far,  "n^ 
[victim]  has  been  able  t 
do  that,"  asserts  Danie 
W.  Donahue,  deputy  gen 
er-al   counsel  for  R.J 
Reynolds  Tobacco  Co 
Mississippi  judge  rejectee 
such  reasoning  in  a  Feb 
rnary  decision.  Still,  th( 
Florida  law,  which  essen 
tially  outlawed  the  subro 
gation  defense,  was  criti- 
cal, concedes  W.  Dexter-  Douglass 
Chiles'  gener-al  counsel.  Without  the  law 
"it's  not  nearly  as  certain  a  lawsuit. 

The  fight,  cleariy,  is  far  from  over 
Governor  Chiles  has  vowed  to  veto  thf 
Florida  r-epeal.  Polls  indicate  two-thu-ds 
of  Floridians  favor  his  law,  and  he'I 
wor'k  to  lur-e  enough  Democratic  legisla 
tors  to  avoid  an  ovenide.  But  Team  To- 
bacco has  staying  power-.  Public  opin- 
ion is  against  it.  Yet  money,  and  legal 
acumen,  often  talk  louder  than  voters 
By  Maria  Mallory  in  Tallahassee. 


WFFK  /  MAV  1  QQ"^ 


We  all  know  that  the  cost  of  acquiring  maintenance  and  repair  items  is  too  high- 
often  higher  than  the  cost  of  the  item  itself. 

Grainger  can  help  you  cut  that  cost  dramatically.  As  a  matter  of  fact,  we're  already 
doing  it  for  two  thirds  of  the  Fortune  100.  How?  Here  are  some  examples: 

We  supply  thousands  of  products-broad  selections,  many  lines-enabling  you  to 
replace  hundreds  of  suppliers  with  just  one. 

With  our  sophisticated  systems,  we  get  your  orders  to  you  fast-and  error-free. 

We  can  even  help  you  restructure  your  entire  purchasing  process  to  make  it  more 
cost-effective.  And  make  your  people  more  productive. 

Maybe  you  should  take  advantage  of  our  experience  and  /wnArMT^PD 
capabilities  to  make  the  next,  step  in  your  cost  reduction  QKAMNljibK, 

programs.  Call:  1-800-905-3338  ext.  1389.  a  Division  of  W.W.  Grainger,  inc. 
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RUMORS  OF  DOW 
CORNING'S  DEATH . . . 

IS  THIS  THREAT  FOR  REAL? 

Dow  Corning  announced  on 
May  5  that  it  is  "actively  con- 
sidering" filing  for  bankinapt- 
cy-law  i^rotection.  The  chem- 
ical maker  reported  robust 
ftrst-quaiter  eaiTiings  but  not- 
ed that  escalating  legal  costs 
from  breast-implant  Utigation 
could  impair  its  operations. 
That  is,  perhaps,  an  under- 
statement: A  federal  judge 
deteiTnined  that  a  $4.2  billion 
global  settlement  reached 
with  Dow  Coi-ning  and  other 
companies  last  year  will  not 
nearly  compensate  all  the 
women  filing  claims.  Never- 
theless, some  legal  experts 
think  that  Dow  Coming's 
bankruptcy  warning  is  mere- 
ly a  bluff  meant  to  cow  plain- 


CLOSING  BELL 


SEE  A  SHADOW? 

When  bulls  stampede  on  Wall 
Street,  brokerage  stocks  are 
usually  the  first  to  jump.  So  it 
goes  in  the  current  equity 
bull  run:  Since  late  last  year. 
Standard  &  Poor's  index  of 
brokerage  shares  has 
climbed  38%,  more  than 
double  the  market's  gain.  The 
trend  isn't  completely  inci- 
dental. Brokerages  are  sort  of 
the  groundhog  of  Wall  Street: 
Historically,  they  have 
started  to  sputter  four  to  six 
weeks  before  the  broader 
market  heads  south.  For  now, 
there's  no  sign  of  weakness. 

160- 
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tiffs  into  settling.  Dow  Corn- 
ing has  gotten  some  good 
news  lately,  too:  On  Apr.  24, 
the  government  said  it  had 
dropped  a  two-year  criminal 
inquii-y  related  to  implants. 


LIABILITY  REFORM'S 
BIG  STEP  FORWARD 

TIME  TO  PUT  UP  A  NEW  SIGN 

outside  Congi-ess:  "GOP-con- 
trolled,  business-friendly." 
After  15  years  of  pushing  for 
changes  to  the  product-liabil- 
ity litigation  system,  Corpo- 
rate America  has  finally 
achieved  a  breakthrough:  On 
May  10,  the  Senate  voted  61 
to  37  to  pass  reform  legisla- 
tion. The  Senate  version, 
which  would  limit  punitive 
damages  for  lawsuits  on  de- 
fective products,  actually  is 
less  aggressive  than  the  cor- 
resj^onding  House  legislation. 
But  it  may  stand  a  better 
chance  with  the  White 
House,  which  has  thi-eatened 
to  veto  a  broad-ranging  law. 
A  House-Senate  conference 
on  the  bill  is  expected  as 
early  as  this  summer. 

SHE  WORKS  HARD 
FOR  THE  MONEY 

THE  FACE  OF  THE  FAMILY 
breadwinner  is  changing.  In 
a  study  entitled  Women:  The 
New  Providers,  released  May 
11,  55%  of  1,502  employed 
women  surveyed  said  that 
they  provide  half  or  more  of 
their  families'  income.  Even 
among  employed  married 
women,  48%  eani  at  least  as 
much  as  their  husbands.  An 
additional  24%  expect  their 
eaiTiings  to  provide  more  fi- 
nancial secuiity  for  their  fam- 
ilies over  the  long  tenn  than 
their  partners — a  jump  of  15 
points  since  1981.  The  upshot: 
"If  we  cai'e  about  families,  we 
have  to  care  about  women's 
pay,  because  women's  earn- 
ings are  directly  related  to 
the  welfare  of  families,"  says 
Arlene  Johnson  of  the  Fami- 
lies &  Work  Institute. 


HEADLINER:  GERALD  McENTEE^ 


EXIT  LANE? 


The  battle  lines  have  been 
drawn.  On  May  9,  public 
employees  leader-  Gerald 
McEntee  announced  that 
an  11-union  coalition 
would  select  can 
didates  to  op- 
pose AFL-CIO 
President  Lane 
Kirkland  when 
his  tenn  expires 
in  October. 

For  months, 
McEntee  and  other 
opponents  have  urged 
Kirkland,  73,  to  yield  to  a 
more  aggi'essive  leadei'. 
Theii'  top  choice:  Secretaiy- 
Ti'easui'er  Thomas  Dona- 
hue. But  Kirkland  refused 
to  leave,  prompting  Dona- 
hue on  May  5  to  retire 
rather  than  be  caught  be- 
tween his  old  fiiend  and 
the  reformers.  "If  Tom  had 


nan  with  Lane,  it  would 
have  been  more  difficult  for 
us,"  says  McEntee.  "But 
now  Lane  stands  alone." 
The  dissidents, 
who  represent  al- 
most 50%  of  the 
federation's  13.3 
million  mem- 
bers, likely  will 
push  Kirkland 
fi-om  the  office  he 
has  held  since 
1979.  Among  those 
mentioned  to  head  their 
slate  are  machinists  leader 
George  Koui7)ias,  mine 
woi'kers  chief  Richai'd 
Tnmika,  and  service  em- 
ployees head  John  Sweeney. 
Says  Kourpias:  "It  would  be 
sad  to  see  Lane  end  liis  ca- 
reer in  a  defeat,  but  that's  a 
decision  he  has  to  make." 

By  Aaron  Bernstein 


A  FORCED  LANDING 
FOR  TWA  

THE  WEAKEST  BUCKLED  FIRST. 

On  May  9,  financially  strapped 
TWA  said  it  was  backing  off 
the  $50  cap  on  travel  agent 
commissions  imposed  by  the 
industiy  last  Febniaiy.  Under 
an  agreement  with  the  Amer- 
ican Society  of  Ti-avel  Agents, 
TWA  will  resume  paying  10% 
commissions  on  all  domestic 
tickets.  In  return,  the  earner- 
will  be  dropjjed  as  a  defen- 
dant fi-om  the  agents'  antitnist 
class  action.  But  other  aii-lines, 
with  pockets  deeper  than 
twa!s,  likely  won't  follow  suit. 

KIMBERLY-CLARK 
QUITS  SMOKING 

YIELDING  TO  SHAREHOLDER 
pressm-e  and  the  thi-eat  of  le- 
gal liability,  Kimberly-Clark 
announced  on  May  9  that  it 
would  spin  off  its  $404  million 
tobacco-related  businesses. 


That  represents  a  startling! 
about-face  for  the  maker  ol; 
Kleenex  and  Huggies,  which 
had  ver-y  publicly  resisted  the 
move.  But  months  of  attacks^ 
from  activist  shareholder' 
groups  and  customers,  includ-' 
ing  a  Mar-ch  letter- writing, 
campaign  dubbed  "Kleen  Out 
Tobacco  From  Kimberly 
Clar-k,"  took  their  toll.  The 
company  will  shed  its  cigar- 
ette paper-  and  r-econstituted 
tobacco  business.  Kimberly- 
Clar-k's  stock  r-ose  3.3%  on  the 
news. 

ETCETERA... 


■  Swiss  Bank  will  pay  $1.37 
billion  for  S.  G.  Warbur-g's 
investment  banking  business 

■  Rubber  wor-kers  voted  to 
end  their'  10-month  strike  at  a 
Bridgestone/Firestone  plant, 

■  Cater-pillar  r-ejected  an  of- 
fer from  auto  workers  to  re- 
open "full-scale"  bargaining, 

■  W.  R.  Gr-ace  said  it  likely 
will  sell  off  its  National  Med- 
ical Care  subsidiary. 


In  the  new  world  of  communications  networks, 
one  word  stands  for  change. 


NORTEL 


Dramatic  changes  are  reshaping  the  communications 
industry.  One  company  is  at  the  forefront  of  change. 
Northern  Telecom. 

Around  the  globe,  customers  rely  on  us  to  design, 
build,  and  integrate  the  world's  most  advanced 
digital  communications  networks  for  information, 
entertainment,  and  communications. 

For  the  57,000  employees  of  Northern  Telecom, 
1995  is  an  historic  year. 


It's  our  100th  anniversary.  For  a  century  we  have 
been  helping  our  customers  bring  people  together 
t  h  i"0  u  g h  CO  m  m  u  n  i ca t  i  o n  s. 

To  mark  the  occasion  we  are  introducing  this 
new,  logo -a  graphic  expression  of  our  worldwide 
presence  and  commitment  to  innovation. 

To  discover  more  about  NORTHERN  TELECOM 

and  how  communications  networks  will  change  our 
world,  call  for  our  annual  report  at  1-800-4  NORTEL. 
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A  World  of  Networks 


Your  Business  Is  Growing.  Congratulations. 
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Who's  Going  To  Do  All  The  Work? 
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'ashington  Outlook 


OWEN  ULLMANN 


lAYBE  EVEN  THE  GENERAL  GAN7 
UTFLANK  THE  TWO-PARTY  SYSTEM 


was  a  fleeting  moment,  but  to  disgruntled  Americans  who 
iew  the  established  political  parties  as  rotten  to  the  core, 
;  was  sweet.  For  a  few  weeks  in  Jime,  1992,  Texas  billion- 
1  Ross  Perot  led  Republican  incumbent  George  Bush  and 
nocratic  challenger  Bill  Clinton  in  the  polls, 
'erot,  of  course,  went  on  to  talk  himself  out  of  a  chance  for 

White  House.  But  his  legacy — an  impressive  19%  of  the 
2 — inspires  backers  of  a  "third  force"  Presidential  bid. 
Ay  new  champion:  retired  General  Colin  L.  Powell.  Amid 
ipant  cynicism  with  politics  as  usual,  Powell 
cs  tantalizing.  He's  a  war  hero,  an  African 
erican  whose  bootstrap  rise  gives  him  appeal 
3ss  racial  lines,  a  fiscal  conservative  with 
ierate  social  views,  and  a  man  untainted  by 
shington's  partisan  stench. 
There's  only  one  problem  with  this  dream 
didacy.  Powell's  odds  of  winning  as  an  inde- 
dent  or  thiixl-paity  candidate  ai-e  only  slight- 
)etter  than  Saddam  Hussein  becoming  Emir 
Kuwait.  Tioie,  Powell-mania  will  build  this  fall 
he  blitzes  through  a  national  tour  promoting 

inspirational  memoir.  But  campaign  pros 
ibt  Powell  poses  a  potent  thi-eat  if  he  es- 
ws  the  party  system. 

Nhile  Americans  voice  strong  support  for 
independent  candidacy,  they  dislike  casting 
itest  votes.  Just  ask  George  Wallace  in  1968 
John  Anderson  in  1980.  Both  were  distant 
:-ds.  "The  American  mind  has  two  [parties]  as  a  limit,"  says 
mocratic  pollster  Claiboume  Darden.  "One  of  the  major 
lies  would  have  to  disintegi'ate  fii'st." 
Since  Powell's  stands  on  the  issues  are  largely  camou- 
?ed,  the  idea  of  his  unbeholden  candidacy  is  more  poweiful 
in  its  reality.  He  represents  a  rejection  of  political  career- 
1,  ideological  extremism,  and  partisan  sniping.  Widespread 
gust  with  the  status  cjuo  explains  why  Powell,  with  little 
Canization,  wins  up  to  28%  of  the  vote  in  three-way  match- 


CAPITAL  WRAPUP 


POWELL:  GOP  hound? 


ups  with  Clinton  and  Senate  Majority  Leader  Bob  Dole  (R- 
Kan.)  "Powell  has  tremendous  appeal,"  admits  gop  consultant 
James  H.  Lake,  an  adviser  to  California  Governor  Pete  Wil- 
son's Presidential  campaign. 

But  histoiy  may  be  an  insunnountable  barrier.  The  last 
time  a  third  party  won  was  when  the  new  Republican  Party 
supplanted  the  Whigs,  and  their  candidate,  Abraham  Lincoln, 
captured  the  White  House  in  1860.  Since  then,  only  one 
thh-d-party  candidate  has  even  finished  second:  In  1912,  ex- 
President  Theodore  Roosevelt,  campaigiiing  as  a 
Progi-essive,  got  28%  of  the  vote. 
MIDDLE  GROUND.  Perot  is  flirting  with  another 
run,  but  pollsters  believe  he  peaked  in  '92.  And 
rights  activist  Jesse  Jackson  has  hinted  he  may 
wage  an  independent  campaign,  though  his  left- 
leaning  base  seems  too  narrow.  In  contrast, 
early  polls  suggest  Powell  could  approach  Ted- 
dy Roosevelt's  numbers.  Yet  Democrats  and 
Republicans  still  command  the  support  of  at 
least  30%  of  the  electorate  apiece.  So  Powell 
would  have  to  win  the  votes  of  viitually  eveiy- 
one  in  the  middle  to  come  out  on  top. 

That  sobeiing  reality  convinces  top  gop  oper- 
ative Kenneth  M.  Duberstein,  part  of  an  infor- 
mal kitchen  cabinet  of  Powell  advisers,  that 
longtime  independent  Powell  should  run  as  a 
Republican — if  he  iims.  Others  float  his  name  as 
a  potential  gop  Vice-Presidential  candidate.  But 
the  General  remains  coy  about  his  intentions. 

There  is,  experts  caution,  one  scenario  for  an  indepen- 
dent winning  in  '96:  The  gop  nominates  a  far-right  candi- 
date, and  Clinton  is  hit  by  new  Whitewater  bombshells  or 
some  other  scandal.  "Under  those  circumstances,  I  can  see 
Powell  winning,"  says  Claremont  McKenna  College  political 
scientist  John  J.  Pitney  Jr.  Barring  that  chain  of  events, 
Powell,  Perot,  and  other  heroes  of  the  third  force  wiU  remain 
bigger  hits  on  the  lecture  circuit  than  at  the  ballot  box. 


EARISH  INDEXED-BOND  MARKET  SPECTER'S  SLOW  START 


■  Wall  Street  may  scuttle  the  Ti-ea- 
ury  Dept.'s  plan  to  issue  inflation-in- 
exed  bonds,  securities  that  offer  re- 
urns  linked  to  the  inflation  rate.  Ad- 
linistration  economists  like  the  idea 
lecause  it  might  lower  the  Trea- 
ury's  borrowing  costs.  But  bond 
ealers— fearful  flexible  rates  would 
educe  the  need  for  trading — appear 
0  have  the  ear  of  Ti-easury  Secre- 
ary  Robert  E.  Rubin,  an  ex-Wall 
Street  trader  who's  said  to  be  lean- 
ng  against  the  idea. 


►  Senator  Arlen  Specter  (R-Pa.)  is 
the  first  Jewish  gop  Presidential  con- 
tender. So  how's  he  doing  with  fellow 
Jews?  Don't  ask.  Specter  trails  Sen- 
ate Majority  Leader  Bob  Dole  (R- 
Kan.)  among  Jewish  Republicans  49% 
to  10%,  according  to  a  May  2-5  poll 
conducted  for  the  American  Israel 
Public  Affairs  Committee.  The  same 
survey  shows  Jewish  voters  favoring 
President  Clinton  over  Dole  by  3  to 
1 — even  wider  than  Clinton's  1992 
margin  over  George  Bush. 


TAX-CUT  CUTBACK? 

►  Even  House  Majority  Leader  Rich- 
ard K.  Armey  (R-Tex.),  a  top  tax-cut 
diehard,  is  bowing  to  the  inevitable: 
compromise  with  the  Senate  on  the 
massive  tax  reduction  the  House  ap- 
proved in  April.  With  polls  showing 
deficit  reduction  more  popular  than 
tax  cuts,  the  Senate  is  sure  to  pass  a 
bill  less  generous  than  the  House's 
$345  billion  seven-year  plan.  When  the 
two  chambers  meet  over  differences, 
"there  may  be  some  latitude"  to  deal, 
Armey  concedes  for  the  first  time. 


International  Business 
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Chirac's  first  months 
will  see  a  barrage  of 
action  aimed  at 
cuttingjoblessness 

As  they  sat  side  by  side  at  a  Paris 
pai'ade  marking  the  end  of  World 
War  II,  the  two  men  evoked  dis- 
tinctly different  eras.  Ailing,  gray- 
skinned  FranCj-ois  Mitterrand,  78,  who 
has  i-un  France  longer  than  any  elected 
leader  in  its  histoiy,  looked  like  a  wiz- 
ened wai'  veteran  applauding  the  Foi'- 
eign  Legion  as  it  marched  down  the 
Champs  Elysees.  Beside  him,  Jacques 
Chirac,  tall  and  trim  at  62,  seemed  the 
vigorous  image  of  the  "deep  change"  he 
promises  after  succeeding  Mittei-i'and 
as  France's  President  in  mid-May. 

It's  a  historic  moment  for  France — 
the  first  time  a  conservative  has  occu- 


pied the  Elysee  Palace  since  1981.  Chi- 
rac inherits  a  France  torn  by  record 
unemployment  and  a  sense  of  disorienta- 
tion about  its  place  in  global  politics. 
An  astute  politician  who  has  never  aitic- 
ulated  a  clear  philosophy,  the  new  Pi-es-. 
ident  will  move  fast  to  jolt  his  countiy 
out  of  its  despondency.  Most  likely  he 
will  resort  to  a  range  of  measures. 
Those  include  tax  breaks,  privatization, 
and  pension  reforms,  as  well  as  more 
statist  tactics  such  as  employment  pro- 
grams and  bullying  the  central  bank 
into  lowering  interest  rates.  Says  Chi- 
rac: "France  needs  oxygen." 

Chirac's  fii'st  months  in  office  will  see 
a  baiTage  of  action,  and  his  choice  of  top 
ministers  is  cmcial.  For  Prime  Minister, 
Chirac's  hkely  {)ick  is  Alain  Juppe,  the 
outgoing  Foreign  Minister.  A  respected 
technocrat,  Juppe  is  a  centiist  who  would 
reassure  French  and  foreigners  alike. 
"Juppe  is  the  anchor  this  administr-ation 
needs,"  says  Peter  Ludlow,  dii'ectoi-  of 
the  Centre  foi'  European  Policy  Studies 


m  Brussels.  The  likely  choice  of  fre 
marketer  Alain  Madelin  as  Finance  Mi 
ister  would  assui'e  the  markets  that  CI 
rac  favoi's  budget  I'efoi'm  and  furth( 
deregulation.  More  disturbing  to  outsii 
ers  would  be  a  top  post  for  National  A 
seinbly  President  Philippe  Segxiin,  an  e 
onomic  nationalist  who  led  France's  figl 
against  the  Maastricht  Treaty. 
STRIKE  THREAT.  Creating  jobs  is  all-in 
j)ortant  for  Chirac  and  his  adviser's.  P 
mid-July,  a  bill  to  encom-age  hii-ing  shou^ 
reach  j^ai-liament,  wliich  is  80%  controlk 
by  Cl"iii"ac's  allies.  Among  other  propositi 
it  should  pay  companies  cash  subsidit 
for  new  hires,  cut  their  social  securit 
contributions,  and  possibly  launch  public 
works  progTams. 

Chirac  claims  he  also  wants  to  lighte 
the  government's  heavy  hand.  "We  ha\' 
too  many  bureaucrats,"  says  the  ne\ 
President,  who  promises  to  cut  the  nun 
ber  of  Cabinet  ministers  to  a  bare  mil 
imum.  Many  experts  think  bureaucrat  i 
meddling  limits  French  competitivenes 


PARTY  TIME:  Parisians  danced  in  the 
streets  to  celebrate  Chirac's  wiJi 


in  global  markets.  Some  French  execu- 
tives are  skeptical  of  his  resolve  to 
shrink  government,  however.  The  ceo  of 
a  large  French  consumer-products  com- 
pany notes  that  conservatives  have  tra- 
ditionally been  more  partial  to  state  di- 
rection of  the  economy  than  the  French 
left.  Although  Chirac  plans  to  continue 
privatizing  industiy,  his  stated  goal  is  to 
offset  budget  deficits  rather  than  boost 
industrial  efficiency. 

To  win  over  those  who  have  jobs, 
Chirac  has  hinted  he'll  raise  the  mini- 
mum wage  beyond  the  inflation-pegged 
annual  hike  due  on  July  1.  He  has  been 
jawboning  business  to  share  the  wealth 
of  rising  profits,  arguing  this  will  boost 
consumer  spending.  Jacques  Calvet, 
chairman  of  carmaker  Peugeot,  wishes 
the  new  Pi-esident  would  stop  such  talk. 
"Wages  should  be  discussed  in  each 
company,  not  forced  by  government," 


he  complains.  "This  centralist  tradition 
must  be  destroyed." 

It's  the  centralist  tradition  that  the 
unions  want  to  uphold.  Long  docile, 
French  organized  labor  mounted  a  gag- 
gle of  preelection  strikes — including  five 
walkouts  in  two  months  at  Air  Inter, 
the  domestic  aiiiine.  Unions  promise 
more  actions  unless  pay  packets  get  fat- 
ter. Many  observers  warn  that  France's 
two  rounds  of  pi-esidential  balloting  may 
be  followed  by  a  'thii'd  I'ound" — of  work- 
ers voting  with  their  feet  in  the  streets. 

As  he  faces  pressure  to  create  jobs, 
Chirac  may  push  the  Bank  of  France  to 
lower  short-teiTn  interest  rates.  A  cut  in 
rates  would  sm^ely  force  the  ft-anc  dowii 
against  the  Gennan  mark,  and  a  weaker 
cuiTency  would  boost  exports  and  create 
some  50,000  jobs,  says  Paiis-based  econ- 
omist Eric  Chaney  of  Morgan  Stanley  & 
Co.  However,  Chirac  might  have  a  fight 
on  his  hands  with  the  central  bank, 
which  won  independence  only  last  year 
and  has  yet  to  test  its  mandate. 
LOOSE  CANNON?  More  important,  any 
move  by  Cliii"ac  to  weaken  the  franc  will 
resmrect  fears  that  he  is  willing  to  im- 
peril its  status  as  a  hard  cmrency  whose 
value  moves  in  lockstep  with  the  mark. 
"That  would  be  veiy,  veiy  risky,"  says 
one  senior  GeiTnan  official,  who  warns 
that  higher  French  interest  rates  would 
r-esult.  In  turn,  a  crack  in  the  fi"anc  would 
call  into  question  Chirac's  commitment 
to  the  Fi-anco-GeiTnan  "special  relation- 
ship" that  lies  at  the  heart  of  the  Euro- 
pean Union. 

Chirac  insists  he  wants  to  strengthen 
that  relationship,  yet  he  opposes  many 
of  Germany's  favorite  Euro-ideas,  in- 
cluding a  European  Parliament  with  ex- 
panded powers.  He  would  prefer  that 
national  governments  have  a  greater 
say  in  ELi  mattei-s.  Cliii'ac's  personal  am- 
biguity on  Europe  combined  with  far- 
right  i^ressures  in  his  party  seem  likely 
to  push  France  closer  to  British  views 
on  maintaining  national  sovereignty,  and 
away  from  German  federalism. 

Many  outsiders  fear  France's  new 
leader  may  pi'ove  a  loose  cannon  on  Eu- 
rope's decks.  Mayor  of  Paris  and  twice 
France's  Prime  Minister,  Chirac  has  a 
history  of  changing  tack  according  to 
the  era  and  the  audience.  Last  fall,  he 
proposed  a  second  French  referendum 
on  European  monetary  union — naiTowiy 
approved  by  voters  in  1993.  He  recant- 
ed during  the  campaign  but  then 
seemed  to  change  his  mind  once  more  in 
the  final  days  befoi'e  the  presidential 
election,  again  proposing  a  refei-endum 
on  European  institutions.  The  shift  ap- 
parently occurred  in  the  wake  of  the 
fai'  right's  success  in  the  fii-st-round  bal- 
loting on  Apr.  23,  when  it  won  20%  of 
the  vote. 

As  a  Gaulhst,  Chirac  is  also  heir  to  a 


sti'ong  nationalistic  tradition.  A  British 
diplomat  in  Brussels  predicts  the  new 
Pr-esident  will  have  "a  har-der'  edge"  than 
MitterTand  in  defending  France's  inter-- 
ests.  Not  to  woriy,  says  Yves-Thibault 
de  Silguy,  one  of  Fr"ance's  two  Eiu'opean 
Commission  members  and  a  for-mer-  aide 
to  conser-vative  Prime  Minister  Edouar'd 
Bahadur-,  whom  Chirac  trounced  in  the 
elections.  "Chirac  is  fimdamentally  a  Eu- 
ropean" who  wants  to  continue  the  drive 
for-  unity,  de  Silguy  insists. 


GHIRAG'S  PRESIDENCY 


HIS  PLAN... 

JOB  CREATION  Look  for  a  two-year  sus- 
pension of  corporate  social  security  taxes 
plus  cash  subsidies  to  hire  the  long-term 
unemployed. 

LOOSE  MONEY  Pressure  on  Bank  of 
France  to  lower  interest  rates  is  now 
likely.  A  slightly  weaker  franc  probable. 

NEW  TAX  RATES  The  56%  marginal 
rate  on  individual  incomes  will  be  cut. 
But  the  value-added  tax  will  probably 
rise  from  18.6%  to  20% — "temporarily." 

RETREAT  FROM  EUROPE  Job  creation 
gets  priority  over  the  single  currency.  A 
bid  to  recoup  some  powers  given  to  the 
European  Commission  should  occur. 


...AND  HIS  ADVISERS 

ALAIN  JUPPE  Age  49.  Currently  Foreign 
Minister,  but  the  likely  Prime  Minister  for 
Chirac.  A  master  of  tact,  he'll  favor  pro- 
Europe  policies  in  the  Cabinet. 

PHILIPPE  SEGUIN  Age  52.  Right-wing 
president  of  National  Assembly.  A  Gaul- 
list  who  favors  state  intervention  in  the 
economy  and  opposes  monetary  union. 

ALAIN  MADELIN  Age  49.  Minister  for 
small  industry.  A  free-marketer,  if  made 
Finance  Minister,  he  would  speed  privat- 
ization and  pension  reform. 

PIERRE  LELLOUCHE  Age  44  Chirac  s 
city-hali  cohort.  A  possible  Foreign  Min- 
ister, he  is  pragmatic  and  outspoken. 

DATA:  BUSINESS  WEEK 

For  now,  Eur'ope  will  have  to  take 
that  on  faith — just  as  French  voters 
must  hope  that  Chirac's  progr-am  will 
pr'oduce  genuine  change.  The  markets 
have  ah-eady  given  one  sign  of  confi- 
dence: The  Fr-ench  fi-anc  has  not  cr-acked 
since  the  pi-esidential  election.  Now,  Chi- 
r-ac  must  sustain  this  confidence  by  prov- 
ing he  can  manage  a  troubled  country. 

By  StewaH  Toy  in  Paris,  with  Linda 
Bernier  in  Brussels  and  Bill  Javetski  in 
Frankfurt 
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COIVilViENTARY 

By  Bill  Javetski  and  John  Templeman 


WHY  EUROPE  SHOULD  BE  BANGING  ON  JAPAN'S  DOOR.  TOO 


Nobody  has  ever  accused  Hans 
Tietmeyer  of  being  shy.  Lately, 
the  president  of  the  German 
Bundesbank  has  been  even  blunter 
than  usual  in  blaming  the  CHnton 
Administration  and  Congress  for  the 
dollar's  13%  decline  against  the  Ger- 
man mark  since  January.  For  Tiet- 
meyer, the  U.  S.'s  low  savings  ratio 
and  high  budget  deficits  are  fueling 
the  mark's  rise  and  threatening  Eu- 
rope's economic  recovery. 

There's  no  doubt  that  the  U.S. 
needs  to  get  its  economic  house  in 
order.  But  Tietmeyer's  blast  was  ill- 
timed.  He  should  instead 
have  been  making  com- 
mon cause  with  Wash- 
ington to  pressure  the 
Japanese  to  open  their 
markets  and  correct 
their  trade  imbalance 
with  the  world.  That's 
because  Japan's  trade 
policy  is  driving  up  the 
mark  even  as  it  batters 
the  gi'eenback. 
DOWNWARD  SPIRAL. 
Make  no  mistake,  the 
crossfire  between  the 
dollar  and  the  yen  is 
wounding  Germany  and 
the  rest  of  Europe.  As 
trade  tensions  push  the 
dollar  to  historic  lows 
against  the  yen,  money 
traders  are  diving  for 
cover  into  the  world's  only  other  re- 
serve currency — the  mark.  "If  you 
feel  you  have  to  get  out  of  the  dol- 
lar, Where's  the  alternative?"  says 
Rolf-E.  Breuer,  a  managing  director 
at  Deutsche  Bank  in  Frankfurt. 
"The  strength  of  the  mark  is  the  re- 
flection of  the  dollar-yen  struggle." 

The  rising  mark  immediately  hits 
the  bottom  line  of  German  manufac- 
turers like  Daimler  Benz  Aerospace, 
which  has  to  price  its  planes  and 
helicopters  in  dollars  while  paying- 
its  workers  in  marks.  But  that's  just 
the  beginning  of  the  downward  spi- 
i-al.  As  global  money  managers  pile 
into  marks,  they  pull  out  of  weaker 
European  currencies,  from  the 
Spanish  peseta  to  the  Italian  hra  to 
the  British  pound.  That's  a  double 
whammy  for  German  exporters,  who 


must  then  struggle  to  compete 
against  ever-cheaper  products  from 
such  European  powerhouses  as  car- 
makers Fiat  and  Volvo  and  British 
chemical  giant  Imperial  Chemical 
Industries  PLC. 

The  irony  is  that  the  yen-dollar 
crisis  is  having  a  far  greater  impact 
on  Europe  than  on  the  U.  S.  This 
currency  turmoil  will  eventually 
come  back  to  haunt  most  of  Europe 
in  the  form  of  higher  inflation.  In 
this  chaotic  atmosphere,  Europe's 
hopes  for  monetary  union  sUp  fur- 
ther and  fui'ther  into  the  future. 


ANGRY  MESSAGE 

Tietmeyer  says  that 
U.S.  budget  deficits 
and  low  savings 
rates  are  fueling  a 
dangerous  rise  in 
the  German  mark 
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Meanwhile,  there  is  no  sign  in  the 
U.S.  that  the  falling  buck  is  about 
to  spark  a  runup  in  inflation,  and 
American  exporters  are  picking  up 
market  share  globally. 

Policymakers  in  the  Old  World 
know  the  Japanese  will  not  volun- 
tai-ily  open  their  markets  enough  to 
bring  down  the  yen  and  thus  halt 
the  mark's  rise.  "Japan  has  been  in 
surplus  a  long  time,  and  there's  no 
likelihood  it  will  reduce  the  surplus 
by  its  own  measures,"  says  a  senior 
German  official.  Some  Europeans 
are  ah-eady  on  board  with  the  idea 
of  tougher  measures.  "It's  time  to 
speak  up  and  take  action,"  says 
Klaus-Peter  Miiller,  a  managing  di- 
rector at  Commerzbank.  "The  Japa- 
nese are  persistent  and  tough.  We 
need  to  be  the  same." 


Here's  what  the  Europeans 
should  do.  They  should  lend  their 
voice  to  the  American  push  for  mar 
ket-opening  measures  in  Japan.  Eu- 
rope's weight  in  this  dispute  could 
be  critical  in  bending  Tokyo's  bu- 
reaucrats to  open  their  economy  and 
resolve  currency  misalignments. 
Then  the  Europeans  must  be  pre- 
pared to  back  up  U.S.  actions  with 
their  own  retahatory  tariffs  against 
Japanese  autos,  auto  parts,  and  elec- 
tronic components.  They  should 
even  remind  Japan  how  adept  the 
Europeans  can  be  in  slowing  im- 
ports to  a  trickle.  After 
all,  it  was  the  French 
who  more  than  a  decade 
ago  forced  many  Japa- 
nese products  to  pass 
through  an  inefficient 
customs  post  in  out-of- 
the-way  Poitiers. 
FIGHTING.  European 
leaders  have  been  leery 
about  jumping  into  what 
has  been  a  fight  be- 
tween the  U.  S.  and  Ja- 
pan. But  this  dispute  is 
lurching  toward  a  full- 
blown trade  war  that 
will  spare  few  of  the  de- 
veloped economies.  Yet 
European  negotiators 
have  so  far  quietly  let 
the  U.  S.  do  the  fighting, 
knowing  Europe  will 
benefit  from  any  new  barriers  to 
Japanese  products  in  the  U.S.  as 
well  as  any  openings  in  Japan.  Al- 
ready German  carmakers  such  as 
Mercedes-Benz  and  BMW  foresee 
sales  gains  in  the  U.S.  should  sanc- 
tions block  Infiniti  and  Lexus  im- 
ports. 

The  risk  is  that  such  noninvolve- 
ment  lets  the  Japanese  play  the  Eu- 
ropeans off  the  Americans.  And 
Tietmeyer's  comments  about  poor 
U.  S.  domestic  policy  encourage  the 
Japanese  to  claim  that  Americans 
have  only  themselves  to  blame  for 
the  dollar's  anemia.  Europe's  leaders 
have  to  change  their  rhetoric,  if 
only  out  of  self-interest. 

Javetski  and  Templeman  cover 
European  economics. 
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Doctors  can  test 
people's  reflexes  by 
lapping  their  knees  with 
a  small  rubber  mallet. 


But  how  do  you  test  a  cowpauy's  reflexes.^ 


As  companies  grow,  it  becomes  harder  for  them  ti)  react  c]uickl\  to  new  opportunities.  To  expanci 
immediately  into  new  markets.  Which  is  why,  tor  30  years,  we've  put  technology  to  work,  helping 
companies  use  information  to  move  faster.  And  manage  complex  projects.  So  when  the  rubber  mallet 
of  opportunity  strikes,  they're  able  to  respond  almost  as  quickly.  To  learn  more,  call  1-800-366-9337  x  1900. 
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PINATAS 

ON  18  WHEELS 

Truck-jackings  in  Mexico  are  way  up,  outraging  U.S.  companies 


It's  happening  all  too  often  in  Mexico: 
A  trailer-rig  packed  with  hundreds 
of  thousands  of  dollars'  worth  of  im- 
ported U.  S.  merchandise  is  pulled  over 
by  armed  men  claiming  to  be  police  for 
a  "routine"  cargo  inspection.  The  "po- 
lice" then  throw  the  driver  into  the 
trunk  of  a  waiting  car.  While  they  drive 
him  around  for  a  couple  of  hours,  accom- 
plices steal  the  cargo  and,  sometimes, 
the  truck. 

Shippers  say  truck  hijackings  in 
Mexico  have  skyi'ocketed  since  devalu- 
ation of  the  peso  last  December  trig- 
gered an  economic  crisis.  This  surge 
in  highway  crime  is  a  big  problem  for 
business  because  85%  of  the  trade  be- 
tween the  U.  S.  and  Mexico  is  carried 
by  ti"uck — and  traffic  is  way  up,  thanks 
to  the  North  American  Free  Ti'ade 
Agreement.  The  Mexican  police  say  270 
ti-uck  hijackings  were  reported  on  fed- 
eral highways  alone  in  1994,  and  there 
were  many  more  on  state  and  local 
roadways.  An  estimated  several  hun- 
dred million  dollars'  worth  of  goods 
were  lost.  "If  hijackings  continue,  they 
are  going  to  jeopardize  the  successful 
entry  of  some  companies  into  the  Mex- 
ican market,"  says  John  Rodriguez, 
Levi  Strauss  &  Co.'s  security  chief  for 
the  Western  U.  S.  and  Mexico. 

Faced  with  big  losses,  many  compa- 


The  robbei's  are  particularly  fond  of 
blue  jeans  because  they  can  sell  them 
quickly  at  thriving  thieves'  markets. 
The  highwaymen  are  also  helping  them- 
selves to  pricier  items,  such  as  CD  play- 
ers, TVs,  and  computers.  Sutton  and  oth- 
ers say  they  suspect  that  crooked 
customs  agents  and  drivers  alert  the 
bad  guys  to  juicy  targets. 


In  the  meantime,  security  expei 
are  doing  what  they  can  to  cut  the  if 
of  theft.  Sutton  has  reduced  hijackir 
to  just  two  in  the  past  two  mont; 
through  such  measures  as  doing  baJ 
gi'ound  checks  on  drivers  and  gettij 
rid  of  those  with  criminal  records  al 
other  black  marks.  He's  also  orderil 
drivers  to  take  expensive  but  safer 
highways.  Recently,  Sutton  eliminatl 
the  familial*  Seal's  logo  from  the  sides  [ 
many  delivery  trucks.  "We  found  th' 
the  advertising  value  was  just  not  won 
the  risk,"  he  says. 

"BIG  BUSINESS."  But  the  real  key  ■ 
stopping  the  hijackings  is  getting  t': 
police  to  do  their  jobs.  There's  wid 
spread  suspicion  that  the  police  are 
cahoots  with  the  hijackers.  "The  pro^ 
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The  rampant  hijackings  could  "jeopardize  the 
successful  entry  of  some  companies  into  the 
Mexican  market,"  says  Levi's  Rodriguez 


nies  are  beefing  up  security  at  their 
Mexican  operations.  Sears  de  Mexico, 
which  has  47  retail  stores  across  the 
country,  brought  in  former  FBI  agent 
James  R.  Sutton  last  September  to  be 
its  security  chief.  Last  year,  Sears  suf- 
fered 49  truck  hijackings,  losing  mer- 
chandise worth  more  than  $2  million. 
In  one  ill-staired  week.  Sears  lost  three 
trucks  to  bandits  posing  as  policemen. 
"We  get  the  double  whammy — not  only 
are  we  targeted  when  we  bring  in 
goods  from  the  U.S.,  we  also  get  hit 
when  we  distribute  the  merchandise  to 
stores,"  Sutton  says. 


BANDIT  BLOCKER:  Sears  brought  in  ex-FBI  agent  Sutton  to  heefup  securit/j 


lem  right  now  is  a  bad  economic  situ; 
tion,  poor  law  enforcement,  and  prol 
ably  a  lot  of  pohce  involvement  in  th 
hijackings,"  says  a  U.  S.  official.  "Hi 
jacking  has  become  big  business." 

But  federal  highway  poHce  chief  Ar 
tonio  Aiizpe  Mireles  denies  widespreac 
police  involvement.  "I'm  not  saying  th^ 
3,000  men  we  have  are  incapable  <> 
committing  a  crime,"  he  says.  But  sue! 
charges  are  unfair  without  concrete  e\- 
idence,  he  maintains. 

Sears  and  Levi  Strauss  are  spearl 
heading  a  corporate  security  lobby  thai 
has  met  with  government  officials,  inl 
eluding  the  attorneys  general  for  Mexil 
CO  City  and  the  state  of  Me.xico,  whcj 
promised  to  help.  But  security  agentsl 
say  high-level  promises  mean  little  ii 
undeipaid  local  law-enforcement  officersl 
find  it  more  lucrative  to  skirt  the  lawl 
than  enforce  it.  I 
By  Geri  Smith  in  Mexico  Citm 


Insurers  are  being  hit  hard.  Bruce 
Healey,  an  assistant  vice-president  at 
insurance  broker  Marsh  &  McLennan 
in  Mexico  City,  says  the  situation  "is 
bordering  on  catastrophic."  He  has  han- 
dled claims  on  three  stolen  shipments 
worth  more  than  $1.8  million  in  the  last 
three  months.  One  brazen  band  of 
thieves  ripped  off  a  tioickload  of  indus- 
trial kitchen  equipment  and  then  had 
the  nerve  to  call  the  affected  company 
to  find  out  how  to  price  the  cargo.  Ship- 
pers say  that  some  insurers  have  dou- 
bled their  rates.  Others  are  balking  at 
writing  Mexican  pohcies. 


New  Thinking 


'HE  CZECH  REPUBLIC  I'chek  ripabliki  •  Premier  Vaclav  Klaus; 
opulation  of  10,5  million;  stable  government;  parliamentary  democracy; 
alanced  budget;  GDP  2,5%;  stable  exchange  rate  1  US!)  =  27,8  CZK;  low 
iflation  10%;  low  unemployment  3.1%;  high  foreign  currency  reserves 
ISD  8,4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 
.000  CZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
Tivate  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
epatriation  of  profits;  tax  treaties;  U.SA,  Netherlands.  Cyprus  and  others 
History:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  10th 
entury  establishment  of  the  Czech  state.  1355  Charles  IV.  Roman 
Emperor  and  King  of  Bohemia;  1348  Charles  University  of  Prague  founded; 
918  proclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 
lation  of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
eginning  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
'ederative  Republic;  1990  establishment  of  HC&C.  The  Bill  of  Rights; 
992  first  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
nd  establishment  of  the  independent  Czech  Republic;  1994  signature 
f  Partnership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 
ion  of  second  wave  of  privatization;  municipal  elections  confirmed 
^zech  citizens  strong  support  for  market  economy  in  November  1994. 


HARVARD  FUNDS  |ha:ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic,  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Harvard  Funds.  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  assets 
under  management;  23  investment  funds;  largest  funds;  Harvard  Dividend 
Investment  Fund  and  Harvard  Growth  Investment  I^"und;  listings:  Prague 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker.  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  Stock 
Exchanges;  largest  holdings:  utilities  25%,  financial  institutions  22%, 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.850% 
(from  May  1,  1992  to  December  16,  1994:  1.035  CZK.  i.e.  the  price  of 
a  voucher  book),  average  annual  return  three  hundred  and  fifty  percent, 
350%;  discount  to  Net  Asset  Value  62%  as  of  16  December.  1994  on  PSE  (last 
trading  day  for  the  year:  December  16,  1994);  dividend  per  share  132  CZK 


Harvard  Funds 

The     Czech  Republic 


k'arning:  Adverlisemenl  appears  for  inrdrmalion  only.  It  docs  nol  conslilute  an  ofliT  to  buy  or  sell  securities  None  of  tliese  seeurltles  have  been  appr(]ve(l  for  purchase 
r  sale  liy  any  authority  outside  the  Czech  Republic.  Conlai  I  address  and  phone:  Nam.  Hrdinti  4B.  14(1  nil  Praha  4  •  phone  li(l-42-2-(i I llfi  II  21.  fa.x  (10-42-2-61  06  44  44. 


Rcspcclllilh  declines  > our  (Micr  of  Ihc 
Hea\  y  Metal  MegaHits"  CD  col  lection. 


Getting,  moving  and  using  intbmiation 
am  help  you  target  your  promotions 
to  tlie  customei^  you  really  want  to  reach. 

If  you're  like  most  companies,  you've  probably  got  plenty 
of  raw  data.  Wliat  you  need  are  the  tools  that  can  turn  it  into 
marketable  customer  information. 

One  of  our  clients  had  their  data  sitting  stovepiped  in  eiglit 
different  databases.  Sales  had  one,  Marketing  had  another, 
and  so  on.  And  nobody  ever  compared  notes. 

But  when  we  cleansed  and  combined  these  stand-alone 
systems  into  a  single  database,  and  gave  them  the  capability 
of  analyzing  detailed  customer  information,  it  immediately 
became  apparent  to  our  client  that  they'd  been  missing  out 
on  major  opportunities. 

Opportunities  to  move  significantly  more  product  by 
targeting  the  right  customer  with  the  right  product,  at  the 
right  time,  at  the  right  price. 

We  can  help  you  do  all  this  because  we're  the  company 
that  unites  Computing  and  Communications.  So  we  can  GET 
customer  intbmiation  riglit  from  the  point  of  transaction,  MOVE 
it  througliout  the  enterprise,  and  help  you  USE  it  to  make 
decisions  that  serve  your  customers  better 

Find  out  what  a  Customer  Focused  Solution'"  can  do  for 
your  company  Call  1  800  447-1124,  ext.  1039.  We'll  tell  you  more. 


Bri)i!>iiii>  C(>i)il)iitiiii>  ciiul  cuiuniiDiiailioiis 
to  help  you  get.  move,  and  use  customer  iuformatio)!. 


^ATsT 


Global  Information 
Solutions 
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IN  MOSCOW, 

THIN  BORSCHT  FOR  CLINTON 


It  was  a  display  of  militarism  Moscow  hadn't  seen  in  years. 
As  late-model  jet  fighters  zoomed  overhead,  tan  and  gi-een 
tanks  nimbled  down  nine-lane  Kutuzovsky  Prospect.  There 
wei'e  lots  of  red  flags  with  hammers  and  sickles. 

The  military  parade  seemed  to  give  a  big  boost  to  the  mo- 
rale of  a  public  whose  pride  has  been  hurt  by  the  collapse  of 
the  Soviet  Union  and  the  hardships  that  followed.  When  a 
flight  of  helicopters  thundered  above,  a  plump  middle-aged 
woman  called  proudly  to  hei'  young  son:  "Look,  Misha.  Oui's." 

President  Bill  Clinton  was  in  Moscow 
for  the  celebration  of  the  50th  anniver- 
saiy  of  the  defeat  of  Adolf  Hitler  as  well 
as  a  private  session  with  Pi-esident  Boris 
N.  Yeltsin.  This  was  Clinton's  fii'st  op- 
portunity to  see  the  more  confident  but 
also  somewhat  more  scaiy  Russia  that 
has  been  taking  shape  over  the  past  few 
months.  What  he  encountered  was  a 
country  that  still  wants  a  constructive 
relationship  with  the  U.  S.  but  is  no  long- 
er willing  to  follow  Washington's  dictates 
as  it  did  just  after  the  Soviet  Union's 
collapse. 

MORE  ASSERTIVE.  What's  happening  in 
Moscow  is  not  tenibly  suiprising.  Russia 
lost  the  Cold  Wai"  to  the  U.  S.  A  few  years  ago,  with  its  econ- 
omy a  shambles,  its  leaders  thought  they  badly  needed  U.  S. 
help  and  had  little  choice  but  to  heed  Uncle  Sam.  Now,  with 
its  economy  stabilizing,  Russia  is  once  again  gi'owing  more  as- 
sertive— as  Japan  and  Gennany  have  in  the  decades  following 
Worid  War  II. 

The  good  news  is  that  there  is  now  much  less  chance  of  a 
total  collapse  in  Russia,  with  the  frightening  implications 
that  might  have.  The  had  news  is  that  the  Russians  ai-e  going 
to  throw  their  weight  ai'ound  in  ways  that  could  be  troubhng 
or  even  threatening  to  the  West,  as  in  Chechnya. 

Yeltsin  did  give  Chnton  some  small  gifts  to  take  home.  He 


"A  WIN-WIN  MEETING"?  Not  exactly 


agreed  to  modify  Russia's  controversial  nuclear  reactor  d( 
with  Iran  so  as  to  make  it  harder  for  the  Islamic  republic 
produce  nuclear  weapons.  He  said  he  would  delay  transfer 
the  reactors  pending  a  review  by  a  joint  U.  S.-Russian  gi'oi' 
But  Clinton's  claim  that  this  was  a  "win-win  meetin| 
seems  exaggerated.  He  did  not  get  Yeltsin  to  scrap  the  Iri^ 
deal  outright.  That  could  prompt  U.  S.  Republicans  to  move 
kiU  some  $788  million  in  aid  to  Russia.  Yeltsin  also  declined 
sign  off  on  NATO's  admitting  foi-mer  Wai-saw  Pact  countriesi 
though  he  did  agree  to  participate  in  Clil 
ton's  Partnership  for  Peace.  There's  al 
little  sign  that  Clinton  made  any  headw; 
in  getting  Yeltsin  to  call  off  his  troo] 
in  Chechnya. 

Yeltsin  seemed  eerily  out  of  touch.  1  i 
a  joint  Kremlin  press  conference,  Yelts 
told  incredulous  reporters  that  in  Chec' 
nya  "there  are  no  hostilities  there,  thei 
is  no  militaiy  there."  As  he  spoke,  wii 
services  were  reporting  that  Russian  for 
es  were  sheUing  a  village  southeast 
Grozny,  the  Chechen  capital. 

But  the  news  on  the  economy  w£ 
very  positive  for  Clinton.  Privatization 
thriving.  Inflation  rates  continue  the: 
downward  swing,  while  recoveiy  is  a  real  possibility  ne? 
year  Russia  is  fast  developing  the  sort  of  regulations  and  f 
nancial  mai'kets  that  could  undei-pin  an  economic  power.  Say 
U.  S.  Ti-easuiy  Secretary  Robert  Rubin:  "If  these  things  ca 
be  accomplished,  the  potential  for  attracting  foreign  capital 
enonnous." 

There's  a  chance  that  Russia's  undeniable  economic  progres 
will  push  forward  political  reform  and  strengthen  foreig 
links,  thus  holding  Russia's  traditionally  aggi'essive  tendencie 
in  check.  But  it's  more  likely  that  relations  between  Russi 
and  the  West  wiW  be  turbulent  for  the  next  few  years. 

By  Peter  Galuszka,  with  Patricia  Kranz,  in  Moscoi 


GLOBAL  WRAPUP 


ttUEBEG'S  DEBT  MESS 

►  Quebec  Finance  Minister  Jean  Cam- 
peau,  acknowledging  that  his 
province's  spiraling  debts  are  "a  veri- 
table cance)',"  recently  unveiled  plans 
for  sharp  spending  cuts  and  higher 
taxes.  To  some  critics,  that  serves  as 
an  indication  that  Prime  Minister 
Jacques  Parizeau  can  no  longer  af- 
ford—politically or  economically — to 
push  secession  from  Canada. 

J.  Anthony  Boeckh,  chairman  of 
Montreal-based  bca  Research  Group, 
notes  that  Quebec's  $80  billion  foreign 


debt  and  deficit — equal  to  11.6%  of 
the  gi'oss  domestic  product — rank 
the  province  alongside  many  develop- 
ing economies  and  "nearly  bankrupt" 
industrial  countries.  Boeckh  warns 
that  in  order  to  persuade  global  in- 
vestors to  support  independence,  Pa- 
rizeau would  have  to  get  Quebeckers 
to  agree  to  "the  unthinkable" — a 
drastic  drop  in  living  standards  simi- 
lar to  the  one  Mexico  has  been  expe- 
riencing since  the  peso  crisis.  Other- 
wise, Quebec  might  face  massive 
capital  flight  and  a  "catastrophic"  cur- 
rency devaluation. 


SO  MUCH  FOR  iSOUTING  IRAN 

►  Just  a  few  days  after  President 
Clinton  announced  a  beefed-up  trade 
embargo  on  Iran,  Turkey  has  inked  a 
huge  deal  with  the  Islamic  republic. 
Under  the  $20  billion  agi'eement,  Iran 
will  supply  Turkey  with  natural  gas 
for  23  years.  Although  the  deal  has 
been  in  the  works  for  a  long  time,  the 
timing  surprised  observers  because 
Turkey  is  a  nato  member  and  a  close 
ally  of  the  U.  S.  Turkey's  move  seems 
yet  another  indication  of  how  difficult 
it  will  be  to  isolate  Iran. 


If  you  were  planning  to  take  off  with 
some  no-name  flight  bag,  you  might 
want  to  reschedule.  At  30,000  feet,  the 
Samsonite®  Soft  Carry-On  Piggyback® 
is  far  above  the  rest.  Its  book-opening 
design  and  mesh  dividers  make 
packing  a  breeze.  The  large  sturdy 
wheels  and  wide  wheelbase  help 


roll  more  smoothly  over  the 
;ompetition.  Its  two  front 
ockets  are  deeper  and 
oomier  than  others.  And  its 
etractable  Piggyback  strap 
arries  another  bag  for  you. 
he  Samsonite  Soft  Carry-On 
iggyback  is  the  only  place 
you'll  find  every  one  of  these 
special  features.  Finally,  there's 
a  flight  bag  to  put  your  trust  in. 
For  a  brochure  on  this  and  our 
other  first-class  flight  bags, 
call  1-800-262-8282,  ext.  20. 


^  Samsonite 


Advertisement 

Striking  A  Positive 
Chord  For  Business 


Our  nation's  lawmakers  and  opinion  leaders 
have  begun  singing  a  different  tune.  Less  gov- 
ernment regulation.  More  initiatives  for  business 
to  expand  and  create  jobs.  Emphasis  on  self- 
sufficiency,  entrepreneurship.  Cutting  waste  in 
the  name  of  efficiency. 

For  corporate  America,  it's  music  to  our  ears. 

It's  also  a  familiar  sound  for  the  intermodal 
industry.  Because  what  so  many  of  today's 
government  leaders  are  preaching  echoes  what 
intermodal  companies  have  been  practicing  for 
nearly  two  decades. 

Deregulation,  for  example.  Intermodal  is  a 
child  of  the  sweeping  transportation  reform  in 
the  1980s,  which  opened  the  door  to  competition 
throughout  the  industry.  For  a  government  striv- 
ing to  reduce  regulations  and  international  trade 
barriers,  intermodal  can  serve  as  a  model  for 
success.  The  level  playing  held  in  our  industry 
has  stimulated  all  transportation  providers  to 
improve  service,  develop  technologies,  and  com- 
pete aggressively  to  gain  market  share. 

Entrepreneurship?  Without  the  benefit  of  fed- 
eral subsidies,  intermodal  helped  reinvent  the 
nation's  freight  transportation,  by  creatively 
blending  rail  and  containerized  shipments  with 
traditional  motor  carrier  transport.  The  result: 
for  American  shippers,  a  fast,  efficient,  and 


economical  transportation  alternative  networked 
door  to  door,  coast  to  coast;  for  intermodal,  con- 
sistent double-digit  growth,  making  us  the  fastest 
growing  segment  of  the  treinsportation  industry. 

Iiitermodal  companies  have  also  set  an  example 
for  streamlining  operations,  by  trimming  the  fat 
from  operating  budgets.  In  this  process  we've 
worked  closely  with  our  customers  and  business 
parhiers  to  create  service  packages  that  maximize 
resources,  to  cover  a  multitude  of  needs. 

As  Washington  awakens  to  the  realities  of  the 
'90s,  it's  not  surprisiiig  that  so  many  lawmakers 
and  federal  officials  are  viewing  intermodal 
as  a  key  factor  in  America's  economic  future. 
Intermodal  transportation  is  at  the  core  of  the 
Department  of  Transportation's  recent  reorganiza- 
tion plan,  and  a  centerpiece  of  national  trans- 
portation policy  in  the  Congress. 

Intermodal  is  also  environmentally  sound.  It 
saves  fuel.  It  protects  our  highway  infrastructure 
from  further  decay.  It  enables  our  transportation 
system  to  more  than  hold  its  own  in  worldwide 
competition. 

Is  Capitol  Hill  taking  a  page  out  of  intermodal's 
songbook?  We'd  like  to  think  so.  With  so  much  at 
stake  for  our  economy  and  our  citizens,  it's  time 
for  business  and  government  to 
work  in  harmony.  INTERMODAL 


Why  You  Can't  Meet  Even  Simple 
Objectives  With  A  Flawed  Execution. 


In  1823,  Charles  Mackintosh  took  a  Httle-know  n  material  that  artists  used  to  rub  out  pencil 
marks,  spread  it  between  two  layers  of  cloth,  and  made  the  world's  first  waterproof  coat.  Soon  this 


new  material,  known  as  rubber,  turned  up 
shoes.  An  industry  was  nearly  born, 
exposed  to  extreme  cold,  they 
they  assumed  a  sticky  consistencx. 
20  years  before  someone  understood 
a  pair  of  rubber  shoes.  Rubber  making 
fundamental  components  completely 
in  making  it  work  was  a  man  by 


in  garters.  Suspenders.  Then  handmade 
Nearly"  because  when  the  rubber  goods  were 
became  hard  and  stiff.  And  in  heat, 
Kven  an  unpleasant  aroma.  It  was 
how  to  properly  make  a  raincoat.  Or 
had  to  be  entirely  reinvented.  Its 
modified.  The  person  who  succeeded 
the  name  of  Charles  Goodvear. 


A  similar  reassessment  is  taking  place  today  in  corporate  America.  Companies  are  taking  a 
careful  look  at  their  transportation  systems  and  finding  the  old  methods  lacking.  It's  something 
to  think  about  when  examining  yours.  Is  it  working  as  efficiently  as  it  should.''  Or  is  it  based  on 
the  belief  that  transportation  is  a  fixed  cost — a  concept  that's  inherently  flawed.'' 

CSX  Intermodal  is  the  only  transportation  company  in  the  countrs'  with  truck,  rail,  and 
terminal  operations  stretching  across  North  America.  We've  studied  intermodal  from  every 
angle.  And  from  our  customer  service  to  equipment  management,  we're  helping  companies  like 
yours  use  it  more  strategically.  Because  today,  transportation  affects  your  financial  performance 
as  much  as  any  other  decision  you  make. 

If  you'd  like  to  learn  more,  we  encourage  you  to  call  us  at  1-800-279-6779.  After  all, 
Charles  Mackintosh  sold  only  a  few  raincoats,  but  Goodyear's  company  became  a  multibillion- 
dollar  business.  Which  proves  there's  nothing  quite  like  having  the  right  formula. 


CSZ 

INTERMODAL 
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Special  Report 


HOT  GROWTH 
COMPANIES 

They're  quick,  creative-and  have  outpaced  bigger  rivals 


Fore  Systems  Inc.  was  the  quintessential  risky 
startup.  With  just  $100,000  from  savings,  four 
researchers  from  Carnegie  Mellon  University 
launched  the  company  five  years  ago  based  on  a 
simple  notion:  The  high-speed  networking  svdtch- 
es  being  developed  for  telephone  companies  could 
also  be  used  to  up  the  capacity  of  smaller  comput- 
er networks  that  link  workstations  and  PCs.  "Our 
biggest  concem,"  recalls  Chairman  and  CEO  Eric  C.  Cooper, 
36,  "was  why  wasn't  anyone  else  doing  it?" 

While  others  were  on  the  sidelines.  Fore  Systems  used  the 
new  technology,  called  asynchronous  transfer  mode  (ATM),  to 
build  a  big  lead  in  the  market  for  svdtches  and  the  accom 
panying  software  that  help  run  high-speed,  flexible  local- 
area  networks.  With  networked  computing  taking  off, 
revenues  for  the  fiscal  year  ended  March 
more  than  tripled,  to  $75.6  million.  Profits 
were  up  over  250%,  to  $7.4  million. 
TEAMWORK.  Its  mix  of  top-flight  gi-owth 
in  sales  and  earnings  plus  tonid  return  on 
capital  helped  land  Fore  Systems  the 
No.  4  spot  on  BUSINESS  week's  Hot 
Growth  list.  Fore  has  more  than  60%  of 
the  $100  million  market  for  ATM  switches. 
But  Cooper  and  his  band  of  techies  will 
have  to  fight  hard  to  stay  on  top:  Rivals 
such  as  Cisco  Systems  Inc.  and  3Com  Corp.  are  gearing  up  to 
take  a  bigger  share  as  ATM  edges  out  the  old  Ethei'net  tech- 
nology for  local  networks.  To  meet  the  challenge.  Fore  is  roll- 
ing out  new  switches  that  can  transmit  data  ever  faster, 
while  tackling  new  markets  through  deals  with  big  players 
such  as  Northern  Telecom  Inc.  "There  are  moi-e  people  enter- 
ing their  market,"  says  Needham  &  Co.  analyst  G.  Ai'javaKn- 
gam.  "But  it's  clear  Fore  will  be  the  dominant  supplier  of  this 
technology  for  at  least  the  next  few  years." 

Quick.  Opportunistic.  Creative.  Those  are  the  traits  linking 
the  companies  on  business  week's  1995  Hot  Growth  list. 


Niches  in  high-tech 
and  health  care  are 
helping  some  dodge 
the  slowing  economy 


Like  Fore  Systems,  the  99  other  companies  have  outpaced  far 
heftier  rivals  by  getting  there  fii"st  and  doing  things  better. 
Even  as  1994's  strong  economy  gave  Corporate  America  its 
most  sizzling  year  in  a  decade,  these  tiny  dynamos  continued 
to  race  to  the  head  of  the  pack.  Over  the  past  thi'ee  years, 
sales  for  the  companies  on  the  list  gi-ew  an  average  of  66%, 
compared  with  5%  for  the  Standard  &  Poor-'s  industrials  in- 
dex. Earnings  jumped  164%,  compared  with  the  s&P's  27%. 
while  return  on  invested  capital  hit  30%,  against  10%. 

Fore  Systems  isn't  the  only  Hot  Growth  company  capital- 
izing on  technology.  As  pereonal  computer  sales  boom,  demand 
for  wireless  and  other  telecommunications  technology  soars, 
and  computers  spread  to  every  business,  25  of  the  100 
companies  on  the  list  were  software-  or  computer-relat- 
ed, while  five  were  in  telecommunications.  "More  technol- 
ogy companies  were  meeting  or  exceed- 
ing earnings  estimates  than  I've  seen  in 
years,"  says  Jack  LaPorte,  portfolio  man- 
ager of  the  T.  Rowe  Price  New  Horizons 
Fund,  a  small-company  mutual  fund. 

Like  Foj'e,  companies  that  successfully 
tapped  into  the  shift  to  networked  com- 
puting were  particularly  hot.  NetManage 
Inc.  (No.  15)  develops  programs  that  ran 
local-area  networks.  Cambridge  Technol- 
ogy  Partners  Inc.  (No.  12)  helps  compa- 
nies design  lai'ge-scale  integi-ated  computer  systems.  Plenty  of 
profitable  prospecting  is  also  being  done  in  health  care.  Em- 
ployee Solutions  Inc.  (No.  9)  helps  small  companies  lower 
health-care  and  workers'  compensation  costs  by  bundling 
their  staffs  together  to  negotiate  rates  with  insurers  and 
managed-care  providers.  Growing  fears  of  transmittable  dis- 
eases helped  Safeskin  Coip.  (No.  10)  boost  sales  of  its  special- 
ized latex  medical  gloves  by  70.2%-  annually  since  1991. 

Of  course,  plenty  of  companies  made  the  list  by  mining  un- 
techie  veins.  Despite  a  rather  tough  retail  climate.  Urban  Out- 
fittere  Inc.  (No.  76)  carved  out  a  lucrative  perch  by  catering  to 
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Hottest  of  the  Hot 


£S 

MILLIONS  OF  DOLLARS* 

MILLIONS  OF  DOLLARS* 

MILLIONS  OF  DOLLARS* 

ROPER  INDUSTRIES 

$148.5 

FTP  SOFTWARE 

$25.9 

FORE  SYSTEMS 

$869 

ELECTRONICS  FOR  IMAGING 

143.4 

ELECTROGLAS 

24.9 

NETMANAGE 

723 

BTG 

142.4 

ELECTRONICS  FOR  IMAGING 

24.3 

FTP  SOFTWARE 

613 

APOLLO  GROUP 

142.4 

ZEBRA  TECHNOLOGIES 

23.5 

ZEBRA  TECHNOLOGIES 

552 

ST.  JOHN  KNITS 

137.0 

PHOENIX  TECHNOLOGIES 

21.4 

ELECTRONICS  FOR  IMAGING 

546 

*Latest  four  quarters 

*Latest  four  quarters 

*As  of  Apr.  28 

SALES  C 

AVERAGE  ANNUAL  RATE* 

AVERAGE  ANNUAL  RATE* 

AVERAGE  ANNUAL  RATE* 

RETIREMENT  CARE  ASSOCIATES 

688.3% 

RETIREMENT  CARE  ASSOCIATES 

1139.3% 

TREND-LINES 

74.2% 

NETMANAGE 

412.4 

JALATE 

915.9 

CMG  INFORMATION  SERVICES 

73.6 

FORE  SYSTEMS 

318.1 

NETMANAGE 

520.8 

ROCK  BOTTOM  RESTAURANTS 

70.0 

UNICOMP 

281.4 

UNICOMP 

482.4 

HAPPINESS  EXPRESS 

68.2 

MEDIA  ARTS  GROUP 

169.1 

STERIS 

458.1 

INSO 

62.1 

*Latest  three  years 

DATA 

'Latest  three  years                                          'Latest  three  years'  return  on  invested  capital 

STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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the  unglamorous  fashion  tastes  of  Generation  Xers.  And  the 
No.  1  spot  goes  to  Happiness  Express  Inc.,  a  New  York- 
based  toymaker  that  scored  big  with  kids'  accessories  based 
on  TV  characters  such  as  the  Mighty  Moqahin  Power  Rangers. 
COOL  MARKET.  Much  of  the  fuel  for  gi-owth  last  year  came 
from  a  booming  economy.  Some  saw  sales  explode  thanks  to 
the  healthy  gi-owth  of  big  corporate  customers,  while  others 
created  robust  demand  carving  out  new  niches  ahead  of  big  ri- 
vals. Can  they  keep  it  up?  A  slowing  economy  may  make  it 
hard  for  some  small  companies  to  sustain  heady  growth.  "It's 
going  to  be  a  much  tougher  environment,"  wams  LaPorte. 
Wall  Street  has  already  soured  on  some  small-company 

stocks.  Even  Hot 
Growth  companies 
that  delivered  eye- 
popping  results  last 
year  often  trailed  bigger  brethren  in  the  market.  Shares  of 
stocks  on  this  year's  list  are  cuirently  trading  at  an  average 
of  16%  below  their  52-week  highs,  while  the  average  s&P  in- 
dustrial stock  is  trading  at  8.9%  below  its  52-week  high.  The 
reason:  For  much  of  1994,  investors  favored  big  cyclicals  as 
the  surging  U.  S.  economy  fueled  robust  earnings  for  auto 
makers,  chemical  producers,  and  the  like.  "The  wind  was 
clearly  in  our  face,"  says  James  P.  Goff,  portfolio  manager  of 
the  $1.5  billion  Janus  Venture  Fund,  a  gi-ovd;h  company  fimd. 

That  stiff  breeze  also  cooled  initial  public  offerings.  After 
setting  a  fieiy  pace  in  1993  with  more  than  $57  billion  raised, 
new  pubUc  companies  raised  just  $34  billion  in  1994.  In  1995's 
first  quarter,  less  than  $4  billion  in  equity  has  been  sold 
through  IPOS.  Analysts  say  that  reflects  the  general  swing  to- 
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ward  big-cap  stocks,  though  as  the  market  heats  up,  some 
pect  IPOS  to  do  likewise.  Start-up  funds  still  abound: 
cording  to  Venture  Capital  Journal,  $3.8  billion  in  venti 
capital  was  raised  in  1994,  up  from  $2.5  billion  in  1993. 

And  last  year's  ill  wind  may  yet  blow  investors  so 
good.  T.  Rowe  Price's  LaPorte  believes  that  many  sff 
companies  are  selKng  at  bargain  prices.  LaPorte  measures  1 
richness  of  small-cap  stocks  by  comparing  the  average  pri 
to-eaiTiings  ratio  of  the  stocks  in  his  portfolio  with  the  p-e 
tio  of  the  s&P  500.  Today,  LaPorte's  stocks  are  trading  in  1 
lower  half  of  their  historical  range  relative  to  larger-comp; 
stocks.  That,  he  says,  leaves  plenty  of  room  for  an  uptun 

Indeed,  small  companies  able  to  dodge  the  slowing  ecoi 
my  may  soon  be  back  in  vogue.  For  one  thing,  a  slowdown 
gi'owth  will  first  hurt  the  earnings  of  the  cyclical  business 
that  the  market  has  favored.  And  if  Congress  does  pass 
capital-gains  tax  cut,  gi-owth  stocks  stand  to  be  big  benefi  U[ 
aries.  "The  flow  of  funds  in  the  market  is  mshing  back 
growth,"  says  Robert  E.  Stansky,  portfolio  manager  of  tiff 
$3.7  billion  Fidelity  Growth  Company  Fund.  "Money  is  molte 
ing  out  of  cyclicals  and  into  fast-gi-owing  small  companies.r 

Of  course,  these  fleet-footed  little  racere  always  run  the  ri 
of  stumbling  (page  80).  Some  could  prove  too  dependent 
one  or  two  products  or  customers  and  get  tripped  up  \ 
changing  tastes  or  shifting  markets.  Others,  cautiously  three 
ing  their  way  among  the  elephants,  may  get  squished.  But  tl  s. 
smart,  the  lucky,  and  the  swift  on  business  week's  H 
Growth  list  stand  a  good  chance  of  outmaneuvering  the  titaj 
today — and  joining  their  ranks  tomon*ow. 

By  Amy  Barrett  in  Wasldngtdk^i 


HAPPINESS  EXPRESS 

HAPPINESS  IS 
A  HOT  TOY 

It  was  three  in  the  morning  when  Jo- 
seph A.  Sutton,  CEO  of  Happiness 
Express,  first  learned  that  his  wife 
had  put  an  alarm  in  their  Mercedes. 
"Stand  back,"  screeched  the  alarm, 
when  a  cat  clambered  over  the  car.  "You 
are  too  close  to  the  vehicle." 

But  rather  than  losing  sleep,  he 
turned  his  nocturnal  wake-up  into  a  new 
toy:  A  small  kids'  doorplate  decorated 
with  characters  from  the  popular  TV 
show,  it  bleats  out  "Stand  back!  This 
room  is  protected  by  the  Mighty  Mor- 
phin  Power  Rangers!"  when  intruders 
venture  close.  Within  months,  the  door- 
plates  hit  the  market — and  together 
with  Power  Rangers  gloves  introduced 
in  mid- 1994,  they've  propelled  Happi- 
ness Express  foi-ward  since.  With  Pow- 
er Rangers  products  accounting  for  75% 
of  sales,  revenues  for  fiscal  1995  swelled 
50%,  to  $60  million,  while  earnings  rose 
10%,  to  $7.5  million.  That  earned  Happi- 
ness the  No.l  spot  on  business  week's 
1995  Hot  Growth  Company  list. 

Since  Sutton,  42,  and  his  brother,  Ike, 
Happiness  Express'  46-year-old  coo, 
founded  the  company  in  1989,  they've 
canned  out  a  niche  producing  toys  and 


0  HI 


accessories  based  on  MIGHTY  MORPHiN 
popular  licensed  char-  ^e"^||^ons' 
acters.  Longtime  inde-  are  spreading 
pendent  sales  reps  for  THEIR  BETS 

small  toy  companies, 
the  two  figured  they  could  do  better  on 
their  own.  By  1993,  the  brothers  built  a 
portfolio  ranging  fi-om  Walt  Disney  Co.'s 
Little  Mermaid  to  tv's  Simpsons.  But  it 
wasn't  until  a  flashlight  decorated  with 
Barney,  PBS'  purple  dinosaur,  scored 
with  kids  that  Happiness  hit  paydirt. 
Barney-related  gadgets  brought  55%  of 
fiscal  1994  sales.  When  Barney  fell  be- 


low 1%  a  year  later,  Power  Range: 
picked  up  the  slack. 

And  that  raises  a  whopper  of 
question:  What  wll  replace  PowJuii 
Rangers  when  they  fade?  ceo  Sutto 
says  fears  are  misplaced.  His  strat( 
gy  is  to  create  products  based 
luts  of  licenses,  then  gear  up  pre 
(luction  when  one  hits  big:  "We'v 
proved  to  the  industry  that  we  kno\ 
how  to  go  where  the  action  is." 
RIGHT  STUFFING?  Still,  Wall  Street 
woiried.  Since  December,  the  stocl 
has  fallen  fi-om  its  high  of  ai'ound  T 
to  12.  "Every  toy  company  that  ha 
derived  more  than  50%  of  its  profi 
from  one  product  has  gotten  into 
nancial  difficulty  when  that  produe 
cools  off,"  says  analyst  Sean 
McGowan  at  Gerard  Klauer  Matti 
son  &  Co.  He  expects  earnings  t( 
fall  33%,  to  $5  million  in  fiscal  1996 
To  avoid  that  fate,  Sutton  is  rap 
idly  diversifying.  The  ceo  has  lurec 
executives  away  fi'om  big  rivals  sucl 
as  Hasbro  Inc.  and  Tyco  Toys  Inc. 
and  he's  launching  new  product  lines. 
And  a  whole  new  slew  of  licensed 
products  is  coming,  including  stuffed  an- 
imals based  on  Nickelodeon's  tv  series 
AAAHHH!  Real  Monsters.  "We  have  a 
lot  of  things  going  on,"  says  Sutton 
"You  can't  gi'ow  unless  you  have  a  lot  of 
different  oars  in  the  water."  That's 
true — as  long  as  the  stream  Happiness 
is  rowing  doesn't  run  dry. 

By  Lori  BoJigiormo  in  New  York 
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GEERLINGS  &  WADE 

IT  WAS  A  VERY 
GOOD  YEAR 

Host  customers  who  get  lousy  ser- 
vice from  a  retailer-  just  take  their 
business  elsewhere.  But  former 
jopers  &  Lybrand  accountants  Huib 
.  Geerlings  and  Phillip  D.  Wade  turned 
leir  bad  experience  with  a  hquor  store 
to  a  fast-gi-owing  small  company.  After 
aiting  three  months  for  a  case  of  wine 
I  be  delivered,  they  decided  they  could 
I  ill  wine  more  efficiently  themselves. 
0  they  started  Geerhngs  &  Wade,  now 
le  nation's  largest  direct-mail  wine 
larketer  and  No.  7  on  business  week's 
[ot  Growth  list. 

Selling  wine 
y  mail  is  hardly 
ew.  But  Geer- 
ngs  &  Wade  de- 
eloped  a  formula  that  no  one  in  the 
5  biUion  U.  S.  wine  trade  matches.  It 
narkets  wines  in  all  price  ranges 
hi'ough  mass  mailings  and  an  800  num- 
ler.  Last  year,  sales  swelled  64%,  to 
•20  million,  while  profits  more  than 
[uadi-upled,  to  $1.3  million.  "We've  been 
ibsolutely  fanatical  about  delivering  on 
ime  and  with  flawless  execution,  and 
t's  working,"  says  Wade,  the  38-year-old 
)resident. 

WORE  CONTROL.  The  partners  started 
;he  business  in  1987  by  linking  up  with 
in  acquaintance  of  Geerlings'  who  ran 
;he  Wine  Exchange,  a  Connecticut  mail- 
)rder  wine  merchant  owned  by  a  Dutch 


CEO  WADE.  IN  '94, 
PROFrrS  FOR  THE 
DIRECT  MARKETER 
REACHED 
$1.3  MILLION 


company.  Initially,  they  used  the  Wine 
Exchange's  marketing  materials  and 
wine  inventory  to  sell  in  Massachusetts. 

But  the  arrangement  fell  apart  in 
1988,  when  Geerlings  &  Wade  wanted 
room  to  expand  and  more  conti'ol  over- 
delivery  schedules.  The  Wine  Exchange 
sued  to  stop  them  from  competing.  The 
suit  was  eventually  settled,  and  Geer- 
lings and  Wade,  who  had  already  put 
$180,000  into  their  business,  kept  going 
by  r-aising  another-  $100,000  from  family 
and  friends. 

When  Geer-lings  &  Wade  went  out 
on  its  own,  sales  exploded.  Prospecting 
for  customers  from  subscriber  lists  for 


Gourmet,  The  Econ- 
omist, and  other 
publications,  it 
carved  out  a  niche 
selling  wines  rang- 
ing fr-om  $5  Califor-- 
nia  chardonnays  to 
$100  bottles  of  Cha- 
teau Mar-gaux.  Last 
year  it  raised  $11 
million  in  a  public 
offer-ing  that  valued 
Geerlings'  and 
Wade's  initial  invest- 
ments at  a  combined 
$14  million.  The 
company,  based  in  a 
war'ehouse  in  Can- 
ton, Mass.,  now  op- 
erates in  20  states. 

The  cjuestion  now 
is  whether  the  com- 
jjany  can  stay  out  in 
front  in  a  business 
wide  open  to  com- 
petitor's. Mitchel  H. 
Sonies,  an  analyst 
with  Br-ean  Mur-ray  Foster  Secur-ities, 
thinks  high  ban-iers  to  entr-y  will  slow 
r-ivals.  A  key  obstacle:  complying  with  a 
patchwork  of  state  r-egulations  on  liquor 
sales — a  legacy  of  Pr-ohibition. 

The  real  threat  to  Geerlings  & 
Wade's  gr-owth  may  come  when  it  has 
penetr-ated  all  30  states  where  mail-or- 
der- wine  sales  are  legal.  But  Wade  says 
that  his  firm  has  plenty  of  room  for  ex- 
pansion thr"ough  acquisitions,  possibly 
of  catalog  companies  selling  oenophile 
par-aphernalia.  Geerlings  &  Wade  can 
only  hope  that,  like  fine  wine,  its  r-e- 
sults  will  keep  improving  with  age. 

By  Geoffrey  Smith  in  Boston 


WONDERWARE 

ANIMATED 
AUTOMATION 

It  was  supposed  to  be  a  tempo- 
i-ary  name:  "Wonderware." 
Founder  Dennis  R.  Mor-in 
typed  it  into  his  company's  incor-- 
poration  documents  in  1987  when 
tie  couldn't  think  of  something 
satchy  that  included  "integr-ated" 
or  "micro."  Now,  with  Wonder-- 
ware  Corp.'s  cartoon-like  logo  em- 
blazoned on  a  building  in  an  other- 
wise anonymous  industr-ial  par-k  in 
Irvine,  Calif.,  the  company  still 
seems  a  little  light-hearted.  Indeed, 
more  serious  competitors'  ads  sneer  at 
Wonderware's  "fun-to-use"  softwar-e. 
Wonder-war-e  is  no  joke,  though.  It's  a 


sei'ious  player-  in  the  mushrooming  mar- 
ket for  industr-ial-automation  softwar'e, 
and  No.  38  on  business  week's  Hot 
Growth  list.  College  dropout  Morin 


CASH  COW:  star-ted  Won- 

BmN^s  a'ught  J^'--^'-^ 
TOUCH  TO  HEAVY    he  was  laid  otf 
INDUSTRY  from  his  ump- 

teenth job,  the 
last  one  designing  software.  "I'd 
never  been  promoted;  I'd  never 
held  a  management  position,"  he 
says.  "I  decided  that  the  only  way 
to  get  to  the  top  of  the  corporate 
ladder  was  to  start  there." 
PINBALL  WIZARD.  Mor-in's  inspira- 
tion came  fi-om  an  ear'ly  computer 
game  called  Pinball  Construction 
Set.  Player-s  could  design  their 
own  pinball  machines  by  placing 
flippers  and  bumpers  where  they 

J wanted.  Morin  wondei-ed:  Why  not 
build  the  same  flexibility  into  the 
engineering  softwar'e  used  to  con- 
trol valves  and  temperature  gauges  in 
factories? 

That  insight  led  to  the  cr-eation  of 
Wonder-war-e's  InTouch  industrial-auto- 
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mation  software.  While  other  industrial 
softwar'e  required  each  machine  to  have 
its  own  display  panel  and  individual  con- 
trols, InTouch  allows  engineers  to 
"watch"  the  workings  of  the  entire  fac- 
tory through  on-screen  animations  that 
continually  mimic  what's  going  on.  As 
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they  watch,  engineers  can  change  man- 
ufacturing processes  instantly.  Most  im- 
Ijoitant,  InTouch  works  with  eveiy  piece 
of  equipment  on  the  factoiy  floor.  So, 
like  the  pinball  player  who  can  move 
liis  on-sci-een  flippers,  InTouch  users  can 
quickly  rejigger  controls  factoiywide. 


Other  signs  of  InTouch 's  pinball  par- 
entage include  software  commands  that 
let  users  add  light  touches  to  their 
screens,  such  as  birds  coursing  their 
way  over  factoiy  .equipment.  But  don't 
mistake  whimsy  for  lack  of  business 
savvy:  By  designing  his  InTouch  sys- 
tem for  Microsoft  Corp.'s  Windows  in- 
stead of  DOS,  Morin  gained  a  two-year 
lead  on  rivals.  Fueled  by  its  ability  to 
run  on  off-the-shelf  pes,  sales  have 
zoomed.  Revenues  increased  67%  last 
year,  to  $35.7  million,  as  profits  doubled, 
to  $7.6  million.  For  1995's  fii'st  quarter, 
net  income  rose  75%,  to  $2.6  million,  on 
revenues  up  62%. 

Now,  Morin,  49,  aims  to  expand  Won- 
derware  at  60%  per  year,  to  a  half-bil- 


lion-dollar company  within  five  year 
"Our  strategy  is  to  supply  all  the  sof 
ware  components  you'll  need  to  auti 
mate  a  factory,"  he  says.  More  pro( 
ucts  are  already  in  the  pipeline,  an 
Morin  is  also  busy  working  on  the  co 
porate  culture.  "I  Uke  the  idea  that  yc 
can  have  fun  while  doing  serioi 
things,"  he  says.  This  year,  the  cove 
of  Wondei-wai'e's  annual  report  feature 
an  image  of  a  cow  stepping  out  of 
computer  screen,  to  illustrate  how  Ii 
Touch  could  control  a  mythical  dairj 
products  company  called  WonderMo^ 
An  excuse,  perhaps,  for  the  papie: 
mache  cow  that  Morin  just  commii 
sioned  to  adoni  the  lobby. 

By  Larry  Artnstrong  in  Irvine,  Cali 
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ROCK  BOTTOM 
RESTAURANTS 

BREWING  UP 
SOLID  PROFITS 

The  line  snakes  out  the  door  at  the 
Rock  Bottom  Breweiy  in  Denver, 
but  nobody's  complaining.  As  a  kha- 
ki-clad waiter  passes  out  compHmentaiy 
beer,  the  crowd  of  young  professionals 
plays  pool,  checks 
out  the  brewhouse, 
and  eyes  platters  of 
chicken  enchiladas 
whizzing  by. 

Rock  Bottom 
diners  aren't  the 
only  ones  with  :i 
taste  for  the  brew 
pub.  Wall  Street  is 
positively  drooling 
over  Rock  Bottom 
Restaurants  Inc., 
which  owns  six 
Rock  Bottom  brew 
pubs  as  well  as  Old 
Chicago,  a  chain  of 
18  pizza  restau- 
rants. Last  year, 
net  income  at  the 
company — No.  25  on 
this  year's  Hot 
Growth  list — shot 
up  36%,  to  $1.9  mil- 
lion, on  revenues  of 
$38.9  milhqn,  a  57%-  gain.  Michael  G. 
Mueller,  a  managing  director  at  Mont- 
gomery Securities,  expects  revenues  to 
reach  $74  million  this  year,  vrith  net  in- 
come more  than  doubling  to  .$4.5  million. 

Old  Chicago  cooked  up  nearly  60% 
of  revenues  last  year,  but  it's  the  Rock 
Bottom  brew  pubs  that  have  caused 
Wall  Street  to  hoist  the  stock  to  nearly 


22,  some  30  times  projected  earnings. 
Rock  Bottom  was  launched  five  years 
ago  by  Chairman  and  CEO  Frank  B. 
Day — a  fonnei-  Bm-ger  King  Coip.  fi'an- 
chisee  and  Harvard  mba.  It's  now  the 
most  advanced  player  in  the  race  to 
build  a  national  chain  of  brew  pubs,  a 
rush  fueled  by  the  soaring  popularity 
of  tiny  local  microbreweries.  After  test- 
ing out  the  foiTnula  in  its  original  Den- 
ver brew  pub  for  two  years,  the  compa- 
ny began  expanding  in  1993.  Now  Day, 
62,  plans  to  double  the  lucrative  chain  to 
13  restaurants  by  the  end  of  1996. 
Rock  Bottom  has  thrived  because. 


unlike  many  pubs,  it  emphasizes  good 
food.  And  unlike  most  restaurants,  it 
also  does  a  good  job  with  the  beer. 
"We're  very  serious  about  it  being  a 
restaurant.  Some  brew  pubs  are  not; 
they're  more  interested  in  being  a  tav- 
ern," says  Day.  "We  try  to  keep  a  bal- 
ance." It's  a  mix  that  works:  Some  45% 
of  revenues,  about  tvdce  the  national 


restaurant  average,  come  from  alcoho 
mostly  beer,  which  Rock  Bottom  brew 
for  20<2  a  glass  and  sells  for  $3. 

Day,  who  opened  Boulder's  first  fer 
bar  in  the  early  1970s  before  launchin 
the  Old  Cnicago  chain  in  1976,  know 
fii'sthand  that  quality  service  pays  off  i 
the  restam-ant  business.  Rock  Bottor 
employees  rely  on  teamwork,  run  eae 
other's  orders  to  tables,  share  grun 
work,  and  rotate  undesirable  shifti 
Each  new  hire  serves  a  30-day  proba 
tion  period — and  must  get  the  approv; 
of  10  employees  before  becoming  part  c 
the  permanent  staff.  As  a  result,  th 

CEO  DAY  KNOWS 
THE  VALUE  OF 
QUALITY  SERVICE 
AND  FOOD,  AND  S< 
DOES  WALL  STREE 

turnover  is  approx 
imately  half  the  na 
tional  average 
restaurants. 
FICKLE?  Of  course 
Rock  Bottom's  ap 
peal  could  go  flat 
Restaurant  custom 
ers  are  notorious! 
fickle,  and  som( 
young  professional; 
have  already  tire( 
of  the  brew  pub 
used  to  go  to  th< 
Rock  Bottom,  bu 
it's  been  taken  ovei 
by  women  in  bij 
hair  who've  hean 
men  in  suits  han| 
out  there,"  says 
Denver  lawyer,  who  is  doing  her  party 
ing  elsewhere. 

So  far,  others  have  taken  her  place 
Rock  Bottom  "is  doing  25%-  better  ii 
volume  than  in  our  wildest  dream; 
when  we  opened  it,"  says  Day.  Now 
that  kind  of  success  is  something  t( 
drink  to. 

By  Sandra  Dallas  in  Denvei 
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sSTRANOMiCS:     THE     NEW     REALITY     IN     BUSINESS  AVIATION 


The  new  Astra  SPX. 

Introducing  the  practical  benefits 
of  advanced  technology. 


The  new  Astra  SPX  brings  a  whole 
new  dimension  to  the  world  of  busi- 
ness aviation.  Born  of  advanced  technol- 
ogy, the  fuselage  fits  the  human  form 
and  achieves  the  highest  degree  of  aero- 
dynamics. Interior  space  is  maximized 
while  minimizing  the  external  frontal 
drag.  As  a  result,  the  SPX  can  fly  non- 
stop* from  New  York  City  to  Los  Angeles 
at  a  speed 

.  r,^  NEW  YORK(TEB)toLOSANGELES(LAX) 

of  .82 

Mach. 
That's  one 
hour  faster 
than  any 
other  man- 
ufacturer's 
mid-size 
business 
jet.  The 

Lear  60,  Citation  VI  and  VII  require  a 
stop*  to  complete  the  mission. 


Climb  to  the  top 

Thanks  to  the  new  more  powerful 
highly  efficient  AlliedSignal  731  -40 
engines,  the 
SPX  offers  a 
range  of 
3690  miles. 
600  miles  tfe  731-40 

greater  than  the  Hawker  800.  The  digi- 
tally controlled  engines  were  derived 
from  AlliedSignal's  highly  successful 

*  Boeing  85%  probability  wind  4  Pax- 
ISA  conditions  NBAA  IFR  reserves 


turbo  fan  engines  with  a  history  of 
more  than  28  million  flight  hours.  Truly 
a  global  performer,  the 
Astra  SPX  will  fly  you 
to  London  from  New 
York,  non-stop. 
Combining  the  731-40 
engines  with  the  new 
wing  design,  the  SPX 

achieves  extraordinary 
short  field  performance. 
On  a  1 ,000  mile  mission, 
it  can  take  off  from  run- 
ways 500  feet  shorter 
than  any  of  its  mid-size 
competitors.  In  fact,  the 
SPX  can  take  off  from 
shorter  fields  than  the 
Beechjet  400A  and  has  an 
operating  cost  per  mile 
less  than  the  Citation  V  Ultra.  The  SPX 
offers  the  most  advanced  digital  avionics 
that  will  be  available  on  future  larger 
business  jets  like  the  Challenger  604, 
Falcon  2000  and  the  Astra  Galaxy. 
This  advanced  Collins  avionics  package 
provides  your  pilots  with  greater 
information  and  reliability. 


Astra  SPX 


• '  Take  off  to  touch  down 
includes  1  hour  refuel  stop 


More  comfort 
on  the  inside 

The  SPX  can  cruise  above  the 
weather  at  41 ,000  feet  for  longer  peri- 
ods of  time  than  any  mid-size  business 
aircraft,  adding  to  the  comfort  and 


quietness  of  the  cabin  environment. 
Henry  Dreyfuss  Associates  designed  a 
^    ^  -^11   ]|  I  cabin  interior  around 
_J_^lll   1    their  human  engineer- 
ing philosophy.  The 
SPX  offers  greater  leg 
room  than  a  Lear  60 
and  has  a  longer  cabin. 

Your  stockholders 
will  applaud 

The  Astra  SPX  is  part  of  a  new  gener- 
ation of  Astra  business  aircraft.  This 
comes  at  a  time  when  large  and  small 
corporations  are  looking  at  new  ways 
to  reduce  their  overhead  and  improve 
their  profits.  It's  something  we  call 
Astranomics:  the  new  reality  in  business 
aviation.  It's  something  your  stockhold- 
ers will  applaud.  Call  our  president. 
Roy  E.  Bergstrom, at  1  609  987-1 1 25  or 
fax  us  at  1  609  987-81 18  for  more 
information.  ^ 


Leadership. .  .by  design 


you!  Sprint's  low,  flat  rates 
for  small  businesses. 


Xhanks  to  Sprint  Business, 
now  the  world  is  flat. 

Introducing  low,  flat  rates  on  your 
long  distance  services.  That  includes  all  your 
state-to-state  calls,  as  well  as  Sprint  (SOO  service, 
cellular  long  distance  and  calling  cards. 
You  pay  the  same  low  rate 
whenever  you  call. 

Day  or  night.  Weekdays  or  weekends. 
On  the  road,  or  at  the  office.   Even  if 
you  spend  as  little  as  SSO  a  month. 
Your  long  distance  costs 
are  simple  to  understand. 

Our  low,  flat  rates  end  the  confusion  of 
calculating  your  cost  per  minute.  And 
it's  easy  to  sign  up.  Just  call  now. 
We'll  help  your  business  do  more  business. 


Sprint, 

Business 


1-800-827-3700 

Monthly  minimums  apply.    ©1995  Sprint  Communications  Company  L.P. 


PEDIATRIC  SERVICES 

SPECIAL  CARE 
FOR  SICK  KIDS 

There's  a  i)opular  doll  making  the 
rounds  at  Pediatric  Services  of 
Amei-ica  Inc.  (psa).  If  it  weren't  for 
the  black-felt  moustache,  you  might  mis- 
take it  for  a  Cabbage  Patch  Kid.  But 
the  play  money  bulging  from  its  dia- 
pers— and  a  face  resembling  ceo  Jo- 
seph D.  Sansone — is  a  dead  giveaway 
that  this  doll  wasn't  made  for  the  kids 


Special  Report 


that  PSA  serves.  Crafted  by  psa  nurses, 
the  Joe  Doll  instead  staiTed  in  a  recent 
employee  skit  toasting  the  company's 
success. 

And  successful  it  has  been:  No.  50  on 
BUSINESS  week's  Hot  Growth  list,  psa  is 
the  nation's  fastest-growing  provider  of 
children's  home-health-care  sei-vices.  The 
Norcross  (Ga.)  company  cares  for  the 
most  fragile  patients  around:  acutely  ill 
babies  and  children,  psa's  12-state  net- 
work of  nurses,  therapeutic  services, 
and  equipment  offers  a  thrifty  alterna- 
tive to  long,  expensive  hospital  stays. 


With  63%  of  psa's  $48  million 
in  sales  for  the  year  ended 
Sept.  30,  the  pediatric  busi- 
ness drives  psa's  gi-owth. 
HIDDEN  JEWEL.  Eight  years 
ago,  the  company,  then  known 
as  Ambulatory  Services  of 
America,  was  a  candidate  for 
intensive  care  itself.  The  $17 
million  company  was  hemor- 
rhaging red  ink,  and  its  bal- 
ance sheet  was  awash  in  uncol- 
lected receivables.  That's  when 
industry  veteran  Sansone,  51, 
was  brought  in  by  then-par- 
ent Charter  Medical  Corp. 
Sansone  slashed  receivables 
and  automated  the  back  office. 
He  also  hired  its  first-ever 
cliief  financial  olBcer.  "They  ba- 
sically had  an  accoimtant — not 
even  a  cpa,"  he  says. 


PATIENTS  OF 


Sansone  also  discovered  the  PSA  IS  THE 


accustomed  to  their  medic; 
tion  and  therapy  needs.  Lai 
company's  hidden  jewel:  its  ![^«T,f5Jlp^r^!j!?f,   June  he  took  psa  public,  rai: 

PROVIDER  OF  KIDS  m-,  a       -tt        n/r     i  i 

HOME  CARE  milhon.  Much  hi 

gone  to  pay  for  seven  acquis 


neglected  pediatric  home-care 
operation.  He  realized  that 
when  it  came  to  medical  treatment, 
"children  aren't  just  small  adults"  and 
figured  a  company  focusing  on  their 
needs  would  work.  So  he  took  a  $50,000 
second  mortgage,  and  bought  the  unit  in 
a  $9  million  leveraged  buyout  in  1989. 

He  hasn't  looked  back.  Woi'king  close- 
ly with  pediatricians,  psa  has  built  a 
reputation  for  providing  equipment 
geared  to  children,  as  well  as  nurses 


tions,  which  are  fueling  psa's  growth  ; 
Sansone  extends  its  territoiy  The  dea 
should  boost  revenues  46%,  to  $70  mi 
Uon,  for  fiscal  1995,  while  analyst  Rand 
Huyser  of  Funnan  Selz  expects  ean 
ings  to  rise  86%,  to  $3.9  million.  If  th 
company  keeps  pulling  in  cash  at  thi 
pace,  that  Joe  Doll  is  going  to  need 
bigger  diaper. 

By  Maria  Mallory  in  Norcross,  Gc 


CIDCO 

PICKING  UP  ON 
CALLER  ID 

You'd  expect  Robert  L.  Diamond  and 
Paul  G.  Locklin  to  be  exultant.  In 
thi-ee  yeai's,  they've  taken  Cidco  Inc. 
fi'om  a  blip  on  the  radar  screen  to  the 
No.  1  maker  of  caller-iD  gear.  But  don't 
expect  swag'ger.  Says  Diamond:  "We  stay 
awake  at  night.  We  wony  about  every 
pin  that  drops.  And  we  worry  about 
every  competitor.  We  cannot  i-est." 

So  far,  the  woi'k  and  wony  is  paying 
off.  No.  5  on  the  Hot  Growth  list,  Cidco 
saw  sales  neaiiy  triple,  to  $100  million  in 
1994,  while  earnings  rose  181%,  to  $11.7 
million.  The  trigger  for  such  gi'owth:  big 
demand  for  the  service  that  identifies 
callers  and  flashes  their'  name  and  phone 
number  on  an  LCD  screen  before  you 
answer.  Forecasters  predict  new  sub- 
scribers will  double  this  year,  to  6  mil- 
lion—-and  with  60%  of  the  market  to- 
day, Cidco  is  poised  to  pick  up  the  lion's 
share.  Says  Diamond:  "We  happened  to 


be  standing  there  to  catch  the  wave." 

Cidco  built  its  success  on  a  winning 
distribution  strategy.  It  sells  only  15%-  of 
its  devices  through  retail  outlets,  focus- 
ing instead  on  ties  with  phone  giants. 
Many  relay  orders  directly  to  Cidco's 
computer.  Within  48  hours,  the  system 
is  sent  to  the  customer.  Says  analyst 
Nicholas  P.  Coutros  of  Alex.  Brown  & 
Sons  Inc.:  "Cidco  is  outsourcing  the  en- 
tire headache  for  the  phone  companies." 

Good  connections  have  been  with  Cid- 
co from  the  start.  It  was  founded  in 
1988,  when  longtime  associates  Diamond 
and  Locklin  got  wind  that  phone  compa- 


LOCKLIN  AND 
DIAMOND  HAVE 
SEEN  EXPLOSIVE 
GROWTH— TO  60% 
OF  THE  MARKET 


nies  wanted  to  offer  caller  ID.  Both  ha 
industry  ties:  Diamond,  62,  owned 
New  York-based  consulting  firm  tha 
did  work  for  AT&T;  Locklin,  49,  ha 
founded  PCi  Pte.,  a  Singapore  maker 
LCD  screens  and  cordless  phones. 

When  word  of  caller  id  got  out,  Dia 
mond  and  Locklin  each  ponied  u] 
$50,000  to  make  a  prototype  with  tb 
help  of  a  contract  engineer.  Eighteei 
months  later.  Bell  Atlantic  Corp.  ordere( 
7,500  units.  Cidc( 
was  on  its  way. 

Today,  Locklii 
oversees  opera 
tions  from  tinj 
Morgan  Hill,  Calif.,  while  Diamonc 
builds  sales  out  of  New  York  offices 
Cidco's  stock,  which  debuted  a  year  ag( 
at  $15,  now  sells  at  about  .$35.  "We  arc 
experiencing  something  most  peopk 
only  dream  about,"  says  Locklin.  "The 
industry  is  in  its  embiyonic  stage,  and 
we're  in  the  driver's  seat."  Could  any 
thing  snaii  their  plans?  The  biggest  risk 
is  mismanaging  the  supemova  growth 
Given  the  work-and-wony  mode  of  its 
founders,  analysts  aren't  too  concerned 
Ask  Locklin  about  his  goals  for  Cidco 
and  he  says:  "Not  to  fumble." 
By  Kathy  Rehello  in  Morgan  Hill,  Calif. 
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Diagnostic  Reports 

How  are  our  employees  allocating  their  con- 
tributions? What  is  our  participation  rate? 
Do  participants  use  the  automated  voice 
response  system? 
How?  The  next 
fy/   iL;,       ^       1  time  you  want 

14^       ^  ^^^^^^^  y 

questions,  you'll 
have  the  informa- 
tion you  need. 


Auto  Enrollment 

Signhig  up  for  a  402(k)  plim  should  be 
easy,  for  hotli  you  and  your  employ- 
ees. Scudder  removes  the  endless 
paperwork  from  your  desk 
And,  as  your  partner,  we 
will  automatically 
inform  your  nezo 
employees  when 
they're  eligible. 
They  ean  even 
euroll  by  phone! 


g  beyonc 


A  401 (k)  plan  is  crucial  to  your  employee  benefit  package,  but  it  shouldn't  be  a  burden  on 
your  company.  As  your  401  (k)  partner,  we  would  consider  it  our  responsibility  to  make  the 
plan  as  simple  for  you  to  administer  as  you  would  like.  And  we  will  gladly  create  a  package 
of  innovative  services  specific  to  your  desired  level  of  control.  After  all,  that's  what  a  partner- 
ship is  all  about — helping  one  another  succeed.  To  explore  how  a  partnership  with  Scudder 
can  give  you  the  right  401  (k)  plan  for  your  company,  please  call  us  at  1-800-323-6105,  ext.  107. 


SCUDDER 


Desktop  Plan 
Manager 

You  should  be  able  to 
niaiiage  your  401  (k)  in 
am/  -way  that  works  for 
you.  If  you  choose,  you  can 
instantly  handle  virtually  every 
day-to-day  operatioii  from  your 
personal  computer.  Our  Desktop  Plan 
Manager  can  make  it  easy. 


Contact  Scudder  Investor 'Services,  Inc  ,  Distributor,  for  a  prospectus,  which  contains  more  complete  information,  includ- 
ing management  fees  and  other  expenses.  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money 


Special  Report 


BRIGHT  STARS 
AND  BURNOUTS 

Some  former  hotshots  are  still  hot.  Others . . . 

Back  in  1993,  the  world  was  Just  Toys  Inc.'s  playgTound. 
The  New  York-based  toymaker  had  hits  with  products 
such  as  Bend-Ems  and  the  Beauty  and  the  Beast  Talk  'N 
View  Magic  Mii-ror.  Sales  had  topped  $32  million  in  1992, 
after  gTowing  more  than  2007(  for  three  years  running,  and 
the  future  looked  bnght  for  Allan  Rigberg  and  Rose  Evange- 
lista.  the  husband-and-wife  team  who  co-founded  the  compa- 
ny. Indeed,  Just  Toys  was  so  hot  two  years  ago,  when  it 
topped  Bi'SiNE.ss  week's  Hot  Growth  Companies  ranking, 
that  Rigberg  declined  to  answer  questions  about  the  compa- 
ny. He  feared  the  Securities  &  Exchange  Commission  might 
accuse  him  of  hyping  the  red-hot  stock. 

There's  little  chance  of  that  these  days.  Just  Toys  sports 
the  second-worst  two-year  total  i-eturn  of  the  Hot  Growth 
Class  of  '93.  Its  stock  fell  93%,  from  18  to  a  recent  VA.  Wliat 
spoiled  the  fun?  Just  before  last  Christmas,  a  few  of  its 
Quick  'N  Easy  Micro-Bake  toy  ovens  emitted  sparks  or  melt- 
ed. Wlien  it  recalled  thousands  of  units,  results  melted  dowTi 

too:  In  1994,  Just  Toys 
lost  $15.7  million  on 
sales  of  $23.9  million. 
In  March,  Rigberg 
and  his  wife  were  fh'ed,  and  outside  director  Morton  J.  Levy 
was  installed  as  the  new  chief  executive.  The  pair  complained 
that  they  were  made  "scapegoats."  Levy  counters  that  their 
capricious  management  style  was  the  problem:  "They  didn't 
get  that  they  were  running  a  public  company,"  he  says. 
CYCLE  SYNDROME.  No  one  ever  said  investing  in  Hot  Growth 
companies  was  for  the  faint  of  heart.  While  Mgh-fl.ving  compa- 
nies can  dazzle  investors  with  their  prospects,  inexpenenced 
managere  can  stumble  when  faced  with  exponential  gi'owth.  As 
a  group,  the  Hot  Growth  Class  of  1993  posted  an  8.87c  total  re- 
tum  over  the  last  two  years,  compared  with  the  26.5%  retiuTi 
of  the  Standard  &  Poor's  industrials.  Small-company  mutual 
funds  rose  25%  for  the 
same  period,  says  Morn- 
ingstar  Inc.  Why  the  big 
gap?  Small  companies  tyjj- 
ically  see  growth  rates 
slow  as  they  get  bigger — 
while  investoi-s  tend  to  bail 
out  at  the  first  sign  results 
ai'e  weakening  and  move 
money  into  companies  ear- 
lier in  the  growth  cycle. 

Still,  it's  the  promise  of 
picking  out  the  rare  star 
capable  of  breaking  from 
the  pack  tliat  keeps  ad- 
venturous investors  bet- 
ting on  bustling  young 
companies — such  as  Com- 
puter Associates  Interna- 
tional Inc.,  one  Hot 
Growth  alum  that's  made 
it  big.  A  $100  investment 
in  Computer  Associates 
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FOR  WHOM  THE 
BELL  TROLLS: 
FORMER  iUST 
TOYS  EXEC 
EVANGELISTA 


Business  Week's  Class  of  1993 


TWO-YEAR  TOTAL  RETURN 


U.S.  ROBOTICS 

286.6% 

NDC  AUTOMATION 

-93.5% 

HYPERION  SOFTWARE* 

196.6 

JUST  TOYS 

-92.9 

BRODERBUND  SOFTWARE 

180.9 

AMBER'S  STORES 

-92.2 

ROTECH  MEDICAL 

176.6 

CHECKERS  DRIVE-IN 

-80.6 

FIRST  TEAM  SPORTS 

162.5 

UNIVERSAL  ELECTRONICS 

-80.2 

VICOR 

156.7 

RALLY'S  HAMBURGERS* 

-78.8 

FASTENAL 

138.6 

NATURAL  WONDERS 

-77.3 

EXPRESS  SCRIPTS 

124.3 

U.S.  HOMECARE 

-69.4 

AMERICAN  BUSINESS  INFO. 

100.0 

FRESH  CHOICE 

-69.2 

TRANSMEDIA  NETWORK 

96.2 

APPLIANCE  RECYCLING  CENTERS 

-63.7 

'Formerly  IMRS 

'Formerly  Rally's 

when  it  made  it,-  lint  ( irowth  debut  in  1%  " 
would  be  worth  $2,1U2  today. 

U.S.  Robotics  CoYY).  isn't  in  that  leagu 
yet,  but  the  Skokie  (Ili.)-based  manufacture 
of  modems  and  network  management  sys 
tems  is  the  clear  valedictorian  of  the  Class  of  '93.  It  eve 
gi'aduated  right  off  the  Hot  Growth  roster,  since  its  1994  sale 
of  $378.7  million  far  overshot  the  list's  $150  million  cap.  U.> 
Robotics  beat  out  its  Hot  Growth  classmates  as  the  best-pe' 
foiTning  company  thus  fai-  Its  stock  is  up  287%,  to  a  recent  79) 
The  secret?  As  offices  and  homes  across  the  country  lin 
up  to  networks  and  online  information  services,  U.S.  Rc 
botics  sits  in  the  middle  of  the  action.  And  unlike  most  of  it  Tw 
competitors,  the  company  buys  inexpensive,  generic  chip 
for  its  modems,  rather  than  bu.\ing  more  expensive  specialize 
chips.  "They  buy  lower  on  the  food  chain  and  add  their  ow 
value,"  says  Montgomeiy  Securities  analyst  Todd  A.  Dagrei 
"They  also  have  [their  industiy's]  best  management." 

Good  management  is  also  playing  a  role  in  the  turrlliif 
around  of  another  highflier  of  1993:  Longhorn  Steaks  Inc.,  a 
Atlanta-based  restaurant  chain.  Its  stock  began  to  tumble  1 
the  middle  of  1993  when  it  expanded  with  too  many  ne' 

restaurants  in  iffy  locj 
tions.  Founder  Georg 
McKerrow  Jr.  made 
rare  move:  He  essential! 
fired  himself  as  CEC 
Though  he  remains  chaii 
man,  he  brought  in  sea 
soned  industry  veteran 
to  run  the  show.  The  ne\ 
team  of  experienced  mar 
agers  has  begun  to  pu 
things  right.  Although 
Longhorn's  stock  is  stil 
down  28%  from  1993, 
has  climbed  62%,  to  13^/ 
since  the  beginning 
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Calculated  on  the  basis  of  stock  price  as  of  Apr.  28;  excludes  companies  no  longer  trading 
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lesson  from  too-ho 
growth,  Longhorn 
woi'king  its  way  back  inti 
investors'  favor. 

By  Elizabeth  Lesl 
in  New  Yon 


1995 


HOT  GROWTH  COMPANIES 


b  win  a  position  in  this  table, 
iompany  must  excel  m  three 
IS.  The  selection  process  be- 
5  by  ranking  companies  ac- 
ding  to  their  three-year  results 
sales  growth,  earnings  growth, 
I  return  on  invested  capital. 
;  ranks  in  the  table  are  calcu- 
;d  from  these  numbers.  A 
npany's  composite  rank  is  the 
n  of  0.5  times  its  rank  in  re- 
n  on  total  capital,  plus  0.25 
es  each  of  its  growth  ranks, 
standard  &  Poor's  Compustat, 
division  of  The  McGraw-Hill 
npanies,  which  has  computer- 
d  financial  data  on  10,000 


publicly  traded  corporations,  pro- 
vided the  pool  of  companies  from 
which  winners  were  selected.  To 
qualify,  a  company  has  to  have 
annual  sales  of  more  than  $10 
million  and  less  than  $150  mil- 
lion, a  current  market  value 
greater  than  $1  million,  a  current 
stock  price  greater  than  $2,  and 
be  actively  traded.  Banks,  insur- 
ers, real  estate  firms,  and  utilities 
are  excluded.  So  are  companies 
with  sharp  declines  in  current  fi- 
nancial results,  as  well  as  compa- 
nies where  other  developments 
raise  questions  about  future 
prospects. 


SALES  and  EARNINGS  are  the 

latest  available  through  the  most 
recent  12  months.  Earnings  in- 
clude net  income  from  continu- 
ing operations,  before  gains  or 
losses  from  extraordinary  items. 

INCREASES  in  SALES  and 
PROFITS  are  calculated  using  the 
least-squares  method.  If  results 
for  the  earliest  year  are  negative, 
the  average  is  for  two  years. 

RETURN  ON  CAPITAL  IS  earn 
ings  plus  minority  interests  and 
tax-adjusted  interest  expense  ex- 
pressed as  a  percent  of  total 
debt  and  equity.  For  ranking  pur- 
poses, the  maximum  allowable 


annual  return  on  invested  capital 
IS  100%.  If  companies  have 
made  substantial  accounting  re- 
statements, long-term  returns 
may  be  averaged  for  two  years  in- 
stead of  three  years. 

Time  periods  vary  according  to 
the  month  of  a  company's  fiscal 
yearend.  Profitability  and  growth 
are  calculated  based  on  the  most 
recently  available  data. 

STOCK  PRICE  data  are  as  of 
April  28,  1995.  A  •  indicates 
that  a  company  also  appeared  in 
last  year's  rankings  (BW — May 
23,  1994). 


COMPANY  (STOCK  SYMBOL) 


CURRENT  RESULTS     THREE-YEAR  AVERAGES 


INVESTMENT  DATA 

STOCK  PRICE  M, 


SALES 
$MIL 

EARNINGS 
$  MIL 

INCREASE (%) 
SALES  PROEITS 

RETURN  ON 
CAPITAL 

52-WEEK 
HIGH  •  LOW 

RECENT 

P/E 
RATIO 

VALUE 
$M1L 

1  HAPPINESS  EXPRESS  (HAPY)  New  York  City  212-675-0461 
It's  fun  time  with  their  toys  and  children's  room  decor 

49.5 

6.4 

111.8 

439.2 

68.2 

18- 

9 

12 

11 

78 

2  ELCOTEL  (ECTL)  Sarasota,  Fla.  813-758-0389 
Phone  away  from  home:  It  makes,  sells,  and  services  pay  phones 

24.4 

2.9 

61.9 

456.9 

53.8 

6- 

3 

5 

13 

37 

3  MEDIA  ARTS  GROUP  (ARTS)  San  Jose,  Calif.  408-947-4680  49.4 
From  miniature  English  cottages  to  Father  Time  clocks,  a  maker  of  collectibles 

1.3 

169.1 

193.4 

46.0 

9- 

5 

6 

NA 

58 

4  FORE  SYSTEMS  (FORE)  Warrendale,  Pa.  412-772-6600 
Maker  of  high-speed  networking  equipment  for  computers 

75.6 

7.4 

318.1 

350.7 

40.3 

42- 

10 

34 

124 

869 

5  ClOCO  (CDCG)  Morgan  Hill,  Calif.  408-779-1162 
World's  leading  producer  of  caller  id  units 

135.5 

16.1 

139.6 

333.1 

38.2 

38- 

15 

36 

32 

505 

6  RETIREMENT  CARE  ASSOCIATES  (RCRE)  Atlanta  404-255-7500 
Owns  and  operates  nursing  homes  and  retirement  homes  in  the  Southeast 

59.5 

4.7 

688.3 

1139.3 

33.6 

10- 

6 

8 

17 

80 

7  GEERLINGS  &  WADE  (GEER)  Canton,  Mass.  617-821-4152 
Get  your  Grand  Cru  delivered  with  this  direct-mail  wine  marketer 

20.3 

1.3 

92.7 

349.4 

37.9 

18- 

7 

16 

39 

60 

8  APPLIED  INNOVATION  (AINN)  Dublin,  Ohio  614-798-2000  • 
Telecommunications  equipment  for  industry 

35.5 

7.8 

126.4 

145.2 

41.3 

29- 

15 

27 

27 

206 

9  EMPLOYEE  SOLUTIONS  (ESOL)  Phoenix  602-955-5556 
Tired  of  the  papenwork?  They  do  payroll,  benefits,  and  workers  comp 

74.3 

0.4 

157.7 

181.0 

37.3 

10- 

5 

8 

104 

33 

0  SAFESKIN  (SFSK)  Boca  Raton,  Fla.  407-395-9988  • 
Hypoallergenic  latex  gloves  for  medical,  dental,  and  technological  uses 

84.1 

14.4 

70.2 

126.3 

53.4 

18- 

10 

13 

11 

156 

.1  JALATE  (JLT)  Los  Angeles  213-765-5000 

Maker  of  moderately  priced  women's  and  juniors'  sportswear 

63.9 

1.9 

31.9 

915.9 

53.1 

13- 

7 

7 

13 

25 

12  CAMBRIDGE  TECH.  PARTNERS  (CATP)  Cambridge,  Mass.  617-374-9800  68.8 
Rapid  development  and  implementation  of  information  technology  solutions 

7.8 

77.1 

127.6 

42.1 

35- 

14 

34 

66 

457 

13  UNICOMP  (UCMP)  Marietta,  Ga.  404-424-3684  15.5 
Develops,  markets,  and  supplies  software  and  Unix-based  sen/ices  worldwide 

1.6 

281.4 

482.4 

27.8 

5- 

2 

4 

11 

18 

14  CDP  TECHNOLOGIES  (CDPT)  New  York  City  212-563-3006  24.9 
Electronic  information  retrieval  for  academic,  biomedical,  and  scientific  markets 

1.5 

47.5 

136.4 

44.8 

11  - 

6 

9 

40 

48 

15  NETMANAGE  (NETM)  Cupertino,  Calif.  408-973-7171  • 
Maker  of  software  for  network  applications 

78.3 

19.4 

412.4 

520.8 

26.5 

23- 

6 

18 

38 

723 

16  CHAD  THERAPEUTICS  (CTU)  Chatsworth,  Calif.  818-882-0883 
Breathe  easy:  Maker  of  a  portable  oxygen  unit 

13.2 

2.4 

60.1 

89.5 

44.5 

10- 

6 

9 

23 

55 

17  THREE-FIVE  SYSTEMS  (TFS)  Phoenix  602-389-8600  • 
Makes  and  designs  led  and  lcd  display  modules 

93.5 

13.9 

67.5 

279.7 

28.5 

50- 

20 

24 

14 

187 

18  INSO  (INSO)  Boston  617-351-3000 

Provides  software  for  original-equipment  manufacturers  and  users 

26.4 

6.3 

44.8 

72.3 

62.1 

63- 

21 

63 

59 

365 

19  ENCAD  (ENCD)San  Diego  619-452-0882 

Wide-format  color  Inkjet  printers  for  floor  plans  and  other  large  graphics 

49.7 

7.0 

99.5 

91.5 

31.8 

25- 

8 

24 

19 

128 

20  DAIG  (DAIG)  Minnetonka,  Minn.  612-933-4700  • 

Not  to  skip  a  beat:  It  manufactures  electrocardiovascular  products 

35.4 

8.9 

41.4 

138.1 

37.2 

16- 

5 

14 

23 

205 

21  CMG  INFORMATION  SERVICES  (CMGI)  Wilmington,  Mass.  508-657-7000 
It  knows  whom  to  target  with  direct-marketing  mailing  lists 

21.4 

2.1 

16.9 

116.3 

73.6 

19- 

5 

14 

31 

62 
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HOT  GROWTH  COMPANIES 


COMPANY  (STOCK  SYMBOL)                                                                           CURRENT  RESULTS     THREE-YEAR  AVERAGES  INVESTMENT  DATA 

 STOCK  PRICE  MARKf 

.  .                           .             SALES  EARNINGS  INCREASE  (%)        RETURN  ON         52-WEEK  P/E  VALUE 

$MIL  SMIL,  SALES  PROFITS       CAPITAL         HIGH  -  LOW     RECENT     RATIO     $  MIL 

22  ULTRAK  (ULTK)  Carrollton,  Tex.  214-280-9675                                   82^8  2^9  606  129.5      29^9         9~5        8      19  52 
Markets,  sells,  and  serves  closed-circuit  tv 

23  FTP  SOFTWARE  (FTPS)  Andover,  Mass.  508-685-4000  •                      105.5  25^9  67.8  •  47.4      402       36-  12     26      29  613 

PC  users  hook  up  with  each  other  via  ftp's  internetworking  software 

24  TREND-LINES  (TRND)  Revere,  Mass.  617-884-8882                            116.7  5.0  26?5  63^0      74~2       15-  11     13      14  84 
Hobbyists  are  happy  with  their  woodworking  tools  and  golf  equipment 

25  ROCK  BOTTOM  RESTAURANTS  (BREW)  Boulder.  Colo.  303-417-4000           45^6  2I  4L6  36^      TOO       23-  8      20      48  107 

For  gastronomes  only:  Casual  dining,  specialty  and  microbrewed  beer 

26  APOLLO  GROUP  (APOD  Phoenix  602-956-5394                                  142.4  7^4  2L5  128.9      409       27-  8      27      41  301 
Parent  of  the  U  of  Phoenix,  it  offers  higher  education  for  working  adults 

27  ELECTRONICS.  MISSILES  &  COMMUNS.  (ECIN)  White  Haven,  Pa.  717-443-9575     16^8  2^9  302  149.9      33^2         9-  5        7      Tl  30 
Manufactures  television  broadcast  equipment  for  low-power  and  wireless  cable 

28  NAVARRE  (NAVR)  Brooklyn  Park.  Minn.  612-535-8333                         106.3  LI  64^8  379.6      23^9         7-  3        7      19  20 
A  leading  distributor  of  music,  computer  software,  and  interactive  cd-roms 

29  GASONICS  INTERNATIONAL  (GSNX)  San  Jose,  Calif.  408-944-0212             77J  ILO  37^5  250.5      27!6       24-  10     23      17  187 

Maker  of  equipment  used  in  semiconductor  manufacturing 

30  INTEGRATED  SILICON  SYSTEMS  (ISSS)  Research  Triangle  Pk.  N.C.  919-941-6600     14.5  3.6  81.6  88.1      27.8       32-  15     27      31  110 

Provides  electronic  design  automation  software  for  complex  integrated  circuits 

31  DECKERS  OUTDOOR  (DECK)  Carpinteria,  Calif.  805-684-7722  •               93.4  11.2  88.3  92.3      26.6       18-  10     17      15  164 

It  puts  its  best  foot  forward  in  making  Teva  sporting  sandals 

32  NATIONAL  TECHTEAM  (TEAM)  Dearborn,  Mich.  313-277-2277  •               3h9  Z2  502  213.0      24~0         8-  4        6      27  62 
Need  a  nerd?  Computer  support,  training,  consulting,  and  corporate  services 

33  SYMETRICS  (SYMT)  Melbourne,  Fla.  407-254-1500                              173  1^2  54^3  TOO      SLS       21-6       18      12  15 
From  voicemail  to  telecommunications  software  and  electronics 

34  SUPREME  INTERNATIONAL  (SUPI)  Miami  305-592-2760  •                      906  3^9  49^6  79^8      303       14-  9       13      12  47 

Sports  shirts  and  other  apparel  for  men  and  boys.  Big  and  tall  sizes,  too 

35  NETWORK  SIX  (NWSS)  Warwick,  R.I.  401-732-9000  •                          23A.  Zl  802  120.5      25^7       18-8       10      15  29 
Systems-integration  services  for  governmental  human-service  organizations 

_  ^  _    .    _       _  ^ 


lOT  GROWTH  COMPANIES  

COMPANY  (STOCK  SYMBOL)  CURRENT  RESULTS     THREE-YEAR  AVERAGES  INVESTMENT  DATA 

STOCK  PRICE   MARKET 

SALES      EARNINGS  INCREASE  (%)        RETURN  ON         52-WEEK  P/E  VALUE 


$MIL 

$  Mil 

SALES 

PROFITS 

CAPITAL 

HIGH  - 

LOW 

RECENT 

RATIO 

$  MIL 

16  MITY-LITE  (MITY)  Orem,  Utah  801-224-0589  11.8 
Lightweight  durable  furniture  for  convention  centers,  hotels,  and  universities 

1.8 

26.3 

43.1 

53.4 

10- 

6 

8 

13 

24 

i7  HIRSCH  INTERNATIONAL  (HRSH)  Hauppauge,  N.Y.  516-436-7100 

Stitch  in  time:  Hirsch  sells  and  leases  embroidery  equipment  and  software 

72.3 

4.8 

32.3 

88.3 

34.9 

13- 

7 

12 

12 

57 

i8  WONDERWARE  (WNDR)  Irvine,  Calif.  714-727-3200  • 

Develops  and  markets  "man-machine"  software  for  iBiw-compatible  pes 

40.2 

8.7 

90.5 

149.9 

22.0 

36- 

12 

33 

50 

401 

i9  IMAGE  ENTERTAINMENT  (DISK)  Chatsworth,  Calif.  818-407-9100 
Licenser  and  distributor  of  optical  laser  disks  for  home  entertainment 

75.9 

5.6 

8.8 

127.3 

36.2 

9- 

6 

7 

17 

100 

W  AAON  (AAON)  Tulsa  918-583-2266 

Manufactures  commercial  rooftop  heating  and  air-conditioning  units 

81,5 

4.8 

41.6 

129.6 

27.0 

17- 

7 

9 

11 

53 

11  LANDRY'S  SEAFOOD  RESTAURANTS  (LDRY)  Houston  713-850-1010  • 
Seafood  served  in  casual,  comfortable  dining  settings 

62.5 

5.7 

66.9 

38.6 

31.2 

36- 

17 

35 

43 

256 

12  SCIENTIFIC  TECHNOLOGIES  (STIZ)  Hayward,  Calif.  510-471-9717 

Manufactures  and  distributes  optical  sensing  and  infrared  sensory  devices 

26.1 

3.7 

36.0 

60.8 

34.9 

15- 

8 

14 

18 

66 

13  MARKER  INTERNATIONAL  (MRKR)  Salt  Lake  City  801-972-2100 
Schuss  your  way  down  the  slope  with  their  ski  bindings  and  clothes 

82.4 

4.3 

6.6 

76.7 

41.3 

8- 

7 

7 

19 

61 

44  KENNETH  COLE  PRODUCTIONS  (KCP)  New  York  City  212-265-1500 

Outfitting  the  foot:  Designer  footwear  and  accessories  for  men  and  women 

78.2 

6.6 

31.9 

44.4 

38.7 

32- 

10 

30 

29 

194 

15  LUND  INTERNATIONAL  (LUND)  Minneapolis  612-780-2520 

Designs  and  makes  external  accessories  for  new  and  used  light  trucks 

43.8 

6.6 

41.4 

115.9 

27.3 

23- 

16 

21 

14 

92 

46  BROOKS  AUTOMATION  (BRKS)  Lowell,  Mass.  508-453-1112 

Offers  vacuum-automation  equipment  for  use  in  the  semiconductor  industry 

32.8 

2.6 

50.7 

333.2 

20.4 

15- 

9 

14 

27 

49 

47  NN  BALLS  ROLLER  (NNBR)  Erwin,  Tenn.  615-743-9151 

Manufactures  precision  steel  balls  and  rollers  for  antifriction  bearings 

65.5 

9.9 

21.1 

31.0 

42.2 

16- 

10 

15 

15 

148 

48  CORNERSTONE  IMAGING  (CRNR)  San  Jose,  Calif.  408-435-8900  • 
Document  image-enhancement  systems  for  personal  computers 

72.1 

4.6 

73.0 

206.5 

17.4 

22- 

10 

16 

26 

110 

49  ELECTRONICS  FOR  IMAGING  (EFII)  San  Mateo,  Calif.  415-286-8600  143.4 
lis  products  transform  digital  color  copiers  into  high-quality  color  printers 

24.3 

95.9 

209.0 

15.7 

57- 

15 

46 

24 

546 

POWERED   BY  MOTOROLA. 


GOOD  LOOKING.  RELIABLE.  BRIGHT  THE  TIMEX'"'  INDIGLO'"'  NIGHT-LIGHT  BRILLIANTLY  ILLUMINATES  THE  ENTIRE  WATCH 
DIAL  AT  THE  PUSH  OF  A  BUTTON  A  SHINING  PERFORMANCE  SPARKED  BY  A  MOTOROLA  ANALOG  ELECTROLUMINESCENT 
DRIVER  WORKING  TIME  AFTER  TIME  AFTER  TIME  TO  BRING  TIME  KEEPING  OUT  OF  THE  DARK  AGES.  FROM  WATCH  LIGHTS  TO  AUTOMOTIVE 

MOTOROLA 

Semiconductor  Products  Sector 


ELECTRONICS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE. 


HOT  GROWTH  COMPANIES 


COMPANY  (STOCK  SYMBOL) 


CURRENT  RESULTS     THREE-YEAR  AVERAGES 


INVESTMENT  DATA 


SALES 
SMIL 


EARNINGS 
$MIL 


INCREASE  (%) 
SALES  PROFITS 


RETURN  ON 
CAPITAL 


STOCK  PRICE  iviARKE 
52-WEEK  P/E  VALUI 

HIGH -LOW     RECENT     RATIO     $  MIL' 


50  PEDIATRIC  SERVICES  (PSAI)  Norcross,  Ga.  404-441-1580  58.3 
Taking  care  of  kids;  This  home  health-care  company  specializes  in  pediatrics 


3.2 


32.6     120.2  26.7 


19-  7       16  31 


51  PC  SERVICE  SOURCE  (PCSS)  Carrollton,  Tex.  214-406-8583 
Distributor  of  computer  and  printer  parts 


49.4 


2.0 


148.3  •  194.8  15.2 


12-  6       11      22  411 


52  BTG  (BTGDVienna.Va.  703-556-6518  142.4 
Information-technology  provider  of  customized  and  commercial  solutions 


2.8 


71.7  170.1 


16.9 


10-  6        9      16  5S 


53  STERiS  (STRL)  Mentor,  Ohio  216-354-2600  64.3 
Infection-prevention  systems  and  products  for  the  world  health-care  market 


8.7 


70.7  458.1 


14.1 


44-  17     40      43  346 


54  ACCESS  HEALTHNET  (AHNT)  Thousand  Oaks,  Calif.  805-373-7007 
Hardvware  and  software  that  links  physicians  to  managed-care  facilities 


10.7 


1.6 


125.3    250.6  12.1 


11-8 


31  51 


55  PROJECT  SOFTWARE  &DEVEL.  (PSDI)  Cambridge,  Mass.  617-661-1444 
Client-server,  capital-asset-maintenance  software 


39.2  4.3 


7.7  78.5 


34.0 


27  -  9      24      29  12S 


56  ELECTROGLAS  (EGLS)  Santa  Clara,  Calif.  408-727-6500  121.6 
Maker  of  automatic  wafer-probing  equipment  for  use  in  the  semiconductor  industry 


24.9 


25.3      60.3      33.2       51  -  27     44      15  379 


57  MEDCATH  (MCTH)  Charlotte,  N.C.  704-541-3228 

Provides  heart  diagnostic  services  for  hospitals  without  in-house  facilities 


23.7 


2.3 


61.0  141.7 


19.3 


16-  12     13      30  31 


58  UNITECH  (UTI I)  Scottsdale,  Ariz.  602-991-7625 
Manufactures  cellular-phone  accessories 


11.1 


0.7 


19.0  45.9 


36.5 


12-  8       10      50  58 


59  APPLIED  VOICE  TECHNOLOGY  (AVTC)  Kirkland,  Wash.  206-820-6000 
Manage  messages,  from  phone  to  screen;  Computer-telephony  software 


29.5  4.7 


23.4     187.8  24.6 


23  -  13     16      15  77 


60  DECORATOR  INDUSTRIES  (DID  Pembroke  Pines,  Fla.  305-436-8909  33.2 
Duck  and  cover  with  this  maker  of  draperies,  bedspreads,  and  other  accessories 


2.8 


22.5    160.7  24.8 


12-  7  10 


61  CHAMPION  INDUSTRIES  (CHMP)  Huntington,  W.  Va.  304-528-2791 
A  champion  of  prmting:  It  gets  the  ink  on  the  page 


40.1 


2.7 


12.3      42.0  37.0 


24-  15     21      41  104 


62  CRAFTMADE  INTERNATIONAL  (CRFT)  Grand  Prairie,  Tex.  214-647-8099 
Heads  up:  A  wholesale  distributor  of  ceiling  fans  and  lighting  kits 


34.9 


2.5 


20.2     119.5  27.1 


12-  8 


11  28 


63  CATALINA  MARKETING  (PCS)  St.  Petersburg,  Fla.  813-579-5000 
Its  scanning  systems  spurt  coupons  at  checkout  counters 


113.3  17.2 


29.6      53.6  28.1 


56-  41     47      27  457 
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MICOM  COMMUNICATIONS  (MICM)  Simi  Valley,  Calif.  805-583-8600  isii  8^4  13^9  7L3  29^4  16-  6  7  10  83~ 
In  many  sites?  Remote  connectivity  products  link  computer,  phone,  and  fax 

rARDEN  INDUSTRIAL  PRODUCTS  (AFAS)  St.  Paul,  Minn.  612-490-6800         78.0  3.8        20.4     166.5      23.7        14-  6        7      11  45 
Nuts,  bolts,  screws,  wasfiers,  rivets,  clips,  and  clamps  for  industries 

rTESSCO  TECHNOLOGIES  (TESS)  Sparks,  Md.  410-472-7000                    tZTs  Z5        2Z8      44^5      302       20-  14     18      27  tT 

Distributes  wireless  communications  products  such  as  mobile  phones 

;  '  ORBIT  SEMICONDUCTOR  (ORRA)  Sunnyvale,  Calif.  408-744-1800              47^5  5l        29^6    395.4      iTe        19-  7       15      18  92" 
Semiconductor  design,  manufacturing,  and  engineering  support  services 

,  i  CLINICOM  (CLIN)  Boulder,  Colo.  303-443-9560                                 35^4  5^5        68X>    120.9      16^5       22-  8      20      32  169" 
Information  solutions  for  helping  health-care  providers  manage  patient  care 

)  RIVER  OAKS  FURNITURE  (OAKS)  Fulton,  Miss.  601-862-7774  •              107.8  4^5        5L7      65l      23^4        19-  11     12      14  65" 
Furnish  with  a  flourish:  It  makes  living-room  furniture  for  department  stores 

)  PERCEPTRON  (PROP)  Farmington  Hills,  Mich.  810-478-7710                  iTs  5^8        28^8      78?9      26^5       25-  14     19      15  80^ 
Designs,  develops,  makes,  and  markets  measurement  sensors  for  manufacturing 

I  SAFETYTEK  (SAFE)  Fremont,  Calif.  510-226-9600                              308  4a8    137.4      iTi       12  -  7       11      12  35" 
Vital  signs  monitored:  Sensor-based  instruments  for  the  safety  and  health  markets 

1  ZEBRA  TECHNOLOGIES  (ZBRA)  Vernon  Hills,  III.  708-634-6700  •            119.5  23^5        34^^      27^5     28!o       47-  26     46      24  552" 
Stripes,  not  solids:  Makes  bar-code  printers  and  specialized  labels 

3  MAPINFO  (MAPS)  Troy,  N.Y.  518-285-6000                                        35.0  4.1        62.8    122.7      16.6       32-  15     30      42  165 
Manufactures  and  develops  desktop  mapping  solutions 

4  ATC  ENVIRONMENTAL  (ATCE)  New  York  City  212-353-8280                     33^5  48^3    197.1      15^5       19-  9       17      31  92" 
Environmental  consulting;  in-house  labs  for  water,  air,  and  metals  testing 

5  ST.  JOHN  KNITS  (SJK)  Irvine,  Calif.  714-863-1 171  •                            137.0  Tel        24^8      408      28J       37-  24     35      18  284" 
Designer  and  maker  of  high-end  women's  knitwear,  also  jewelry 

6  URBAN  OUTFITTERS  (URBN)  Philadelphia  215-554-2313  •                  110.1  10.8        36.6      69.9      24,8       31  -  19     21      17  180 

This  chain  outfits  the  in  set:  Clothing  and  specialty  items  for  the  home 

7  PHOENIX  TECHNOLOGIES  (PTEC)  Santa  Clara,  Calif.  408-654-9000            66^5  2L4        ITA     196.6      21^7         9-  4        8        5  109" 
Supplies  system-level  software  to  pc  makers  and  Phoenix-brand  software  to  pc  users 


POWERED  By  Motorola. 


INTRODUCING  THE  PERFECT  BALANCE  OF  LUXURY  AND  TECHNOLOGY  THE  1995  LINCOLN  CONTINENTAL.  IT  LOOKS 


77WT 


SMART  —  IT  IS  SMART  THE  BRILLIANCE  OF  FORD  ELECTRONICS  AND  OUR  68HC05  MOTOROLA  MICROCONTROLLERS 
HAVE  FASHIONED  A  MASTERPIECE  THAT  CAN  DO  EVERYTHING  BUT  YOUR  TAXES.  ELEGANTLY.  FROM  AUTOMOTIVE  ELECTRONICS  TO  WATCH 
LIGHTS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE, 

Semiconductor  Products  Sector 
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JACK  HENRY  &  ASSOCIATES  (JKHY)  Monett,  Mo.  417-235-6652  • 
In-house  integrated  computer  systems  for  banks,  financial  institutions 


41.6 


7.5 


24.3  41.4 


28.6 


12-7       11      18     130  W 


PORTEC  (POR)  Lake  Forest,  III.  708-573-4600 
Railroad  and  construction  equipment  and  materiel 


97.6 


6.9 


13.8  ■  110.1 


26.3 


15-  11  12 


8  49 


BOLLINGER  INDUSTRIES  (BOLL)  Irving,  Tex.  214-445-0386  • 
Treadmills  and  recumbent  bicycles;  orthopedic  soft  goods,  too 


70.4 


3.8 


46.4      47.9  24.7 


16-  7 


8  28 


FEATHERLITE  (FTHR)  Cresco,  Iowa  319-547-6000  64.6 
From  livestock  to  race  cars,  their  aluminum  trailer-truck  bodies  will  carry  it 


4.3 


33.9      96.3  22.5 


11-7 


10  56: 


GENTEX  (GNTX)  Zeeland,  Mich.  616-772-1800 

Electro-optical  products,  such  as  automatically  dimming  rear-view  mirrors 


94.6  17.0 


48.6  105.4 


19.0 


30-  17     19      19  318 


NOBILITY  HOMES  (NOBH)  Ocala,  Fla.  904-732-5157 
Manufactures  and  sells  factory-constructed  homes,  erected  on  site 


23.8 


1.1 


37.5  206.0 


15.8 


13-  7 


8  10 


DIODES  (DIG)  Westlake  Village,  Calif,  805-445-4800 

Producer  and  distributor  of  rectifiers  and  other  semiconductor  devices 


43.7 


2.9 


43.8  160.2 


16.2 


10-  4 


15  38 


85  XCELLENET  (XNET)  Atlanta  404-804-8100  27.7 
Software  that  exchanges  information  with  remote  and  mobile  computer  users 


3.8 


91.7     105.8  14.3 


33  -  7       24      51  169 


ANCHOR  GAMING  (SLOT)  Las  Vegas  702-433-0017 

A  winner!  It  operates  gaming  machines  and  two  casinos  in  Colorado 


90.7  14.5 


35.6      48.8  25.9 


20-11     16      13  182 


87 


TRANSMEDIA  NETWORK  (TMNI)  Miami  305-892-3300  • 

Their  cards  take  25%  off  the  tab  at  restaurants  here  and  abroad 


65.1 


5.0 


56.8  61.2 


20.6 


14- 


12      24  117 


AMRION  (AMRI)  Boulder,  Colo.  303-530-2525  •  29.3 
Develops,  manufactures,  and  markets  vitamins  and  nutritional  supplements 


2.4 


54.2      68.7  20.5 


12-  6       10      20  48 


PMT  SERVICES  (PMTS)  Nashville  615-254-1539 
Electronic  credit-card  authorization  and  payment  systems 


68.4 


3.2 


34.1  89.1 


21.9 


14- 


14      23  91 


GULF  SOUTH  MEDICAL  SUPPLY  (GSMS)  Ridgeland,  Miss.  601-856-5900 
Wholesale  distributor  of  medical  supplies  to  the  long-term-care  industry 


92.0 


6.7 


44.2  51.6 


23.2 


45-  23     42      42  285 


91 


WATSON  PHARMACEUTICALS  (WATS)  Corona,  Calif.  909-270-1400 
Maker  of  generic  pharmaceuticals  for  wholesale  distributors 


93.9  20.5 


58.4    128.0  15.1 


33-  16     31      27  532 


»«5  APPIE  COMPUm  INC.  Alt  RIGHTS  RESfSVtD  APPLE  IS  A  REGISTEflED  TRADEMARK  OE  APPLE  COMPI/TER,  INC  Pm'/ER  KCIl.lOSH  i5  A  TRADEMARK  OF  APPLE  COMPirTER,  INC  1  1995  MOTOROLA,  IVCW^H 
TRADEMARKS  OF  MOTOROW.  INC  PowerPC  IS  A  TWCe.lABK  Of  INTERNATIDNAL  BUSINESS  MACHINES,  INC  ,  AND  IS  USED 
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SMIL 

FUSION  SYSTEMS  (FUSN)  Rockville,  Md.  301-251-0300 

^  semiconductor  equipment  supplier  that  also  makes  ultraviolet  curing 

88.1 
systems 

18.7 

36.0 

84.6 

21.3 

35- 

15 

31 

12 

237 

ORTHOPEDIC  TECHNOLOGY  (ORTH)  Tracy,  Calif.  209-832-5200 
Manufactures  and  distributes  orthopedic  supplies  internationally 

16.7 

1.1 

9.6 

394.6 

17.6 

6- 

4 

5 

16 

18 

WILLIAMS  CONTROLS  (WMCO)  Portland,  Ore.  503-684-8600  49.5 
Electronics,  components,  and  consumer  products  for  the  transportation  biz 

4.5 

36.3 

89.7 

19.7 

4- 

2 

4 

13 

58 

EIS  INTERNATIONAL  (EISI)  Stamford,  Conn,  203-351-4800  • 

For  high-volume  telephone  use,  automated  outbound  call  management 

68.8 

8.3 

51.0 

75.7 

17.8 

18- 

9 

17 

17 

148 

HILITE  INDUSTRIES  (HILI)  Carrollton,  Tex.  214-466-0475  44.7 
Electromagnetic  and  hydraulic  clutches  and  brake  valves,  pulleys,  and  fan  parts 

3.4 

20.9 

60.5 

26.1 

9- 

6 

7 

9 

32 

lEAN  PHILIPPE  FRAGRANCES  (JEAN)  New  York  City  212-983-2640  • 
Scent-sational!  Domestic  and  international  brand-name  fragrances 

75.1 

7.3 

42.7 

58.3 

21.2 

12- 

7 

9 

13 

92 

NOBLE  ROMAN'S  (NROM)  Indianapolis  317-634-3377 
You  don't  have  to  go  back  to  the  old  country  for  good  pizza 

30.5 

1.5 

62.9 

87.6 

15.4 

7- 

5 

5 

14 

21 

ROPER  INDUSTRIES  (ROPR)  Bogart,  Ga.  706-369-7170  • 
Manufactures  pumps  and  industrial-control  equipment 

148.5 

20.2 

30.7 

77.4 

19.5 

29- 

18 

27 

20 

400 

COHERENT  COMMONS.  SYSTEMS  (CCSC)  Leesburg,  Va.  703-729-6400 

34.2 

4.8 

23.3 

107.4 

18.6 

25- 

6 

20 

30 

134 

No  echo.  Digital  and  acoustic  echo-cancellation  technology 


PHABETICAL  INDEX 

'COMPANIES 

e  number  that  follows 
:h  company  name 
iicates  its  ranking 
the  table 


AAON  40 

Access  HealthNet  54 
Amrion  88 
Anchor  Gaming  86 
Apollo  Group  28 
Applied  Innovation  8 
Applied  Voice  Tech  59 
Arden  Industnal  Prods  85 
ATC  Environmental  74 
Bollinger  Industries  80 
Brooks  Automation  48 
BTG  52 

Cambndge  Tech  Partners  1 2 
Catalina  Marketing  83 
COP  Technologies  14 
Chad  Therapeutics  16 
Champion  Industries  61 


ClOCO  5 
CliniCom  68 

CMC  Information  Services  2) 
Coherent  Comniuns  Sys  100 
Cole  (Kenneth)  Prods  44 
Cornerstone  Imaging  48 
Craftmade  international  62 
Daig  20 

Deckers  Outdoor  31 
Decorator  Industries  60 
Diodes  84 
EIS  international  95 
Elcotei  2 
Eiectrogias  56 
Electronics.  Missiles  27 
Electronics  tor  imaging  49 
Employee  Solutions  9 


ENCAD  19 
Featheriite  81 
FORE  Systems  4 
FTP  Software  23 
Fusion  Systems  92 
GaSonics  International  29 
Geeriings  &  Wade  7 
Gentex  82 

Guif  South  IVIedicai  Supp^  90 
Happiness  Express  1 
Henry  (Jack)  Associates  78 
Hilite  Industries  96 
Hirsch  international  37 
image  Entertainment  39 
INSO  18 

integrated  Silicon  Systems  30 
Jalate  11 


Jean  Philippe  Fragrances  97 
Landry's  Seafood  Rest.  41 
Lund  International  45 
Maplnfo  73 

Marker  internalionai  43 
MedCath  57 
Media  Arts  Group  3 
MiCOM  Communications  64 
Mity-Lite  36 
National  TechTeam  32 
Navarre  28 
NetManage  15 
Network  Six  35 
NN  Bali  i  Roller  47 
Nobility  Homes  83 
Noble  Roman's  98 
Orbit  Semiconductor  67 


Orthopedic  Technology  93 
PC  Service  Source  51 
Pediatric  Services  50 
Perceptron  70 
Phoenix  Technologies  77 
PMl  Sen;ices  89 
Portec  79 

Praiect  Software  &  Devei  55 
Retirement  Care  Assocs  6 
Rivei  Oaks  Furniture  69 
Rrek  Bottom  Restaurants  25 
Ropei  industries  99 
Safeskin  10 
SatetyTek  71 

Scientific  Technologies  42 
St  John  Knits  75 
Steris  53 


Supreme  International  34 

Symetncs  33 

Tessco  Technologies  66 

Three-Five  Systems  17 

Tiansmedia  Network  87 

Trend-Lines  24 

Uitrak  22 

UniComp  13 

Unitech  58 

Urban  Outfitters  76 

Watson  Pharmaceuhcais  91 

Williams  Controls  94 

Wonden«are  38 

XcelleNet  85 

Zebra  Technologies  72 


POWERED   BY  MOTOROLA. 


ITS  A  NEW  GtNERATiON  OF  POWER.  THE  POWER  MACINTOSH''-^  5200/75  LC  IS  THE  ABSOLUTE  HEAD  OF  THE  CLASS 
WHEN  IT  COMES  TO  SPEED  AND  PERFORMANCE.  THAT'S  BECAUSE  APPLE*  DID  ITS  HOMEWORK  AND  BASED  ITS 
BRAINCHILD  ON  THE  ADVANCED  RISC  TECHNOLOGY  OF  THE  MOTOROLA  PowerPC'^'  603  MICROPROCESSOR.  FROM  FIRING  THE  IMAGINATION  TO 
FIRING  SPARK  PLUGS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE. 


M )  MOTOROLA 

Semiconductor  Products  Sector 


HOW  AIG'S  ABILITY  TO  CONTROL  FINANCIAL  RISKS  PUl 
ONE  AIRLINE  ON  A  STRAICHTER  COURSE.  An  airline's  first-ever  energ 
hedge  in  jel  fuel,  using  a  series  oJ  Jixed-Jor-floating  rate  transaclions.  It's  no  blue-sky  idea  but  how  we  recently  helpe 
a  nmjor  U.S.  carrier  manage  risk.  Since  the  airline's  international  operations  generate  a  multiple-currency  revenu 


tream.  we  also  act  as  one  of  its  primary  foreign  exchange  partners.  And  we  provide  primary  and  excess 
wperty/ casualty  insurance  [or  its  buildings  and  aircraft,  fidelity  and  international  insurance  coverages.  Products  and 
iervices  for  which  more  and  more  corporations  are  heading  in  AIG's  direction.  For  the  definitive  response  to  risk. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  Internationiil  Group.  Inc..  Dept.  A.  7<)  Pine  Street.  New  York.  NY  10270. 


People 


CRUSADERS 


NO  TIME 

FOR  TEARS 

Racing  to  save  his  sons,  Brad  Margus  is  all  business 


When  the  news  came — tli^ 
he  both  dreaded  and  expect- 
ed— Brad  Mai'gias  was  away  on 
business,  visiting  customers  of 
liis  sliiimjvprocessing  company.  His  wife, 
Vicki,  heard  first.  Two  of  their  three 
boys,  JaiTett,  4,  and  Quinn,  2,  had  atax- 
ia-telangiectasia, or  A-T.  If  the  disease 
progi'essed  as  expected,  they  would  be 
dead  by  age  20. 

TV  movies  prime  us  to  exjject  miracle 
cures  and  happy  endings  fi'om  such  cir- 
cumstances. In  life,  more  often,  a  devas- 
tating disease  hits,  a  family  giieves  and 
learns  to  cope,  and  eventually,  inexor- 
ably, the  illness  prevails.  If  the  disease 
picks  on  the  children  of  a  Brad  Mar- 
giis,  though,  the  killer  is  in  for  a  fight. 
GENE  HUNTING.  Brad  and  Vicki  Margus 
giieved  for  about  six  weeks.  Then  they 
got  busy.  Within  four  months,  they 
formed  the  nonprofit  a-t  Children's  Pro- 
ject. Working  nights  and  weekends 
while  running  his  company.  Kitchens  of 
the  Oceans  Inc.,  Brad  Margus  recmited 
top  scientists  worldwide  to  do  research, 
tapped  companies  for  funding  and  gene- 
hunting  gear,  lobbied  Congress,  and 


  .  the  little- 
known  disease.  Eighteen  months  later, 
the  A-T  Children's  Project  has  funded 
$1  million  in  research,  sponsored  three 
conferences  attended  by  researchers 
from  around  the  world,  begxm  collecting 
victims'  blood  samples,  and  helped  found 
a  clinic  at  the  Johns  Hopkins  Hospital. 
Says  .J.  Craig  Venter;  head  of  the  Insti- 

CHASING  A  CHILD  KILLER 

NAME  Ataxia-telangiectasia,  or  "A-T." 

SYMPTOMS  Around  age  2,  muscle 
control  deteriorates.  Cancer,  im- 
mune deficiencies  common.  Vic- 
tims wheelchair-bound  by  10,  total- 
ly disabled  in  teens.  Fatal  by  20. 

VICTIMS  At  least  500  U.S.  chil- 
dren; 1%  of  population  are  thought 
to  be  carriers.  Gene  may  be  a  fac- 
tor in  thousands  of  cancer  cases. 

OUTLOOK  Gene  that  causes  dis- 
ease may  be  identified  in  a  year. 
Developing  a  cure  will  take  years. 


tute  for  Genomic  Research:  "I've  nevJ 
seen  anyone  do  so  much  in  so  litt| 
time." 

For  Brad  Margus,  34,  it's  all  in  a  l| 
hour  day's  work.  Confronted  with  cris^ 
he  fell  back  on  what  he  knew  best:  bi; 
ness.  Growing  up  in  Tokyo,  Mar'gus 
carried  a  briefcase  as  a  four-year-ol 
traveling  with  his  father;  Al,  who  r^ 
H.J.  Heinz  Co.'s  Asian  operations. 
1971,  his  father  joined  the  Deerfiel 
Beach  (Fla.)  pr'ocessor  now  called  Kitcl 
ens  of  the  Oceans,  and  the  family  r| 
tm-ned  to  the  U.  S.  Brad  peeled  his  fii-j 
shr-imp  at  11,  bulked  up  for  high  scho' 
football  by  toting  70-pound  cases  o 
croistaceans,  and  designed  a  shrimp-pee 
ing  table  at  16.  Wliile  earTiing  an  mba 
Har-varxl  Univer-sity  in  1985,  he  tr-acke 
the  slirimp  company's  numbers  via  con 
puter  hookup.  Before  gr'aduating,  h 
helped  his  father'  engineer  a  $5  millic 
management-led  buyout. 

For  a  time,  lil 


THE  MARCUSES 

With  one  hand, 
Brad  runs  a 
shrimp  business, 
With  the  other, 
he  and  Vicki 
seek  a  cure  for 
Quinn  (left)  and 
Jarrett  (right) 


was  idyllic.  Mai 
gus  wed  Vick 
whom  he  had  rrn 
at  a  Har'vard  con 
puter  lab.  The 
had  thr-ee  son 
and  moved  int 
a  four--bedrooi 
home  on  a  five 
acre  spread  oul 
side  Boca  Ratoi 
Brad  took  ove 
Kitchens'  oper-; 
tions  as  his  fathe 
moved  towarxl  r'etir-ement,  and  the  con 
pany  thrived.  He  built  a  network  c 
suppliers  in  Indonesia  and  Thailand  an 
invested  in  a  pr-ocessing  joint  venture  i 
Ecuador  that  let  him  halve  his  U.  S 
wor'kfor'ce  while  boosting  pr'oduction.  I 
1993,  sales  jumped  27%,  to  $57  millioi 
and  profits  climbed  8%. 

Then  Jarrett,  the  middle  son,  bega 
bumping  into  walls  and  falling  down 
lot.  A  neurologist  ascribed  the  probler 
to  a  birth  accident  and  said  it  wouldn 
gr'ow  worse.  Fir"st  son  Cole  had  no  bal 
ance  problems,  but  when  Quinn  bega 
to  walk,  he  was  clumsy,  too.  The  pr-ob 
lem  was  obviously  genetic. 

Batteries  of  tests  followed,  a-t  i 
r-are — ther-e  are  only  about  600  know 
U.  S.  victims — and  it's  often  misdiag 
nosed  as  cer-ebral  palsy.  But  cer'ebry 
palsy,  for  all  its  cruel  consecjuences,  ha 
nothing  on  A-T.  Children  with  a-t  begii 
losing  balance  ai'ound  age  2  and  hav. 
slurred  speech  when  they  start  talking 
Loss  of  muscle  control  usually  put 
them  in  wheelchairs  by  about  10.  B; 
15,  they  can't  move  their  eyes  to  read 
Cancer  and  immune  deficiencies  arv 


92  BUSINESS  WEEK  /  MAY  22,  1995 


Your  urinary  symptoms  may  be  caused  by  a  condition  called  benign  prostate 
enlargement  or  BPH.  BPH  is  not  cancer  and  does  not  lead  to  cancer, 
although  the  two  conditions  can  exist  at  the  same  time.  Remember,  only  a 
  doctor  can  evaluate  your  symp- 


Is  this  you? 

Do  you  get  up  more  than  once  or  twice  a  night  to  urinate? 
Do  you  often  have  sudden,  uncontrollable  urges  to  urinate? 
Do  you  have  a  hesitant  or  slow  urine  stream? 
Do  you  have  a  frequent  need  to  urinate? 
If  you  answered  yes  to  even  one  question,  tell  your  doctor. 


Yes 

No 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

toms  and  their  possible  causes. 

Today,  symptomatic  BPH  can 
be  treated  by  your  doctor  in 
several  ways.  The  options  are 
monitoring  the  condition  with 
regular  checkups,  surgery,  or  oral 
medicines.  One  oral  medicine  is 
PROSCAR,  the  only  prescription  medicine  for  the  treatment  of  symptomatic 
BPH  that  can  shrink  the  prostate. 

PROSCAR  works  by  blocking  a  hormone  that  can 
cause  the  prostate  to  enlarge.  But  it  is  important 
to  know:  PROSCAR  doesn 't  work  for  everyone. 
Although  the  prostate  may  shrink,  there  may  not  be 
an  improvement  in  urinary  symptoms.  However,  in 
clinical  studies  with  PROSCAR,  some  men  have  seen 
an  improvement  in  their  urinary  symptoms  after 
2  weeks.  Others  have  found  that  PROSCAR  took  up  to  several  months  to 
help  them.  Because  all  men  are  different,  you  and  your  doctor  will  need  to 
determine  how  PROSCAR  is  working  for  you. 

If  you  have  any  urinary  symptoms,  see  your  family  doctor  or  a  urologist 
soon,  and  ask  about  PROSCAR.  For  free  information  to  help  you 
discuss  your  symptoms  with  your  doctor,  call  1-800-261-5563. 
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The  prostate  surrounds 
part  of  tlw  urethra, 
the  tube  that  carries 
urine  from  the  bladder 
As  the  prostate  enlarges, 
it  can  squeeze  the 
urethra  and  cause 
urinarii  problems. 
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(FINASTERIDE) 

The  only  medicine  tliat  can  siirinlt  tlie  prostate. 

Please  see  the  patient  information  on  the  next  page. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR-  (Prahs-cari 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperplasia 
and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign  prostatic 
hyperplasia  or  BPH.  This  occurs  only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also,  read 
the  leaflet  each  time  you  renew  your  prescrip- 
tion, just  in  case  anything  has  changed. 
Remember,  this  leaflet  does  not  take  the  place 
of  careful  discussions  with  your  doctor.  You 
and  your  doctor  should  discuss  PROSCAR 
when  you  start  taking  your  medication  and  at 
regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland. 
After  age  50,  most  men  develop  enlarged 
prostates.  The  prostate  is  located  below  the 
bladder.  As  the  prostate  enlarges,  it  may  slow- 
ly restrict  the  flow  of  urine.  This  can  lead  to 
symptoms  such  as: 

•  a  weak  or  intemapted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•a  feeling  of  delay  or  hesitation  when  you  start 
to  urinate 

•  a  need  to  urinate  often,  especially  at  night 
•a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options  for 
BPH: 

•  Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged  prostate 
gland  and  no  .symptoms  or  if  his  symptoms  do 
not  bother  him,  he  and  his  doctor  may  decide 
on  a  progi'am  of  monitoring  which  would 
include  regular  checkups,  instead  of  medica- 
tion or  surgeiy, 

•  Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need  surgery. 
Your  doctor  can  describe  several  different  sur- 
gical procedures  for  BPH.  Which  procedure  is 
best  ciepends  on  your  symptoms  and  medical 
condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is  a 
major  cause  of  prostate  growth.  Lowering  DHT 
leads  to  shrinkage  of  the  enlarged  prostate 
gland  in  most  men.  This  can  lead  to  gradual 
improvement  in  urine  flow  and  symptoms  over 
the  next  several  months.  However,  since  each 
case  of  BPH  is  different,  you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you  may 
NOT  see  an  improvement  in  urine  flow  or 
symptoms. 

•  You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  .see  whether  it  helps  you. 

•  Even  though  you  take  PROSCAR  and  it  may 
help  you,  it  is  not  known  whether  PROSCAR 
reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•  You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have  regu- 
lar checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 

•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
iTipotence  (or  inability  to  have  an  erection) 
and  less  desire  for  sex.  Each  of  these  side 
effects  occurred  in  less  than  4%  of  patients  in 
clinical  studies.  In  some  cases  side  effects 
went  away  while  the  patient  continued  to 
take  PROSCAR. 


Some  men  taking  PROSCAR''  (Finasteride) 
may  have  a  decrease  in  the  amount  of  semen 
released  during  sex.  This  decrease  does  not 
appear  to  interfere  with  normal  sexual  func- 
tion. Rarely,  some  men  have  reported  breast 
swelling  and/or  tenderness  or  allergic  reac- 
tions such  as  lip  swelling  and  rash. 

You  should  discuss  side  effects  with  your  doctor 
before  taking  PROSCAR  and  anytime  you 
think  you  are  having  a  side  effect. 

•  Checking  for  prostate  cancer.  Your  doctor 
has  prescribed  PROSCAR  for  symptomatic 
BPH  and  not  for  cancer — but  a  man  can  have 
BPH  and  prostate  cancer  at  the  same  time. 
Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  when 
they  turn  .50  (or  40  if  a  family  member  has 
had  prostate  cancer).  These  checks  should 
continue  while  you  take  PROSCAR. 
PROSCAR  is  not  a  treatment  for  prostate 
cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•  A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 

PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 

If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby,  it 
may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  mu.st  stop  taking  PROSCAR  and 
talk  to  your  doctor.  If  your  partner  could 
become  pregnant,  proper  use  of  a  condom  can 
reduce  the  risk  of  exposing  her  to  your  semen 
(discuss  this  further  with  your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become  pregnant 
must  not  handle  broken  tablets  of  PROSCAR. 
PROSCAR  tablets  are  coated  to  prevent  con- 
tact with  the  active  ingredient  during  normal 
handling.  If  this  coating  is  broken,  the  tablets 
should  not  be  handled  by  women  who  are 
pregnant  or  who  could  become  pregnant. 

If  a  woman  who  is  pregnant  comes  into  contact 
with  the  active  ingi'edient  in  PROSCAR,  a  doc- 
tor .should  be  consulted. 

Remember,  these  warnings  apply  only  if  the 
woman  exposed  to  PROSCAR  is  pregnant  or 
could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  evei-y  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  helpful 
to  take  it  the  same  time  every  day. 

Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 

Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
'PROSCAR'  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER, 

^  MERCK 
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common.  Victims  rarely  live  beyond  2 
The  Marguses  spent  $60,000  searc 
ing  for  a  (diagnosis,  consulting  specialis 
in  Miami  and  New  York,  and  sendii 
skin  and  blood  samples  to  Seattle  ar 
Chicago.  Finally,  a  French  neurologi 
visiting  Miami  Children's  Hospital  c 
agnosed  a-t.  "That  was  the  bad  on 
the  worst  diagnosis  anyone  would  su; 
gest,"  recalls  Al  Margus.  Brad  thougl 
he  was  prepared  for  the  worst  bi 
found  he  wasn't.  "The  fu'St  month  afti 
the  diagnosis,"  he  says,  "it's  almost  lil 
you  grieve  the  death  of  the  sons  y( 
thought  you  had." 

Then  his  business  training  kicked  i 
First,  he  decided,  he  needed  basic  ri 
search.  He  began  reading  chemistiy  ar 
genetics  texts  and  reciuited  Leon  Kap 
a  molecular  biologist  at  the  Universil 
of  California  at  San  Francisco,  to  tut( 
him  through  a  nightly  exchange  of  fa: 
es.  He  also  wrote  to  160  venture-capit 
firms  and  40  biotech  companies,  su{ 
gesting  that  since  a-t  is  linked  to  cance 
A-T  research  might  lead  to  a  lucrativ 
screening  test  for  cancer.  None  bit. 
FREE  TICKETS.  With  no  research  fimdin 
in  sight.  Brad  and  Vicki  formed  the  A- 
Children's  Project,  eschewing  the  nam 
"foundation"  because  it  implied  perms 
nence.  Working  at  side-by-side  compui 
ers  in  their  family  room,  they  deve 
oped  a  plan  by  benchmarking  the  wor 
of  other  foundations.  After  identifyin 
experts  through  medical  literature  datj 
bases,  Brad  met  with  top  cell  biologists 
chemists,  and  geneticists.  He  solicite 
every  foundation  and  trust  that  had  dc 
nated  to  medical  research,  not  only  i 
Florida  but  in  California  and  Ne\ 
York — where  the  money  is — the: 
worked  Harvard  B-school's  alumni  d: 
rectory  so  hard  the  school  ordered  hir 
to  stop. 

The  campaign  began  to  bring  results 
Although  most  funding  still  comes  fror 
family  and  friends,  it  was  a  coup  whe: 
noted  geneticist  David  Cox  signed  o: 
as  scientific  adviser.  Margus  got  his  firs 
conference  off  the  ground  in  part  b; 
sending  researchers  free  airline  tick 
ets — thanks  to  a  foiTner  classmate  wh' 
created  a  bank  for  donations  of  fre 
quent-flier  miles. 

There  have  been  disappointments.  Ai 
ter  locating  the  top  six  A-T  research 
ers,  Margus  was  discouraged  to  lean 
that  two  aren't  on  speaking  terms.  Thii 
year,  he  canceled  four  grants  because 
the  researchers  weren't  focusing  inten 
sively  on  a-t.  Now,  Margus  reviews  eve 
ry  recipient's  progress  after  six  months 

To  sustain  momentum,  Margus  em 
ploys  a  "critical  path"  approach  to  antic 
ipate  needs  several  steps  beyond  the 
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Unlocking  the  secrets 

of  a 

unique  mutual  fund 

requires  the 
perfect  combination. 
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Imagine.  The  research  strengths 
of  Standard  &  Poor's  and  the 
investment  experience  of  Bear 
Steams.  In  this  unique  arrange- 
ment, the  first  in  S&Ps  history. 
Bear  Steams  is  proud  to  present 
The  S&P  STARS  Portfolio.  S&P's 
top-rated  5-STAR  companies  form  the 
basis  for  a  universe  of  suitable  investments. 


% 


Bear  Steams  then  adds  an  addi- 
tional layer  of  research  and 
management  expei^ise  by  mak- 
ing all portfolio  selections  for  the 
fimd.  To  learn  more  about  The 
S&P  STARS  Portfolio,  includ- 
ing charges  and  expenses,  call  for 
a  fee  prospectus  today.  Please  read  it 
carefully  before  you  invest  or  send  money. 


Be\R  STEARNS 

800-766-4111 


''Standard  &  Poor's®."  "S&P®,"  and  "STARS'"^"  jrc  iradeiii.irks  ofStandard  &  Poor's  and  have  been  licensed  for  use  by  Bear,  Stearns  &  Co.  Inc. 
The  S&P  STARS  Portfoho  is  not  sponsored,  managed,  advised,  sold  or  promoted  by  S&P. 


We  know,  you've  had  it  up  to  here 
with  the  better  value  this,  better  vakic 
that  story.  So  wc  put  an  end  to  it  by 
recreating  the  Compaq  ProLinea! 
The  computer  that  started  it  all. 

The  new  ProLinea  is  the  epitome 
of  hi^h-quality,  affordable  desktop 
PCs.  How  so?  Well  in  short  (really 
short),  it's  now  faster,  smarter,  more 
flexible  and  nn;re  uporadable.  It  can 
be  networked  in  a  snap.  Literally. 
And,  it's  incredibly  easy  to  support 
and  maintain,  Happv?  You  will  be. 


COMPAQ 


IKE   Most  PC   Buyers,  You're   Probably  Sick 


Of  Hearing  "Better  Value."  So  We've 


LEVERLY  Disguised  It  As  12  Improvements 


Of  course,  this  mav  all  seem  like 
just  talk,  but  trust  us  -  it's  not.  To  ^let 
the  complete  "12  impro\ements"  list 
detail  by  detail,  vou  can  Hnd  us  on  the 
Web  at  \\  v\  \\. Compaq. com  or  talk  to 
vour  local  Compaq  reseller  You'll  find 
when  we  sa>'  "better  \  alue,"  we  df)n't 
mean  we  cut  corners  and  thi  n  lowered 
the  price.  After  all, 
that's  e\c  rvone  else's 
idea.  Not  ours. 


\\\\  \ 


Introducing  the  new  Compaq  ProLinea 


People 


present.  "Brad  flow-charts  his  entire 
life,"  says  Vicki,  seated  at  a  desk  in  the 
Project's  new  offices  in  Boca  Raton. 
Wliile  scientists  hunt  the  A-T  gene — one 
using  an  $80,000  gene  sequencer  donat- 
ed by  Perkin-Elmer  Corp. — Margxis  is 
already  contacting  protein  experts  who 
would  help  develop  gene  therapy.  He 
has  established  a  bank  of  blood  sam- 
ples at  Coriell  Cell  Repositones  in  Cam- 
den. N.J.,  and  has  opened  channels  to 
regulators  to  speed  human  trials  once  a 
therapy  is  developed.  Researchers  ex- 
pect the  A-T  gene  to  be  found  within  a 
year.  Developing  a  cure  will  take  years 
more.  "It's  not  crazy  to  say  that  a  ther- 
apy in  five  years  is  possible,"  says  Cox. 
On  the  other  hand:  "How  many  people 
have  succeeded  in  doing  this?  Zero." 
"DOUBLE  LIFE."  All  the  while,  Margns 
has  worked  to  keep  Kitchens  of  the 
Ocean  afloat.  Under  tremendous  stress 
and  operating  on  little  sleep,  he  says 
he  can  be  short-tempered  and  impatient 
at  work.  "Someone's  complaining  to  me 
about  a  tough  sale,  and  I'm  thinking, 
'You're  marginal,  pal.  For  what  I'm  pay- 
ing you,  I  could  be  funding  some  great 
scientist,' "  he  says. 

Margus  concedes  that  the  company 
has  suffered.  Wlien  a  market  developed 


for  high-end  shrimp  sales  at  retail,  he 
was  slow  to  respond.  Reducing  his  inter- 
national travel  also  slowed  his  move 
into  shrimp-farming  in  Ecuador.  When 
he  travels  now,  Margus  tries  to  visit  an 
A-T  family  and  a  researcher  or  lab.  "You 
should  be  thinking  about  your  business 
from  the  time  you  step  into  the  shower 
until  you  go  to  bed,"  he  says.  "But 


"Sometimes  now," 
Brad  says,  the  shrimp 
company  "seems  a 
little  trivial" 


sometimes  now,  it  seems  a  little  trivial." 

Even  so,  customei-s  say,  Mai-giis  does- 
n't neglect  details.  "He  leads  a  double 
life.  I  don't  know  how  he  does  it,"  says 
Roger  D.  Anderson,  president  of  Sea- 
food Partners  Inc.,  whose  unsolicited 
$1,000  donation  was  the  Pi'oject's  first 
nonfamily  contribution.  "He  could  use 
his  situation  as  an  excuse,  but  he  choos- 
es not  to,"  says  Joseph  Leahy,  senior 
seafood  buyer  for  Red  Lobster  restau- 


rants. To  help  keep  the  company  on 
even  keel,  Al  Mai'gus,  68,  has  returm 
to  work  nearly  full-time. 

Brad  Mai-giis  doesn't  know,  of  co 
if  his  efforts  will  pay  off  in  time  to  he] 
his  sons.  Home  from  work  at  6:30  oi 
recent  evening,  he  watched  Cole,  now 
and  Jarrett,  6,  chalk  a  large  portrait 
Vicki  on  the  driveway.  It  was  comple 
down  to  the  baby  gi-owing  inside  hd 
It's  a  surprise  pregnancy,  and  doctoj 
say  the  child  won't  have  a-t.  Quiii 
dragged  a  tumbling  mat  onto  the  grad 
and,  following  Cole's  lead,  JaiTett  an 
Quinn,  4,  did  their  best  to  turn  somd 
saults.  Laughter  rolled  off  the  mat. 

The  parents  clearly  savor  the  bojn 
efforts.  And  they  hope — against  hod 
perhaps — that  their  own  strivings  ma 
make  such  scenes  possible  for  longe 
than  is  likely.  Margus  doesn't  ignore  th 
disease's  timetable.  "It's  my  nature  t 
consider  all  the  scenarios,  so  I  don 
blank  out  the  scenario  that  we  won 
succeed,"  he  says.  "The  consolation  is,  ( 
course,  that  the  work  we're  supportin 
will  eventually  help  a  lot  of  kids.  It 
not  wasted  effort  at  all."  It's  a  dan 
nable  consolation  to  accept. 

By  David  Greisin 
in  Boca  Raton,  Fk 


QUALITY  WARS: 


MYTH  VS. 


REALITY 


„„  Mvths,./ 
'IS 
TY 


MYTH:  Japanese  workers  are  more 
productive. 

REALITY:  U.S.  workers  are  307f  more 
productive. 

MYTH:  More  U.S.  cars  are  recalled. 

REALITY:  In  1993  Hondas  were  recalled 
13  times  more  than  GM  products. 

MYTH:  The  Japanese  education  system 
makes  their  society  more  competitive. 

REALITY:  Japanese  .schools  instill  con- 
formity, not  innovation,  and  Japanese 
corporations  are  stagnating  and  failing 
in  new  markets  as  a  result. 


Startling  conclusions  perhaps,  but  the  authors 
of  this  provocative  critique  found  10  big  myths 
about  Japanese  quality  that  didn't  hold  up 
under  the  scrutiny  of  their  new  research.  They 
found  badly  made  products  everywhere  ... 
an  economic  system  that  discourages  improve- 
ment ...  and  the  quality  theories  of  W.  Edwards 
Deming  doing  more  damage  than  good.  It's 
a  controversial  thesis.  But  anyone  who 
assumes  that  Japanese  products  are  superior 
—or  that  the  Japanese  offer  a  model  for 
American  corporations  and  schools— will 
find  this  work  impossible  to  ignore. 
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''So  we  looked  for  groupware  that  could  bhr 


The  first  one  was  supposed  to  be  user  frieno 


The  next  pronnised  connpatibilit/. 


been  okay,  ^-^f  we  had  lots  of  time  to  wasU 


group,  isn't  there  sonnething  that  can  turn  u 


all  together. .  J 


Not  exactly. 


hey  lied  One  would  hove 


All  it  Hikes  is  TeamWare™ 
Office:  the  complete  suite 
of  productivity  applications 
that  aims  any  group  into 
a  team,  fast. 

TeamWare  Office 
includes  e-mail,  info 
sharing,  document  libraiy, 
work  flow,  and  a  team 
scheduler,  all  fully 
integrated.  It  suppoits 
the  Windows' '  applications 
you're  probably  already 


■VVum  J  ^ 


MKiaiSfH-T. 
WINDOWS 


NetWare 
Compofible 


using.  And  it's  ready  to  ain 
the  first  day — no  matter 
which  major  client/seiver 
system  you  have. 


ome  on,  we've  got  a  good 


to  a  team? 


CD 

U 

•< 

m 

i  1 

Call  for  your  Free 

demo  &  evaluation  pack* 
I.800.20.TWARE. 

Email  Address:  globald@tmware.us.com 

World  Wide  Web  Homepage:  http://www.tmware.us-com/tmware 


Tliere  is  simply  no  other 
product  like 
it.  TeamWare 
Office.  Less 
work,  more 
teamwork. 


•While  .sLlpplie^  list.  ©1995  lntem:itiomil  Qjmpulen.  Limited.  TeamWARE 
is  a  irjdeniark  ot  IntemaUnnal  0)mputers  Limited-  OS/2  i.s  a  registered 
tradeiruirk  of  ihe  Iniematinii;!!  Business  Machines  Coqxjration.  Solaris  and 
tlie  Solaas  logo  are  registered  trademarks  of  Sun  Microsystems.  Inc. 
MicT(xv)ta  is  a  registered  trademark,  and  Windows  and  the  Windows  logo 
are  trademark-s  of  Micro.soft  Corporation.  Novell  is  a  registered  trademark, 
and  the  Yes  logo  Is  a  trademark  of  Novell,  Inc. 


Marketing 


TELEVISION 


AND  NOW,  A  SHOW 
FROM  YOUR  SPONSOR 


Ad-free  media  and  too-racy  fare  have  marketers  rushing  to  make  their  own  TV  programs 


t] 


Procter  &  Gamble  Co.  once  turned 
out  more  TV  shows  than  any  Holly- 
wood studio.  Its  production  arm 
made  or  bought  everything  from  west- 
ems  to  game  shows,  and  its  dominance 
in  daytime  ch-amas  christened  the  gem-e 
"soap  operas."  Although  F&G  Produc- 
tions still  cranks  out  765  hours  of  The 
Guiding  Light,  Another  World,  and  As 
the  World  Turns  each  year,  it  long  ago 
ceased  to  be  a  factor  in  prime  time.  As 
production  and  ad  costs  rose,  P&G  found 
it  cheaper  to  leave  show  biz  to  Holly- 
wood and  just  sign  on  for  commercials. 

Now,  though,  Procter  is  plunging 
back  into  progi'amming  in  a  big  way. 
In  March,  Chairman  Edwin  L.  Artzt 
announced  a  thi-ee-year  alliance  with 
Paramount  Television  Group,  maker  of 
Frasier  and  Wings,  to  develop  shows 
foi'  netwoi'k  TV  and  first-run  syndica- 
tion. Outsidei's  figure  the  deal  will  cost 
Pi'octer  $120  million  or  more.  That's  not 
huge  compai'ed  with  the  packaged-goods 
giant's  $y  billion  yearly  ad  budget,  but 
Procter  promises  more  deals  to  come. 

V&G  isn't  the  only  advertiser  tuning 
into  the  TV  business.  Television  Produc- 
tion Partners,  a  consortium  of  nine 
brand-name  mai'ketei-s  fornied  early  last 
year,  aired  its  fourth  show  in  April  and 
expects  to  spend  $30  million  over  the 


But  there's  anoth  itv 
less  complicated  n  il 
son:  cold  hard  cai 
Like  everyone  fro 
Sony  Corp.  to  Se 
gi-am  Co.,  soap-se 
ers  and  gi-eeting-ca 
merchants  see 
booming  entertai 
ment  industry  as 
gold  msh  they'd  b( 
ter  get  in  on. 

Indeed,  if  then 
one  thing  everyboc 
agrees  on  when 
comes  to  the  ne 
media,  it's  that  all 
the  different  pla 
forms    under  co: 
struction  are  goir 
to  require  a  heck 
a  lot  of  new  conten 
Already,  demand — and  potential  pro 
its — are  gi-owing.  The  back-end  revi 
nues  alone  from  a  hit  show  can  be  stu 
ning:  Paramount's  Cheers,  for  instanc 
fetched  more  than  $400  million  in  sync 
cation  for  its  fij-st  three  yeai's.  Its  vai 
ous  Star  Trek  shows  bring  in  more  ths 
$1  million  an  episode  overseas.  And 
the  cost  side,  an  advertiser  luck 
enough  to  produce  the  next  er  ma 
have  more  clout  at  the  bargaining  tab 
when  it  comes  to  buying  airtime,  espi 
cially  in  foreign  markets. 

p&o's  Artzt  has  emphasized  broad( 


READY  FOR  PRIME  TIME 


next  year  and  a  half.  Hallmark  Cards 
Inc.  paid  $365  million  last  year  to  ac- 
quire RHi  Entertainment  Inc.,  a  lead- 
ing independent  producer  of  TV  miniser- 
ies  and  movies,  including  Hallmark's 
wholesome  Hall  of  Fame  productions. 
Wendy's  International  Inc.  is  aggres- 
sively seeking  family-oriented  projects 
the  fast-food  chain  can  help  bring  to 
the  aimaves. 

PC  PLAGUE.  Why  are  so  many  of  the 
nation's  biggest  marketers  suddenly 
starstmck?  Procter  says  it  worries  that 
the  flood  of  new  media  may  wash  tradi- 
tional ad-sponsored 
programming  away, 

leaving  it  no  place  to  ^  ,     .  •  ,      .     •  , 

run  its  commercials         Advertisers  are  plungi  ng  into  programmtng 

unless  it  owns  some  of 
the  shows.  Procter 
fears  a  world  in  which 
CD-ROMS,  the  Internet, 
pay-per-view,  interac- 
tive-game channels, 
and  other  ad-free  me- 
dia further  atomize  the 
mass  audience  that 
was  once  divided  neat 
ly  among 

networks.  Others  wor- 
ry about  the  dearth  of 
family-oriented  shows. 


TELEVISION  PRODUCTION  PARTNERS  A  consor 
tium  of  nine  major  advertisers,  including  AT&T,  Coca- 
Cola,  and  GM,  will  spend  $30  million  over  18  months 
making  movies,  specials,  and  limited-run  series. 


PROCTER  &  GAMBLE  The  original  "soap  opera" 
sponsor  has  a  three-year  deal  with  Paramount  to  de- 
velop network  and  first-run-syndication  programming. 


WENDY'S  The  fast-food  chain  is  backing  production 
the" three    °^  Derby,  a  two-hour  ABC  movie  to  be  aired  in  June. 

HALLMARK  It  bought  RHI  Entertainment,  a  mini- 
series  and  movie  producer,  for  $365  million  last  year. 


inn  QiiciMtrco  \kir  r  w    i       rt\j  no  lOQCl 


als  to  explain  his  company's  renewed 
erest  in  Hollywood.  He  warned  in  a 
'hly  publicized  speech  to  ad  agencies 
t  May  that  new  media  threaten  mass 
vertising — and  with  it,  p&g's  ability 
sell  its  50  million  tubes  of  Crest  each 
ar.  As  he  told  another  trade  group 
Mar.  10.  just  days  after  announcing 
i  Paramount  deal:  "I  firmly  believe 
at  unless  advertisers  participate  in 
i  development  of  new  progi-amming, 
•'re  not  going  to  have  much  to  say 
out  how  new  progi'ams  get  paid  for." 
octer's  agreement  with  Paramount 
arantees  access  to  advertising  time 
lerever  the  progi'ams  are  shown. 
>LD  RUSH.  But  while  the  networks 
ve  already  seen  their  share  of  the 
dience  erode,  a  commercial-free  fu- 
re  is  still  a  long  way  off.  And  even 
me  of  those  fashioning  the  new  media 
stems  point  out  that  they'll  need  ad- 
rtising,  too,  to  be  economically  viable, 
/en  wdthin  p&g,  not  everyone  believes 
;hreat  to  access  was  the  primary  force 
iving  the  Paramount  deal.  "The  party 
e  is,  they're  doing  this  for  access,  but 
s  not  a  bad  business  proposition," 
tes  one  source  close  to  Procter. 
Procter  knows  that  already.  In  1990, 
helped  put  Northern  Exposure  on  the 
•  and  won  cheap  airtime  on  a  hit  show 
the  bargain.  Procter  agreed  to  pay 
rt  of  CBS  Inc.'s  license  fee  to  Univer- 
1  Pictures  for  the  eight  initial  epi- 
des  and  to  advertise  on  them  without 
guarantee  of  audience  size.  In  return, 
got  a  10%  discount  on  three  30-second 
Is  every  week  for  four  years.  It  also 
ts  undisclosed  rights  for  syndication 
id  other  revenue-generating  deals. 
':G's  role  as  a  fixer  in  Northern  Expo- 
se was  a  lucky,  one-shot  deal  far 
nailer  than  its  Paramount  venture, 
at  it's  an  indication  of  the  possibilities. 
First,  though,  Pi-octer  and  Paramoimt 
ive  to  get  their  shows  on  the  air  In 
eir  initial  collaboration,  p&g  is  putting 
)  some  of  the  cash  to  produce  a  ver- 
m  of  the  studio's  Enteriainment  To- 
.ght  in  Germany.  In  return,  it  will  get 
share  of  the  license  fee,  along  with 
ime  advertising  time.  Meanwhile,  in 
le  U.  S.,  P&G  and  Paramount  hope  to 
rike  a  deal  with  one  of  the  networks, 
he  network  would  get  a  break  on  the 
;ense  fees  of  shows  the  partnei-s  hope 
I  produce,  while  Procter  would  get  re- 
aced  rates  on  its  ad  spots.  Procter 
jesn't  envision  taking  most  of  the  ad 
me  on  any  single  show  since  that 
ould  take  up  too  much  of  its  budget. 
Such  a  deal  is  far  from  a  sure  thing, 
Dwever.  Broadcasters  may  well  balk 
;  the  idea  of  an  entrenched  ad-rate 
iscount.  "No  network  is  going  to  want 
)  institutionalize  a  benefit  for  an  adver- 
ser," says  one  industry  veteran.  And 
roducers  might  shy  away  from  doing 


If  you  d  like  to  hear  more  stones  about  our  founder,  drop  us  a  line 


129  YEARS  AGO,  this  is  where  you'd  go  for 
a  sip  of  Tennessee  Whiskey. 

If  you  were  in  the  market  for  good  whiskey 
back  in  1866,  you'd  head  right  for  the  woods 
near  Lynchburg,  Tennessee.  Lay  your  money 
down  and  Jack  Newton  Daniel  himself 
would  hand  over  a  jug  of  his  best. 
Nowadays,  you  can  still  find 
Jack  Daniel's  in  the  hills  of 
Tennessee.  And,  we're  glad  to 
say,  it's  also  available  in  your 
neck  of  the  woods. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Wtiiskey  •  4043%  alcotiol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  351),  Tennessee  37352 
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We  Like  Health  Care's 
Vital  Signs. 

Aging  populations.  Advancing  medical  technologies.  Break- 
throughs in  biotech  and  pharmaceuticals.  For  these  and  other 
reasons,  G.T.  Global  sees  a  healthy  outlook  for  the  health  care 
industry.  We  believe  it  merits  serious  investor  consideration. 

The  G.T.  Global  Health  Care  Fund 

One  of  G.T.  Global's  Theme  Funds,  this  fund  seeks  long-term 
capital  appreciation  by  investing  in  companies  around  the 
world  that  design,  manufacture  or  market  health  care  products 
and  services.  For  complete  information,  talk  to  your  financial 
adviser  or  call  G.T  Global. 

 ■lil.l.iMiHil.M  

Ask  for  the  GT.  Global  Theme  Funds  prospectus  for  more  complete  informa- 
tion, including  charges,  expenses  and  the  risks  associated  with  global  and 
emerging  market  investing,  including  political  and  currency  risk,  as  well  as 
the  risk  of  investing  in  similar  industries.  Please  read  the  prospectus  carefully 
before  investing  or  sending  money.  G.T.  Global  Financial  Services,  Inc.,  Dist. 


G.T.  GLOBAL 

London   Hong  Kong  San  Francisco  Tokyo  Sydney  Singapore  Toronto 

WHEN  YOU  INVEST  FOR  YOUR  FUTURE,  THINK  GLOBAL... G.T  GLOBAL.^" 
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our  top-rated  program, 
and  it  draws  on  the  very  best. 

lis  program  draws  on  the  best  faculty,  including  two  of  the  professors 
on  Business  Week's  top  ten  list  of  executive  educators.  The  best  teach- 
ing method,  action  learning,  lets  you  use  your  own  personal  case 
project,  apply  the  latest  knowledge  on  strategies,  then  consult  with 
faculty  and  peers.  The  end  result  is  an  action  plan,  one  you  can  take 
back  to  the  job  and  begin  to  implement  right  away. 
Top  executives  from  around  the  vvcjrid  take  this  intensive  two  week 
course  to  get  a  better  understanding  of:  competitive  strategies;  man- 
aging innovation;  financial  implications  of  strategies;  integrating 
diverse  functions;  and  developing  creativity  for  a  superior  strategy. 


@ 


COLUMBIA 
BUSINESS 
SCHOOL 


Enroll  today:  1-800-692-EXEG  ext.  738 

Fax  212-316-1473 

COLUMBIA  EXECUTIVE  PROGRAMS 
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business  with  a  giant  advertiser  th 
could  attempt  to  dictate  the  content 
tone  of  a  show,  p&g  ad  chief  Robert 
Wehling  contends  that  Paramount  "c; 
make  whatever  they  want"  and  th 
P&G  will  simply  opt  out  if  a  particul; 
pi-ogi-am  is  inappropriate.  According 
Wehling,  p&g  isn't  even  telling  Par 
mount  to  aim  its  shows  at  men  or  wor 
en  01-  younger  or  older  audiences. 
BIG  GUNS.  Foi-  other  marketers,  ho\ 
ever,  gaining  more  control  over  tf 
shows  that  cany  their  commercials  is  i 
important  reason  for  their  involvemei 
in  progTamming.  On  June  17,  Capit 
Cities/ABC  will  show  Derby,  a  two-hoi 
movie  about  an  adopted  girl  who  rac( 
in  the  Kentucky  Derby.  The  show  w; 
developed  with  an  up-front  sponsorsh: 
commitment  from  hamburger  chai 
Wendy's.  "We  believe  there's  a  mark( 
foi-  and  a  need  for  family-oriented  pn 
gramming,"  says  Charles  W.  Rati 
Wendy's  marketing  chief.  Derby  is  base 
on  a  script  Rath  wrote  15  years  ag 
but  he  doesn't  foresee  more  screenwri 
ing  credits  in  his  future. 

Advertiser  involvement  in  progran 
ming  seems  certain  to  gi-ow.  Nine  giai 
marketers — at&t,  Campbell  Soup,  Cocj 
Cola,  Clorox,  Coors,  General  Moton 
McDonald's,  Reebok  Intemational,  an 
Sears  Roebuck — have  joined  Televisio 
Production  Partners,  a  new  venture  t 
develop  movies,  specials,  and  limitec 
run  series.  Each  advertiser  choose 
which  programs  it  wants  to  be  involve 
in  and  takes  a  portion  of  the  commerci.' 
spots.  One  recent  project.  Hank  Aaroi 
Chasing  the  Dream,  aired  in  April  an 
garnered  a  respectable  4.6  rating. 

Some  marketers  remain  leery  c 
plunging  too  deeply  into  progi'amminj 
After  all,  making  a  hit  show  is  far  dil 
ferent  from  making  soap  flakes:  Onl 
one  in  five  shows  makes  it  to  the  secon 
year.  Michael  Neavill,  media  director  a 
AT&T,  sees  Television  Production  Part 
ners  as  one  more  way  to  get  good  a 
spots  at  good  rates,  but  he's  not  read; 
to  join  the  entertaimnent  industry.  "Th 
networks  spend  $400  million  to  $50' 
million  a  year  in  developing  pilots  fo 
new  series,  and  their  success  rate  i 
15%,"  he  notes.  "I  look  at  that  and  saj 
'Wait  a  minute,  we're  in  the  telecom 
munications  business.  Why  do  I  wan 
to  get  into  the  progi-amming  busines 
when  the  people  who  have  the  experi 
ence  are  only  right  15%  of  the  time?' 
Sure,  tiying  to  come  up  with  a  hit  shov 
is  risky.  But  some  big  advertisers  figun 
not  trying  could  be  even  worse. 

Bi)  Zachmy  Schiller  in  Cdncinnati 
with  Ron  Grover  in  Los  Angeles  am 
bureau  reports 


-  -  ■  
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introduces  a  foundry 
for  the  information  aye. 


The  fire  of  yesterday's  foundries  burns  today  in  our  hearts.  In  our 
commitment  to  productivity  and  technology.  •  TSMC  is  the  world's 
leading  semiconductor  foundry,  presently  producing  one  million  six- 
inch  wafers  annually,  representing  a  major  share  of  the  global  market. 
•  TSMC  is  a  dedicated  foundry,  where  customers  are  our  number  one 
priority  and  intellectual  property  is  prized.  And  protected.  We  don't 
manufacture  any  products  under  our  own  brand  name,  so  there  are  no 
licensing  issues,  no  conflict  of  interest  fears,  no  requests  for  equity.  • 
Instead,  there  is  seamless  transfer  of  data  and  execution  of  design 
specs.  With  methods  and  materials  that  complement  customer 
designs.  •  In  1995  our  new  billion-dollar  fab  will  begin  production. 
This  fab  will  be  capable  of  producing  30,000  eight-inch  wafers  per 
month  at  state-of-the-art  0.5  micron  technology,  migrating  to  0.35 
micron.  More  than  $400  million  in  annual  investments  will  enable  us 
to  produce  two  million  six-inch  equivalent  wafers  per  year  by  1997.  • 
Find  out  what  it  means  to  be  a  partner  with  the  world's  leading  semi- 
conductor foundry.  •  TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  No.  121,  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu  300,  Taiwan,  R.O.C. 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  95110  (408)  437-8762 
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EVERYBODY'S 
TALKIN'  AT  US 

Gab  radio  is  a  godsend  for  AM,  though  few  hosts  have  Rush  Limbaugh's  Midas  touch 


Daniel  E.  Cohen's  good  fortune  be- 
gan last  year  when  football  fans 
everywhere  started  asking  why 
all  the  players  seemed  to  be 
wearing  Band-Aids  on  their  noses. 
Eventually,  word  got  out  that  the  stiips 
supposedly  helped  open  nasal  passages 
so  athletes  could  get  more  oxygen.  The 
curiosity  spawned  450  articles  about 
Breathe  Right  Nasal  Stiips  and  Cohen's 
CNS  Inc.,  the  Chanhassen  (Minn.)  outfit 
that  makes  them.  Better  yet,  players 
sporting  the  strips  notched  8  of  the  10 
touchdowns  scored  during  this  year's 
Super  Bowl. 

That's  all  fine.  But  Cohen's  big  bo- 
nanza came  by  way  of  Marta  Limbaugh, 
a  rabid  football  fan  herself.  Marta  was 
wowed  when  she  tned  the  stiips  to  alle- 
viate symptoms  ft'om  her  deviated  sep- 
tum. She  told  her  illustrious  husband, 
and  Rush  told  the  20  million  jjeople  who 
listen  to  his  syndicated  talk  show  each 
week.  Oveinight,  Cohen  says,  sales  went 
crazy.  First-quarter  revenues  came  in 
at  $7.1  million,  a  460*5^  increase  over 
the  fourth  quarter.  CNS  stock  began  a 
steep  climb  from  10  to  its  cuiTent  27. 
By  April,  Cohen  hap- 
pily wrote  a  fat 
check  to  sponsor  the 
show  twice  weekly. 
"If  Rush  Limbaugh 
says  to  try  some- 
thing, there  are  a  lot 
of  people  who  will 
try  it,"  Cohen  says. 
"It's  nice  to  pay  for 
advertising  that  you 
can  count  on." 
SCORCHERS.  In  the 
coloiful  histoi-y  of  ra- 
dio, there  has  never 
been  anything  like  Rush  Limbaugh.  His 
sway  over  the  millions  who  tune  him 
in  is  unprecedented.  Not  only  has  it 
helped  turn  the  political  tide  sharply  to 
the  light  but  it  also  has  breathed  life 
into  AM  radio,  which  many  had  con- 
signed to  the  dustheap.  The  more  Lim- 
baugh talks,  the  more  money  he  and 
his  many  business  associates  rake  in. 


Says  David  M.  Kantor,  executive  vice- 
president  of  ABC  Radio  Networks: 
"Rush  is  in  a  league  by  himself." 

The  mad  rush  (sorry)  to  share  in 
some  Limbaugh-like  success  is  a  big  rea- 
son America's  airwaves  are  crackling 
with  ever-more  scorching  dialogue.  As 
light-wing  talk  radio  comes  under  the 
microscope  in  the  aftennath  of  the  Okla- 
homa City  bombing,  it's  easy  to  forget 
that  the  gi'owth  of  talk  radio  began  with 
a  business  proposition.  "The  agenda  is 
fu'st  to  get  ratings  and  second  to  make 
money,"  says  Michael  Harrison,  pubhsh- 
er  of  Talkers  Magazine,  the  industry 
bible. 

Indeed,  since  1990,  the  number  of  sta- 


tions that  devote  the  bulk  of  theii"  day  t 
talk  has  almost  tripled,  to  1,130  froi 
405,  according  to  M  Street  Journal,  ai 
other  industiy  publication.  Nobody  kee{ 
count  of  talk-show  hosts,  but  suffice  it  t 
say  that  a  few  years  ago,  G.  Gordo 
Liddy  and  Oliver  North  were  merel 
notorious,  not  notorious  radio  stars 

The  number  of  people  actually  clear 
ing  up  in  talk  radio,  however,  is  smalk 
than  you'd  think.  Rush  and  Howard, 
coui'se,  earn  huge  sums — for  themselve 
their  syndicators,  and  the  stations  thi 
au-  them.  Limbaugh  alone  generates  $3 
million  in  revenue  for  his  syndicate 
EFM  Media  Inc.  A  second  tier  of  long-es 
tablished  hosts  such  as  Don  Imus  an 


THE  ECONOMICS  OF  TALK  RADIO 


ADVERTISERS 

EveryboiJy  from  IBM  to  the  maker 
of  Breathe  Right  Nasal  Strips. 
Advertisers  buy  time  from  syndi- 
cators/networks  and  radio  sta- 
tions. Companies  spent  $10.6 
billion  on  all  radio  ads  last  year. 
Some  95%  of  that  flowed  direct- 
ly to  radio  stations.  Only  5% 
flowed  to  syndicators/networks. 


RADIO  STATIONS  Almost  all  talk— except  Howard  Stem- 
on  the  AM  band.  Many  AM  stations  are  losing  money  or  are  ma 
nally  profitable.  The  strongest  are  the  biggest  ones,  often  earn 
margins  topping  40%.  Tribune  Co.'s  WGN  in  Chicago  is  king,  w 
estimated  revenues  of  $37  million.  Infinity  Broadcasting,  with 
stations,  has  an  estimated  $322.5  million  in  1994  revenue. 


BARTER  DEALS  A  station  receives  a  show  for  no  cash  but 
gives  the  host's  syndicator  about  half  the  ad  time  within  the  s 
Both  the  radio  station  and  syndicator  sell  ad  time  for  a  given  | 
gram.  Stations  get  popular  national  programming  without  spei 
ing  cash.  Syndicators  get  quick  distribution.  The  risk:  that  a  gi 
host  won't  generate  enough  audience  to  attract  advertisers. 

• 

••••• 

SYNDICATORS/NETWORKS  They  provide  all  kinds  of  pn 
gramming,  not  just  talk  shows,  to  as  many  radio  stations  as  tl 
can.  Groups  include  ABC  Radio  Networks,  which  produces  Paul 
Harvey  and  The  Sports  Babe,  and  EFM  Media,  with  just  two  she 
Rush  Limbaugh  and  Dr.  Dean  Edell.  Westwood  One,  the  biggest 
syndicator  in  talk,  has  Don  Imus  and  G.  Gordon  Liddy. 


)  Grant  also  earns  big  bucks.  But 
n  the  list  drops  off  quickly.  Although 
stwood  One  Inc. — the  biggest  syn- 
itor  in  talk  with  15  shows — takes  in 
6  million  in  revenue,  only  a  portion 
that  comes  from  talk.  Says  Steven 
unan,  chief  executive  of  Premier  Ra- 
Networks  Inc.:  "There  are  a  few 
lificant  stars  and  a  lot  of  planets." 
Che  hard  fact  is,  radio  is  an  unusual- 
•ompetitive,  fractured  industry,  with 
f-e  losers  than  winners.  Tine,  the  cost 
loing  business  pales  next  to  television 
almost  every  respect.  And  a  well- 
i  station  can  easily  earn  margins 
ive  40%,  says  Michael  J.  Wolf,  part- 
'  at  Booz,  Allen  &  Hamilton  Inc.  The 
ipetition  in  radio,  however,  is  much 
re  acute — especially  on  the  am  band, 
ere  almost  all  talk  airs.  There  are 
irly  10,000  stations  in  the  U.  S.,  and 
st  cities  have  many  more  than  10  of 
m  vying  for  an  audience.  In  TV,  there 
usually  just  four  or  five  stations  to  a 
rket,  so  the  pie  can  be  divided  into 
^er,  more  lucrative  pieces, 
fames  Duncan,  who  publishes  statisti- 
reports  on  the  industry,  figni-es  only 
hird  of  all  radio  stations  eam  "sub- 
ntial"  profits,  better  than  20%.  An- 
.er  third,  he  says,  lose  substantial 
cunts.  Stations  on  am — which  over 
:  years  have  lost  most  of  the  music 
jiness  to  the  higher-fidelity  fm  band — 


THE  TALK  RADIO  EXPLOSION 


THOUSANDS  OF 
TALK  STATIONS 
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suffer  most.  According  to  Duncan,  half 
of  all  stations  are  am.  But  because  FM 
dominates  in  music,  it  pulled  in  75%  of 
the  industry's  $10.6  billion  in  1994  reve- 
nue. AM  stations  split  the  remaining 
25%,  but  not  evenly.  Big,  urban 
news/talk  stations  such  as  Chicago's  wgn 
collect  most  of  the  revenue,  while  many 
smaller  stations  go  begging. 

It's  easy  to  see  why  Rush  has  be- 
come am's  perceived  messiah.  His  popu- 
larity not  only  means  better  ratings  for 
almost  all  of  the  660  stations  that  cany 
him  but  it  has  heated  up  interest  in 
talk  radio — good  news  for  the  many  am 
stations  starving  for  listeners.  More- 
ovei\  his  nationwide  success  has  shown 


EMPERORS 
OF  BLAB 

Rush  and  Howard 
rule.  They  both 
get  income  from 
radio,  TV,  books,  and  promotion- 
al activity.  Rush  is  on  660  sta- 
tions, Stern  is  on  20  in  major 
markets.  Both  send  ratings  sky- 
high  but  also 
take  a  piece  of 
their  shows'  ac- 
tion. Nobody  else 
comes  close. 


DATA:  BUSINESS  WEEK,  DUNCAI^  S  RADIO  MARKET  GUIDE 


that  radio's  traditional  dependence  on 
local  j3rogi-amming  was  a  costly  anachirj- 
nism.  "Radio  stations  always  considered 
themselves  to  be  local,  local,  local,"  says 
EFM  Media  founder  Ed  McLaughlin,  the 
ex-ABC  radio  executive  who  discovered 
Limbaugh  in  Sacramento,  Calif.,  in  1988 
and  helped  nurture  him  to  fame.  "What 
Rush  was  doing  in  Sacramento  would  be 
successful  in  any  market.  All  I  did  was 
recognize  that." 

BARTER  UP.  Nowadays,  with  the  right 
host  01'  concept,  news  and  talk  radio 
can  generate  more  revenue  than  any 
format  on  the  dial.  Because  a  host  gen- 
erally earns  more  than  a  disk  jockey, 
talk  is  more  expensive  to  produce  than 
music.  But  since  advertisers  are  con- 
vinced people  actually  listen  to  talk  ra- 
dio rather  than  just  play  it  in  the  back- 
ground, they'll  pay  more  per  rating 
point  for  talk.  And  since  talk  shows 
more  easily  segue  into  commercials — 
which  are  often  read  by  the  host — they 
can  accommodate  more  spots  per  hour. 
The  bottom  line:  For  a  highly  rated 
host,  revenues  far  outweigh  costs. 

Rush  showed  that  syndication  can 
produce  a  double  benefit:  It  can  pro- 
vide a  local  station  with  a  nationally 
known  talk-show  host  for  less  cash  than 
it  would  cost  to  produce  a  comparable 
show  in-house.  The  alchemy  that  makes 
this  possible  is  called  bartei'  (table).  Un- 
der such  deals,  syndicators  give  stations 
ready-made  progTamming  in  return  for 
half  of  the  advertising  time  on  that 
show.  The  syndicator  then  sells  that 
time  to  advertisers. 
Stern  is  the  excep- 
tion to  this  foiTnula: 
Infinity  Broadcasting 
Corp.,  his  syndicator, 
collects  cash  exclu- 
sively. Rush  and  efm 
collect  both  a  fee  and 
ad  time.  But  the  ma- 
jority of  talk  syndi- 
cation deals  are 
sti'aight  baiter. 

Cheap  satellite 
technology  has 
helped  syndication 
take  off.  Since  the 
mid-1980s,  the  cost  of 
transmission  time 
has  dropped  by  moi'e 
than  half  as  digital 
compression  has 
boosted  signal  capac- 
ity. Receiver  technology  has  also  be- 
come cheaper,  meaning  more  stations 
can  afford  to  hook  up.  Foi'  a  syndicator, 
this  is  cracial.  The  name  of  the  game  is 
to  get  yoLU'  host's  show  on  as  many  sta- 
tions as  possible.  The  more  audience, 
the  more  you  can  charge  advertisers. 

Syndicators  come  in  all  shapes  and 
sizes.  The  two  most  successful  in  talk 
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The  machine  is 
nothing 

but  nuts,  bolts  and  chips 

until  infused  with 

ideas, 

thoughts, 

notions, 

that  come  to  it 

through  a  keyboard. 


TALK 


Together  with  a  Microsoft  Mouse 
that  instinctively  slows  the  cursor 
when  near  an  icon, 
that  knows  when  to  double-click, 
you  have  extensions  of  the  machine, 
of  the  software, 

that  fit  comfortably  beneath  your  hands 
That  connect  you 
to  a  mean,  lean, 
thinking 
machine. 


To  work  faster, 

to  work  seamlessly  with 

the  machine, 

you  need  a  keyboard  that  is  integrated 
with  Microsoft '  Windows,'' 
with  the  software  that  runs 
the  machine. 

The  Microsoft  Natural  Keyboard™ 

Launch  applications  and  files, 

select  menu  items 

(cut,  paste,  move,  insert), 

connect  to  a  network  server, 

move  the  cursor  automatically 

to  a  specific  word, 

to  a  command  button, 

with  special  keys, 

with  simple  keystrokes. 


Microsoft 

WHERE    DO  YOU   WANT    TU    GO  TODAY? 


5  Micfosoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademark,  and  Natural  Keyboard  and  Where  do  you  want  to  go  today' are  trademarks  of  Microsoft  Corporation,  Windows  is  a  registered  trademark  of  Microsoft 
ration  for  its  Windows  operating  system  products. 


Media 


ai-e  McLaughlin  and  Mel  Kai-- 
mazin — another  former  radio 
executive  turned  entrepren- 
eur. He  has  scored  big  by 
linking  Infinity,  the  nation's 
biggest  I'adio  station  owner  in 
terms  of  revenue,  with  West- 
wood  One.  Other  big  players, 
such  as  ABC  and  CBS,  own  lots 
of  stations  and  syndicate  all 
types  of  programming,  but 
they  aren't  deeply  committed 
to  talk.  Those  that  are — out- 
fits such  as  Salem  Radio  Net- 
work, which  syndicates  Oliver 
North,  or  Major  Broadcasting 
Co.,  which  does  Michael  Rea- 
gan— remain  relatively  small. 

Perhaps  the  smallest  talk 
syndicator  is  Cullum  Commu- 
nications Inc.  Its  principal 
owner  is  also  its  star:  Blan- 
quita  Cullum.  A  former  Bush 
Administration  aide  and  Texas 
TV  personality,  Cullum  started 
a  local  show  in  Richmond,  Va., 
and  lured  such  big-name 
guests  as  Phil  Gramm,  Bob 
Dole,  and  Robert  E.  Rubin. 
Then  she  decided  to  syndicate. 
Backed  by  a  wealthy  Virgin- 
ia car  dealer  and  Holly 
Coors,  of  the  beer  family, 
Cullum  bought  satellite  time 
and  has  launched  on  35  sta- 
tions. The  cost  runs  about 
$200,000  a  year,  and  she  isn't 
close  to  making  money.  "It's 
been  a  lot  of  work,"  says 
Cullum,  a  single  mother  of 
two.  "I  think  Mother  Teresa  has  a  bet- 
ter social  life  than  me." 
RICH  AND  POOR.  One  factoi'  creating  de- 
mand for  smaller  shows  such  as  Cul- 
lum's  is  a  recent  change  in  Federal 
Communications  Commission  ownership 
rules.  Since  1992,  owners  have  been  al- 
lowed two  AM  and  two  FM  stations  per 
market.  In  total,  they  can  own  20  of 
each.  This  has  created  a  situation  in 
most  cities  where  the  richest  stations 
own  some  of  the  poorest.  Because  talk 
is  hot,  they  will  reprogram  the  lesser 
station  to  that  format  and  sell  ads  on 
both  stations  as  a  package.  The  second 
station  doesn't  make  much  money,  but  it 
is  an  incremental  benefit. 

That's  the  case  in  San  Francisco, 
where  the  Capital  Cities/A ec  Inc.  outlet 
KGO  is  financing  weaker  sister  KSFO. 
Jack  Swanson,  the  progi-am  director  for 
both  stations,  has  been  using  a  50-50 
mix  of  local  talent  and  syndicated  hosts 
such  as  Litldy  and  Reagan  to  create  an 
ultraconservative  Hot  Talk  format  at 
KSFO.  In  liberal  San  Francisco,  it's  plen- 


MONEYTALKS  EFM's  McLaughlin 
nurtured  Limbaugh — and  helped 
wean  talk-radio  stations  from  their 
dependence  on  local  programming 


ty  controversial,  but  it  has  boosted  rat- 
ings fi'om  0.7  to  1.4  since  Januaiy. 

The  trade-off  is  that  hot  talk  is  some- 
times too  hot  for  advertisers.  For  all 
of  the  Breathe  Right  Nasal  Strip  sto- 
ries, most  blue-chip  mai'keter-s  are  reluc- 
tant to  be  associated  with  Limbaugh  or 
any  of  the  more  acerbic  hosts.  Media 
buyers  say  national  advertisers  such  as 
IBM  and  Philip  Morris  Cos.'  Maxwell 
House  will  advertise  but  only  ginger- 
ly—either by  going  into  the  show  spo- 
radically or  by  purchasing  time  around 
the  show,  hoping  to  catch  the  oveiflow 
audience.  Limbaugh,  most  agree,  is 
largely  responsible  for  the  rocket-like 
growth  of  Snapple  Beverage  Corp.,  an 
early,  dauntless  sponsor  of  his  show. 
"Rush  made  Snapple  what  it  is.  He 
gave  it  instant  brand  recognition,"  says 
Sam  Michaelson,  a  radio  buyer  for  Ze- 
nith Media.  "But  a  controversial  talk 
show  host  wiW  make  most  advertisers 
very  skittish." 

They  don't  have  to  look  far  for  rea- 
sons to  be  nei-vous.  After  Howard  Stem 


offended  most  of  the  Hispar 
community  with  his  dispara 
ing  remarks  about  the  mi 
dered  singer  Selena,  an  ad  f 
Quaker  Oats  Co.'s  Gatorai 
was  inadvertently  slipped  in 
his  show  for  one  day  on  keg 
FM  in  Dallas.  Gatorade  land(' 
on  a  boycott  list  and  had  i 
products  pulled  from  son 
shelves.  The  anti-Stern  fore, 
recogTiized  their  eiTor  in  sho 
or-der,  but  much  of  the  dar 
age  was  done.  Says  a  Quaki 
spokesman:  "This  reinforci 
the  idea  that  [advertising  ( 
talk  radio]  can  have  a  dow 
side." 

Oh,  but  the  upside.  That 
all  the  industry  can  focus  o 
Take  the  situation  in  Fresn 
Calif.  Limbaugh  hasn't  show 
his  face  at  Fresno's  annual  Di 
tohead  Barbecue  &  Political 
Incorrect  Picnic  since  199 
But  that  didn't  stop  9,500  fai 
from  flocking  to  the  event  (\ 
Apr  15.  Never  mind  the  to 
rential  rain  or  the  $4  ticki 
price  charged  by  sponsor  kj 
Talk  Radio.  What  self-respec 
ing  Rush  devotee  could  pa; 
up  the  Al  Gore  Tree  Huggir 
Contest  or  the  Miss  Ditto 
head  Beauty  Pageant? 

KMJ  Station  Manager  / 
Smith  certainly  wouldn't  mi; 
it.  Nobody  in  Fresno  has 
bigger  case  of  Rush  raptuiv 
Since  km.j  signed  Limbaug 
in  1990,  its  ratings  in  the  9  a.m.-nooi 
time  slot  have  shot  from  10%  to  229 
helping  boost  annual  revenues.  Whil] 
Smith  won't  discuss  profits,  the  12-po: 
ratings  rise  has  likely  produced  a  win 
fall.  "Rush  has  had  a  huge,  huge  i 
pact  on  our  bottom  line,  and  he  kno' 
it,"  says  Smith.  "That's  why  he  kee; 
raising  his  rates." 

In  radio,  such  stories  are  the  st 
dreams  are  made  of.  And  as  long 
America  keeps  demanding  talk,  syndid 
tors,  station  owners,  and,  reluctant!; 
advertisers  will  keep  dehvering.  Mos 
new  players  won't  be  getting  rich,  bu 
that  doesn't  seem  to  deter  them.  "It 
the  gi-eater  fool  theoi-y,"  says  ABC's  Kar 
tor  "There's  always  somebody  willin, 
to  tiy  to  turn  around  a  radio  station 
Rush  Limbaugh  is  proof  it  can  happe: 
But  guys  like  Rush  only  come  arouni 
once  in  a  blue  moon. 

By  Michael  Oneal,  with  Linda  Hi 
melstein,  in  New  York,  Judy  Temes  u 
Boston,  Eric  Schine  in  Los  Angelei 
and  bureau  reports 
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J_Jvei^  fifty-five  minutes  Old  Faithful  proves 
its  reliability.  Its  performance  record  is 
impeccable.  And  just  like  Old  Faithful,  our 


As  reliable a 
TosHitoa  copier. 


performance  is  tested  every  day,  but  in  a  more 
competitive  environment.  The  business  world. 

Every  second  of  eveiy  day,  Toshiba  products 
prove  their  reliability.  Outside  our  earthly 


in  the  natural  world 
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Kcliiihilil}  is  ciucinl  when  you 
do  business  at  22.',i00  miles. 


boundaries,  our  satellite  technology  enables 
billions  of  bits  of  information  to  be  transferred 
with  unbelievable  accuracy. 

In  banking,  our  ATM  machines  deliver 
millions  of  dollars  accurately  every  day  without 
shortchanging  the  customer  or  the  bank. 
So  it  should  come  as  no  suiprise  that  our  copiers  and  fax  machines 
ave  what  it  takes  to  ensure  that  your  business  runs  1 . 

smoothly  and  efficiently.  

In  fact,  we  re  so 
dependable  that  the 


I'cople  trust  Toshiba  A  Ws 
with  llteir  money  every  day. 


Business  Teclinology 
Association  has 
lamed  us  the  most  reliable  copier  line  in 
sjiierica.  But  don't  take  our  word  for  it.  Call 
800)  GO-TOSHIBA  and  see  for  yourself 
vhat  Toshiba  reliability  is  all 
ibout.  Once  you  do,  you'll  be 
aithful  for  life. 


In  Touch  with  Tomorrow 

TOSHIBA 
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If  you  had  a  boat 
as  fast  as  America^  you'd  put 
a  Corvette  logo  on  it,  too. 


The  1995  Corvette  is  the  official  car  of  America! 

Winning  the  America's  Cup  doesn't  come  easy.  It  takes  tech- 
nology, talent  and  teamwork.  And  lots  of  it.  The  same  dedication 
goes  into  producing  one  of  the  most  sophisticated  and  powerful 
sports  cars  in  the  world. 

That's  why  at  Chevrolet,  we're  proud  Corvette  is  the  Official 
Car  of  America!  And  as  she  sets  sail  to  capture  sailing's  most 
coveted  prize,  we're  behind  her  all  the  way  with  our  support,  our 
best  wishes,  and  of  course,  our  Corvette  insignia.  Because  you 
never  know,  it  just  might  make  America^  a  little  faster. 

ZZj"^  Genuine  Chevrolet™ 


Tolet,  the  Chevrolet  Emblem,  Corvette  and  the  Corvette  Emblem  are  registered  trademarks  of  the  CM  Corp.  ©1995  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 
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Finance 


SECURITIES  FIRMS 


LEHMAN  BROTHERS: 
FREE  AT  LAST 

Independent  again,  the  firm  is  out  to  restore  its  once-hallowed  name  and  business 


St! 

niche  players  as  Donaldson,  Lufkin 
Jenrette,  which  thrive  by  targeting 
few  smaller  businesses.  "Without  a  lej 
ing  position  abroad  or  the  deep  pockt 
of  some  of  their  competitor's,  it  remai 
to  be  seen  what  theit*  comparative  advj 
tage  will  be,"  says  Samuel  L.  Hayes  I 
a  professor  of  investment  banking 
Harvard  business  school. 

Fuld  says  Lehman's  size  isn't  a  pre 
lem  since  it's  "not  tiying  to  be  all  thin 
to  all  people.  We  v/ant  to  be  the  premi 
investment  bank  sei-ving  om-  clients  g. 
bally.  For  the  clients  we're  targetir 
we  want  to  be  then-  top  1  or  2  banke 

'1 


When  Richard  S.  Fuld  Jr.  made 
his  first  majoi-  tiip  to  Israel  in 
Apiil,  he  was  inspii'ed  by  the 
spiiit  of  the  people.  Despite  the 
hardships,  there  was  a  feeling  of  team- 
work, recalls  the  chief  executive  of  Leh- 
man Brothers  Inc.  "It  was  a  wondeifiil 
sense  of,  'We  ai-e  all  in  it  together.'  Tliat's 
the  guts  of  oui-  cultui'e." 

Just  one  year  aftei'  Lehman  Bi'others 
was  spun  off  by  American  Express  Co., 
Fuld  is  mobilizing  a  lot  of  teamwork.  His 
goal  is  to  rebuild  Lehman  so  that  it  vdll 
succeed  as  an  independent  fuTn.  He  has 
cut  $182  irullion  in  costs  so  far  this  year, 
and  axed  1,000  employees  since  early 
1994.  Fuld  wins  high  marks  from  out- 
siders as  a  strong  manager.  Lehman 
shai'es  have  risen  fi-om  14  at  the  stait  of 
the  yeai'  to  its  cun-ent  20  (table).  Fuld 
and  his  top  lieutenants  have  been  buying 
Lehman  stock  over  the  past  few  months, 
a  vote  of  confidence  in  the  fiiTn's  futui-e. 

Despite  the  progress,  it  is  still  far 
fi'om  clear  whether  Fuld  will  be  able  to 
pull  it  off.  Lehman  is  still  working  to 
overcome  its  past,  particularly  its  10 
years  as  a  part  of  American  Express 
and  Shearson,  AmEx's  brokerage  unit. 
Until  a  year  ago,  Lehman  had  been  suf- 
fering ft'om  a  series  of  i-econfigurations 
and  management  changes,  and  lacked  a 
focused  strategy.  Lehman  does  have  a 
commanding  position  in  the  bond  busi- 
ness, mainly  trading  bonds  for  customei's. 
But  it  is  still  tiying  to  develop  the  set  of 
well-rounded,  high-margin  capabilities 


44For  the  clients 
we're  targeting, 
we  want  to  be  their 
top  1  or  2  banker 


that  are  required  for  success  in  invest- 
ment banking.  One  glaring  example: 
While  competitor  aggi'essively  expanded 
globally  dming  Wall  Street's  fat  years 
in  the  eai'ly  1990s,  Lehman  concentrated 
on  domestic  markets  and  still  lacks  a 
major  presence  overseas. 
HIGH  STAKES.  Lehman  has  another  h- 
ability:  its  in-between  size.  Without  a 
major  presence  not  only  in  foreign  mar- 
kets but  in  some  domestic  markets,  the 
fii'm  lacks  the  resoui'ces  and  overall  heft 
of  a  Merrill  Lynch,  Morgan  Stanley,  or 
Goldman  Sachs.  Yet  it  is  saddled  with 
costs  that  make  it  far  bigger  than  such 
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~~  RICHARD  S.  FULD  JR. 
,ehman  Brothers  Holdings  Inc. 
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I he  stakes  are  high.  If  Lehman  can't 
•come  these  drawbacks,  it  could  be 
fht  up  in  the  wave  of  financial  consol- 
ion  and  ii'onically  end  up  right  back 
j  re  it  was  a  year  ago:  as  a  division  of 
I  rger  financial  institution. 

he  old  Lehman  Brothers  of  the 
:  )s  was  one  of  the  proudest,  most 
erful  fii-ms  on  Wall  Street.  Its  decline 
I  in  in  1984,  when  Lehman  was  ripped 
j  rt  by  a  bitter  feud  between  its  in- 
j  ,ment  banker's  and  traders.  The  trad- 
j  won,  but  Lehman  was  so  weakened 
I  ;  it  sold  itself  to  American  Express, 
i  part  of  AmEx,  Lehman  undei-went  a 
ying  number  of  name  changes  and 
lagement  crises.  Shearson  and  Leh- 
1  first  tried  to  combine  as  one  unit, 
gd  Shearson  Lehman  Brothers  Inc., 
:r  Shearson  Lehman  Hutton  Inc. 
mnd  1990,  Lehman  and  Shearson 
•e  split  apart,  reviving  the  Lehman 
ithers  name. 

'Yom  1990  to  1993,  Fuld  and  J.  Tomil- 
HjU,  a  high-profile  mergei"s-and-acqui- 
3ns  banker,  shared  the  CEO's  job  of 
Lehman  Brothers  division.  But  in 
3,  AmEx  sold  Shearson  to  Ti-avelei-s 
.  This  left  Lehman  abruptly  shoni  of 
prosperous  asset-management  divi- 
:  and  its  9,000  Sheai'son  r-etail  bro- 
s,  which  were  a  valuable  distribution 


nan's  Stock  Price  is  Up... 


 I  L_l  I  I  I  I  I  I  I  I'll 

MAYS 

:  Margins  Remain  Low... 


I  STEARNS 
MON  BROTHERS 


nrnnns^^^^^H  operating 

PROFIT 

^n^H^^H  MARGINS 

FIRST  QUARTER 

ilBSH  ^^^^  I 

8  16  24 

ENT 


nd  Returns  are  Anemic 


MERRILL  LYNCH  j 

;turn 

EQUITY 

SMITH  BARNEY  J 

1994 

^^^^^^ 

LEHMAN  BROS. 

SALOMON  BROTHERS 

0 

1 

10  20 

;ent 

iMBERG  FINANCIAL  MARKETS,  MOODY'S  INVESTORS  SERVICE 


LiiiMAN'SlWGGESt 
CHALLENGES 

INCREASE  PROFITABILITY 

Lehman  must  build  up  high-margin 
businesses  such  as  derivatives, 
high-yield  bonds,  and  emerging- 
market  securities. 

REBUILD  EQUITY  RESEARCH 

The  ranking  of  Lehman's  once-pre- 
eminent research  unit  has  fallen 
from  first  place  to  ninth. 

GLOBALIZE  Lehman  lacks  a  major 
presence  in  most  foreign  markets. 

DATA;  BUSINESS  WEEK 

system  for  Lehman's  undei-writing  deals. 
AmEx  then  axed  Hill  and  left  Lehman 
without  a  CEO  for  months  before  Fuld 
was  promoted  to  ceo.  Finally,  in  May, 
1994,  AmEx  pumped  $1.1  billion  into 
Lehman  and  spun  it  off. 

There's  httle  doubt  that  Lehman  now 
has  a  strong  management  team.  Fuld, 

49,  and  President  T.  Chiistopher  Pettit, 

50,  both  Lehman  veterans,  have  been 
busy  reshaping  the  firm.  Fuld,  a  talented 
bond  trader  who  eamed  his  MBA  from 
New  York  Univereity  at  night,  has  quick- 
ly gTowii  into  the  job  of  chief  executive. 
A  direct,  no-nonsense  leader,  Fuld  acts  as 
Mr.  Outside.  Pettit,  a  West  Point  gi'ad,  is 
Mr.  Inside,  who  runs  the  fiiTn  day  to  day. 
Both  ai'e  strongly  committed  to  Lehman: 
They  receive  66*%  of  their  pay  in  stock. 
And  they  have  remained  in  modest  offic- 
es rather  than  newer,  more  sumptuous 
digs  that  ai'e  removed  fi'om  the  troops.  "I 
like  the  people  at  the  top.  They  ai'e  high 
quahty,"  says  Jack  J.  Byrne,  a  Lehman 
advisoiy  director  and  shareholder. 

Lehman  has  avoided  the  compensa- 
tion disputes  that  have  plagued  other 
fiiTns  such  as  Salomon  Brothers  Inc.  One 
reason  is  that  only  6%  of  Lehman's  reve- 
nues come  from  j^roprietaiy  trading,  ac- 
cording to  Pettit.  Paying  a  handful  of 
proprietary  ti-adere  a  chunk  of  theii-  huge 
profits  is  a  recipe  for  infighting.  To  keep 
employees  focused  on  teamwoi-k  and  help 
Lehman  win  all  of  a  customer's  business, 
the  firm  has  a  "one  fuTn,  one  profit  and 
loss"  approach.  It  has  a  single  bonus  pool 
and  shuns  special  pay  deals  with  star 
peifoiTners.  "We  just  can't  have  people 
paid  that  way  here,"  says  Pettit.  "The 
cultm-e  has  to  be  a  team." 

But  Lehman  is  still  gi-appling  with  its 
basic  strategy.  It  has  an  enviable  fi'an- 
chise  as  the  No.  2  undei-wiiter  of  all  debt 
issued  by  U.  S.  companies  in  1994,  ac- 
cording to  Securities  Data  Co.  It  is 
ranked  No.  2  in  mortgage-backed  secm*- 
ities.  But  these  ai'e  lower-margin,  com- 
modity businesses  that  need  to  be  supple- 
mented by  higher-mai-gin  areas,  such  as 
derivatives  and  foreign  exchange.  "They 


are  late  staiters  in  so  many  of  these 
high-margin  ai'eas,  it  puts  them  at  a  dis- 
advantage," says  Haig  J.  Nargesian,  a 
senior  analyst  at  Moody's  Investors  Ser- 
vice Inc.,  which  just  downgi-aded 
Lehman.  Fuld  disagi'ees.  "Derivatives, 
foreign  exchange,  and  high  yield  are  a 
huge  percentage  of  our  business,"  he 
says,  adding  that  20%  of  1994  revenues 
came  from  derivatives  alone. 
NEW  SPIRIT.  Lehman  also  has  to  revive 
its  equity  business,  where  it  is  No.  5  in 
global  equity,  according  to  SDC.  One  key 
to  getting  eciuity  assignments  is  good 
equity  research.  But  Lehman's  equity 
department  is  in  shambles.  In  1994, 
Lehman's  ranking  in  Institutio7ial  hives- 
tor's  poll  plummeted  to  No.  9,  after  being 
No.  1  thi'ee  yeai"s  in  a  row  in  the  early 
1990s.  One  reason:  Lehman's  cost  cuts, 
which  reduced  the  number  of  analysts 
from  71  in  1993  to  58  today.  CuiTently, 
Lehman  has  no  analyst  covering  major 
phaiTnaceutical  companies  or  the  media. 
"I  keep  hearing  we  lost  the  business  be- 
cause we  couldn't  offer  the  research 
coverage,"  says  one  managing  director. 

Pait  of  the  problem  in  these  units  is 
the  general  feeUng  that  they  are  unim- 
portant because  of  the  fuTn's  strong  bias 
toward  bonds,  say  several  Lehman  man- 
aging director-s.  The  finri  is  tightly  nm  by 
two  guys,  Fuld  and  Pettit,  who  spent 
theu'  careers  in  the  bond  business  and 
who  have  promoted  their  loyal  fixed-in- 
come inner  circle  to  head  equity  and  oth- 
er departments.  "Equity  is  a  stepchild. 
Fixed-income  i-ules  the  roost,"  says  an- 
other Lehman  managing  du-ector.  Fuld 
says  the  fiiTn  has  "a  lot  of  work  to  do"  in 
equities — and  it  is  not  biased.  "We're 
looking  for  good,  talented  people,"  Fuld 
insists.  "Backgi'ounds  don't  matter." 

It's  deal-  that  a  new  Lehman  is  slowly 
taking  shape.  Many  depaitments  ai'e  hii'- 
ing  senior  people,  who  are  renovating 
fi'om  the  gTound  up.  Foi'  example,  last 
July,  Fuld  liii'ed  a  Morgan  Stanley  &  Co. 
veteran,  Robert  Lunn,  to  rebuild 
Lehman's  cacb'e  of  350  brokere  who  cater 
to  the  veiy  affluent.  Limn  dismissed  100 
top  brokers  last  year  and  hired  30  top- 
notch  brokers  from  cs  Fu'st  Boston  and 
Salomon  Brothere  in  recent  months.  The 
restaffing  has  resulted  in  a  rise  in  aver- 
age amiual  cominissions  per  broker  fi'om 
$500,000  to  $1  million.  Similai'  efforts  ai-e 
under  way  in  equities,  merchant  banking, 
high  yield,  and  in  Asia. 

But  perhaps  the  best  achievement  is 
the  new  spirit  that  pervades  the  firm, 
engendered  by  release  from  what  most 
Lehmanites  considered  indentm-ed  ser- 
vitude at  AmEx.  Lehman  officials  say 
privately  they  ai'e  strongly  opposed  to  a 
sale.  Yet  Lehman  will  have  to  move  fast 
to  avoid  a  retui-n  to  what  it  has  tried 
hai'd  for  so  long  to  escape. 

By  Leah  Natlians  Spiro  in  New  Yar-k 


lour  customer  data  has 
never  really  given  you  a  clear 
picture  of  your  customer. 
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Announcing  The  Open  Parall 


Decision  support  is  one  promise  of         practical  technology  to  make  large- 


information  technology  that  has 
never  been  fully  realized.  Its  aim 
is  to  help  you  uncover  trends 
hidden  in  your  databases,  so  you 
can  manage  information  to  satisfy 
customers  and  compete  more  vigorously. 
Unfortunately,  there's  been  no 
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scale  decision  support  possible. 
Companies  that  have  tried 
haven't  offered  much  beyond 


some  hardware  and  a  handshake. 


But  now,  Unisys  presents  the 
most  comprehensive  decision  support 
solution  in  the  industry.  It's  built  around 


the  Open  Parallel  Unisys  Server  fOPUS)- 
a  joint  Unisys  and  Intel  initiative  in  sea 
able  parallel  processing.  And  it  can  help 
you  CUSTOMERIZE  your  organization 
to  be  more  responsive  to  those  you  serve 
OPUS  breaks  through  the  barriers 
that  have  kept  parallel  processing  from 
being  commercially  practical.  It's  UNIX 


ly.'^j  Unisys  Cdrpuratioii  Oracle  is  a  registered  trademark  of  Oracle  Corpuratiun  Red  Bnck  is  a  registered  trademark  of  Red  Brick  Syst(?ms  The  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation 


ntil  now. 
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lisys  Server  For  Decision  Support. 


lentium 


based  for  openness, 
and  offers  unsurpassed 
database  independence, 
with  easy  growth  and 
pplication  portability. 

OPUS  supports  databases  from 
'racle,  Red  Brick  and  other  leaders.  Plus, 
lere's  already  a  portfolio  of  applications 


to  make  decision  support  an  instant 
reality  for  key  industries.  And  to  deliver  a 
complete  solution,  Unisys  is  deploying  a 
new  service  team  dedicated  to  decision 
support  consulting  and  implementation. 

UNiSYS 


To  receive  your  OPUS  informa- 
tion, contact  us  on  the  Internet  at 
http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  219.  Because 
once  you  can  manage  information 
instead  of  just  process  data,  you'll  get  a 
clearer  picture  of  what's  really  important 
to  your  success-your  customer. 


Finance 


COMIVIENTARY 

By  Geoffrey  Smith 


YOU  SHOULD  KNOW  WHAT  YOUR  FUND  MANAGER  IS  MAKING 


Investors  pour  millions  of  dollars  a 
day  into  mutual  funds,  but  they 
do  so  without  one  piece  of  critical 
information:  How  are  fund  manag- 
ers paid?  For  decades,  the  Secur- 
ities &  Exchange  Commission  has 
required  public  companies  to  reveal 
CEO  pay — but  that  doesn't  extend  to 
mutual  funds.  Now  that  the  funds 
hold  more  than  $2  trillion  of  the 
public's  money,  new  questions  are 
being  raised  about 
why  fund  companies 
should  be  exempt 
from  disclosing  how 
much  they  pay  port- 
folio managers. 

Regulators  have 
long  been  concerned 
about  rising  fees  lev- 
ied on  fund  investors. 
But  they  have  never 
focused  on  the  small 
part  of  fees  that  goes 
toward  compensating 
poitfolio  managers. 
Some  fund  experts 
and  compensation 
specialists  say  that 
bonus  incentives  have 
become  such  an  im- 
portant tool  to  at- 
tract and  motivate 
fund  managers  that 
compensation  should  be  disclosed  as 
a  way  for  investors  to  evaluate  fund 
managers — much  as  shareholders  in 
public  companies  are  told  what  the 
CEO  makes.  "Considering  how  much 
money  is  in  mutual  funds  today,  it's 
sui-prising  no  one  knows  how  manag- 
ers are  paid,"  says  Alan  Johnson, 
president  of  compensation  consultant 
Johnson  Associates  in  New  York. 
EXTRA  RISK?  For  sure,  pay  for  per- 
foiTnance  is  an  excellent  way  to  moti- 
vate managers.  But  some  incentive 
programs  may  come  into  conflict  with 
an  investor's  interests.  For  example, 
there  ai*e  funds  that  place  a  heavy 
emphasis  on  short-term  results — 
with  up  to  80%  of  a  manager's  annu- 
al pay  coming  from  one-year  perfor- 
mance. A  high-risk  investor  might  go 
with  such  a  fund,  but  it  makes  little 
sense  for  an  investor  with  a  long- 
term  horizon. 

At  Fidelity  Investments,  most 


managere  receive  bonuses  based  on 
the  rolling  three-year  performance  of 
theii'  fund,  which  encourages  long- 
term  results.  But  soui'ces  say  at 
least  six  of  Fidelity's  top  managers, 
including  Jeffrey  N.  Vinik,  who  runs 
the  $40  billion  Magellan  Fund,  have 
bonus  an'angements  potentially 
worth  millions  if  they  meet  certain 
performance  goals  and  if  the  finn's 
profits  are  strong.  Fidelity  won't 


Bonus  Fever 

Mutual-fund  companies  use  many  methods  to  calculate  bonuses 


SHORT-TERM 
RESULTS 

LONG-TERM 
RESULTS 

PERFORMANCE 
FEES 

MARKETING 

COMPANY 
PROFITS 

DISCRETIONARY 


Compensation  may  be  based  on  one-year  performance 
against  a  benchmark  index  such  as  the  S&P  500. 

Similar  to  short-term,  but  uses  rolling  three-  or  five- 
year  returns  and  compares  them  with  a  benchmark. 

Large  portion  of  managers'  bonus  comes  from  the 
performance-based  fees  collected  from  fund  assets. 

Bonus  may  reflect  the  fund's  asset  growth.  This  may 
induce  managers  to  publicly  promote  their  funds. 

Bonus  is  based  on  profits  of  the  management  company 
or  those  of  a  group  of  funds. 

Management  company  uses  subjective  criteria  to  evaluate 
manager's  contribution  to  firm. 


DATA  BUSINESSWEEK 

comment  on  the  compensation  of  in- 
dividual managers,  but  investors 
might  ask:  Which  managers  have  the 
best  deals,  and  might  those  bonus  ar- 
rangements be  stiTictured  in  such  a 
way  that  it  could  lead  the  manager 
to  take  extra  risk  as  the  plan  comes 
up  for  renewal? 

Bonus  plans  at  other  firms  some- 
times include  equity  in  the  firm — a 
favorable  sign,  say  fund  watchers, 
since  the  manager  is  likely  to  have  a 
long-term  outlook.  Firms  that  don't 
have  ownei'ship  arrangements  "tend 
to  pay  up  for  portfolio  talent  and 
put  on  an  enormous  amount  of  pres- 
sure for  a  big  hit,"  says  James 
Berns,  a  recruiter  for  Kom/Ferry 
International.  Other  bonus  plans  en- 
courage managers  to  market  their 
funds  by  focusing  on  asset  growth, 
which  might  prompt  a  manager  to 
spend  time  on  promotion  that  should 
be  spent  on  investment. 


Manager  pay  is  such  a  closely 
guarded  secret  that  most  fund  direc- 
tors are  not  infoi-med  of  how  manag- 
ers are  paid,  fund  lawyei-s  say.  Direc 
toi's  oversee  contracts  that 
determine  shareholder  fees,  but  they 
rarely  review  specific  compensation 
packages.  Says  Johnson:  "If  directors 
of  mutual  funds  don't  pay  attentioji 
to  how  much  people  are  paid,  they're 
missing  the  point.  Tliey  should  know 
^""■■iii"^""  what  the  reward 

structure  is  and  what 
kind  of  chances  [man- 
agers] might  take." 
TOUGH  FIGHT.  The 
SEC  has  been  gradual- 
ly requiring  more  dis- 
closure ft'om  the  tra- 
ditionally secretive 
fund  industiy.  In  re- 
cent years,  it  has  re- 
quired funds  to  actu- 
ally name  the 
individuals  who  man- 
age funds  and  also  to 
disclose  directors'  pay. 
But  portfolio-manager; 
compensation  has  not 
yet  appeai'ed  on  the 
agency's  radar  screen, 
says  an  sec  source. 

Jon  Fossel,  CBO  of 
Oppenheimer  Manage- 
ment Corp.  and  chairman  of  the  In- 
vestment Company  Institute,  the 
fund  industry's  main  trade  organiza- 
tion, admits  that  "it's  hard  to  argue 
that  investors  shouldn't  be  able  to 
know  how  managers  are  paid,"  par- 
ticulaiiy  when  a  bonus  plan  includes 
significant  short-term  incentives.  But 
he  suggests  that  fund  companies  ; 
would  fight  any  new  disclosure  rules  ^ 
on  compensation.  What  really  mat- 
ters, he  says,  are  fees  and  perfor- 
mance. A  manager's  pay,  he  argues 
is  a  "highly  sensitive"  and  competi- 
tive piece  of  information. 

There  was  a  time  when  public 
companies  made  much  the  same  ar- 
gument. But  just  as  the  regulators 
did  before,  they  may  again  have  to 
consider  whether  to  put  investors' 
concerns  ahead  of  the  managers'. 


Boston  correspondent  Smith  coveri. 
mutual  funds 
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If  you  thin  you  can  take  your  time 
going  t  market,  think  again. 

In  today's  volatile  business  environ  nt,  yesterday  is  ancient  his- 
ov)'.  Succeeding  in  the  modern  marketplact  takes  speed.  It  takes  agility 
it  takes  GE  Information  Semces. 

GE  Information  Semces  can  help  '  on  integrate  your  suppliers, 
manufacturers,  distributors  and  customers  so  that  you  can  respond  to 
fom  market  in  minutes  instead  of  days  or  veeks.  In  supply  chain  man- 
agement, cash  management,  marketing  and  sales,  we  show  you  how  to 
increase  productivity  and  save  time — the  ti  iie  you  need  to  keep  a  step 
ahead  of  your  competition. 

At  GE  Information  Semces,  our  b'  siness  productivity  solutions 
enhance  the  fitness  and  sunival  skills  of  soi  e  of  the  world's  best-known 
companies.  In  a  rapidly  evolving  marketpla  we  give  you  the  edge  you 
need  to  prevail. 

Productivity.  It's  Au  We  Do.  GE  Information  Services 


For  more  informal i'     call  1-800-560-GEIS,  or  write  GE  Information  Services, 
MC07F1, 401  N.  Washington  St ,    'ch-ilie,  NID  20850.  Find  us  on  the  Internet  at  http;//wwv.ge.com/geis. 


Did  you  knowl 


RAYTHEON  IS  A  WORLD  LEADER  IN  GENERAL  AVIATION.  With  legend 
names  like  Beech  and  Hawker,  Raytheon  provides  business  and  regional  aircraft  to  peop 
around  the  globe.  Add  this  to  our  track  record  in  military  aviation,  and  the  result  can 


Raytheon  offers  the  broadest  line 
of  aircraft  in  the  industry. 


i 


nmed  up  in  one  word:  performance.  It's  what  enables  Raytheon  to  not  only  succeed, 

.  thrive  in  fiercely  competitive  global  markets.  Raytheon.  Commercial  and  defense 

ctronics,  engineering  and  construction,  aircraft,  and  appliances.  Raytheon 

Expect  great  things 


Finance 


FINANCIERS 


BORIS  JORDAN: 
MADE  MOSCOW: 


THE  MAN  WHO 
S  MARKET 

For  an  encore,  he  aims  to  create  his  own  Russian  bank 


When  Victor  Paul  first  met  Boris 
Jordan  in  Moscow  in  1992,  both 
were  novice  investment  bankers 
helping  the  Russian  government  sell  off 
thousands  of  state  enteiprises.  One  day, 
recalls  Paul,  who  cuiTently  heads  Mor- 
gan Gi'enfell  &  Co.'s  Moscow  operations, 
"Boris  asked  me  why  I  wasn't  trading 
equities.  I  told  him  the  market  wasn't 
developed  enough  yet.  You  know 
what  Boris  said?  He  said  he  wanted  to 
create  the  market,  not  wait  for  it  to 
develop." 

That's  just  what  happened.  In  his 
three  years  with  cs  First  Boston  in 
Moscow,  the  tall,  chemb-faced  Jordan, 
now  only  28,  practically  built  the  Rus- 
sian equity  market  from  scratch.  While 
other  big  foreign  investment  banks 
shied  away,  he  created  securities  fi'om 
the  assets  of  Russian  companies  and 
mai'keted  them  to  foreign  buyers.  Last 
year,  csfb  attracted  $1.2  billion  of  the 
$1.8  billion  of  foreign  investment  in  Rus- 
sian equities. 

Now,  Jordan  once  again  is  moving 
ahead  of  the  curve.  On  May  4,  he  an- 
noimced  he  was  leaving  cs  Fii'st  Boston 
to  create  a  new  investment  banking  and 
secmities  ftrm,  together  with  a  Russian 
partner  With  foreign  investors  avoid- 
ing emerging  markets  like  Russia  in  the 
wake  of  the  tui-moil  in  Mexico,  Jordan  is 
going  after  a  big  new  customer  base: 
the  Russian  investor.  Says  Jordan:  "Rus- 
sians are  using  the  international  'quiet 
period'  to  grab  hold  of  assets." 
LEGEND.  Jordan  hopes  to  take  advan- 
tage of  this  shift  by  setting  up  an  indig- 
enous operation.  Russian  investors  pre- 
fer doing  business  with  other  Russians. 
Jordan  also  believes  domestic  rather  than 
foreign  banfe  will  dominate  Russia's  cap- 
ital markets. 

His  backgi'ound  gives  him  a  huge  ad- 
vantage. The  grandson  of  Russian  aris- 
tocrats who  fled  the  Bolsheviks,  Jordan 
was  raised  in  Sea  Cliff,  N.  Y.,  a  close- 
knit  ethnic  community  where  he  studied 
Russian  on  Saturdays  and  worshipped 
at  an  onion-domed  Russian  Orthodox 
church.  As  a  New  York  University 
undergraduate  in  the  1980s,  he  majored 
in  U.  S.-Russian  studies. 


JORDAN:  On  his  oimi 


A  Whiz  Kid's 
Resume 


Right  after  college, 
he  joined  Kidder,  Pea- 
body  &  Co.  and  learned 
how  to  securitize  as- 
sets. Later,  he  joined 

GPA  Group  PLC,  a  finan-  .    ^      n^■te\^v   ^ 

cial  gi-oup  involved  with    .^e^^I^ri^A^.^A^-^J!^^^^  of  a  banking  conso 

aircraft  leasing.  Along  EDUCATION:  New  York  Univer- 
the  way,  he  picked  up  a    gity,  B.A.  in  Russian-U.S.  Studies 


AGE:  28 

BACKGROUND:  Ethnic  Russian 


when  others  remained  wary.  "You  ca 
argue  with  the  results,"  says  Bema 
Sucher,  managing  director  of  Moscc 
brokerage  Ti'oika  Dialog,  "csfb  has  h 
an  extraordinary  impact  on  the  Russi 
market." 

Jordan's  departure  is  a  big  blow  i 
CSFB.  Last  year,  Russian  investme 
banking  and  trading  produced  almc 
$100  million  in  revenues,  nearly  half 
csfb's  profits.  Leaving  to  work  wi 
Jordan  are  Stephen  Jennings,  an  expe 
enced  investment  banker  who  was 
head  of  csfb's  Moscow  office,  and  Ant 
Kudrashov,  the  fii'm's  top  Russian  tras 
er.  Other  bankers  in  csfb's  90-perS' 
Moscow  office  may  join  the  exodi 
There  is  also  talk  that  Rudloff,  who  k 
cs  First  Boston  in  1994  to  sta 
his  own  investment  boutique  in  Lo 
don,  could  join  Jordan  and  his  Russi; 
partner. 

NATIVE  STRENGTHS.  Jordan  expects  fc 
eign  investors  to  remain  \eery  of  Russ 
until  after  parliamentaiy  and  Preside 
tial  elections  in  late  1995  and  eai'ly  19i; 
But  he  believes  that  Russians,  who  ha' 
traditionally  held  their  $12  billion  wor 
of  savings  in  dollars,  will  get  more  inte 
ested  in  stocks  now  that  inflation 
dropping,  the  mble  has  stabilized,  ai 
the  dollar  has  weakened.  When  foreig 
ers  do  return  to  Russia,  he  plans  to  e 
ploit  that  market. 

Jordan  is  mum  aba 
his  partner's  identit 
but  Moscow  broke: 
expect  him  to  join  for 
es  with  one  of  Russia 
top  commercial  bank 
High  on  the  list  is  U: 
eximbank,  the  lead( 


grounding  in  emerging 
markets  and  valuable 
contacts  among  institu- 
tional investors.  In 
1992,  Hans-Jorg  Rud- 
loff, who  started  up 
csfb's  East  European 


EARLY  JOBS:  Project  finance 
at  Kidder  Peabody,  emerging 
market  asset  securitization  at 
GPA  Group 

POSITION  AT  CSFB:  Managing 


tium  that  has  propose 
lending  the  govenimei 
$2  billion  in  exchanj 
for  control  over 
number  of  Russia's  tc 
privatized  companies. 

Jordan  says  th; 
Russian  banks  are  sir 
ply  following  the  exan 


.orn.         ^uxui^cau    director in chaTgc of Moscow office  ^----^^^ 
and  Russian  busmess-   _   pie  of  J.  P.  Morgai 


LIFE  AFTER  CSFB:  Starting 
his  own  investment  firm 

DREAM:  Expanding  Russia's 
new  capital  markets 
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es,  recruited  him  for 
Moscow. 

There,  he  became 
something  of  a  legend. 
When  he  launched 
csfb's  tr-ading  business 
in  mid-1993,  he  had  never  traded  a  stock 
or  bond.  But  by  1994,  when  the  Rus- 
sian market  took  off,  csfb  was  handling 
more  than  60%  of  the  deals.  Rival  bro- 
kers say  Jordan's  inexperience  was  a 
blessing  in  disguise,  allowing  him  to  push 
lai'ge-scale  Western  investment  at  a  time 


which  made  a  fortur 
at  the  turn  of  the  cei 
tury  snapping  up  an 
restinctiuing  America 
industrial  assets.  Th 
banks  are  likely  t 
shape  the  next  phase  in  the  Russia 
markets'  matuiity  as  local  investors  gf 
in  on  the  action.  If  past  is  prologaie,  Jo] 
dan  won't  wait  for  the  trend  to  develo] 
His  home-grown  bank  will  make  : 
happen. 

By  Patricia  Kranz  in  Mosca 
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BY  GENE  G.  MARCIAL 

UNIVERSAL  HEALTH: 
A  SPREADING  GLOW 

Anybody  who  thinks  the  hospital  busi- 
ness is  in  poor  health  should  talk  to 
Alan  Miller,  the  upbeat  ceo  of  Univei-sal 
Health  Services  (UHS).  Business  has 
been  so  good  that  Universal  has  ac- 
quired five  hospitals  in  the  past  six 
months.  No  wonder  big  investors  have 
stayed  with  the  hospital-management 
company.  UHS  shares  have  moi'e  than 
doubled  since  mid-1993,  climbing  from 
12  to  26  on  May  9.  Fidelity  Manage- 
ment is  the  largest  stakeholder  with 
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EARNINGS 
PERSNARE 

1996  Est 

$2.70 

1995  Est 

$2.33 

1994 

$2.02 

1993 

$1.71 

1992 

$1.43 

A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  FIRST  CALL  CORP 

11%.  Another  influential  holder:  global 
investor  George  Soros,  with  4%. 

What's  behind  Universal's  appeal? 
"It's  just  plain  cheap  for  what's  going  on 
in  its  business,"  says  one  investor.  Adds 
Todd  Richter,  an  analyst  at  Dean  Witter 
Discover:  "Compared  with  the  other 
hospital-management  companies  we  fol- 
low, UHS  remains  inexpensive."  Richter 
is  impressed  with  its  solid  balance  sheet, 
strong  cash  flow,  and  book  value  of  $20 
a  share.  Based  on  Richtei-'s  1995  earn- 
ings estimate  of  $2.35  a  share,  the  stock 
is  timling  at  a  piice-eamings  ratio  of  11. 
The  hospital  gi-oup's  p-e  i-anges  from 
10  to  23. 

One  New  York  mutual-fund  manager 
believes  UHS  has  received  feelers  on  a 
buyout  or  merger  offer  from  several 
big  players.  The  approaches  have  been 
friendly  so  far,  says  this  pro,  because 
the  company  has  four  different  types 
of  stock,  designed  to  thwart  an  un- 
iiiendly  takeover.  Some  40%  of  the  vot- 
ing stock  is  controlled  by  MOler,  who 
bought  more  shai'es  this  yeai'. 

"The  fact  that  the  ceo  holds  a  lot  of 
the  stock  wouldn't  deter  a  takeover — if 
the  price  is  light,"  says  the  fund  manag- 


er. Miller  will  only  concede  that  he  has 
"been  approached"  more  than  once. 
Some  analysts  say  the  stock  would  be 
worth  35  to  40  in  a  buyout  or  merger. 

Miller  says  Universal  may  spin  off 
part  of  its  assets  to  shareholdei-s.  Uni- 
versal owns  and  operates  acute-care 
and  psychiatric  hospitals  and  ambula- 
toiy  sui'geiy  and  radiation  centers.  It 
also  owns  a  managed-cai'e  organization. 
Psychiatric  admissions,  which  have 
lagged  behind  in  past  quarters,  "have 
improved,  posting  a  better-than-expect- 
ed  11.9%  same-facility  increase  in  the 
fii-st  quarter,"  says  Richter. 

MOVING  PAST  AN 
ASBESTOS  CLOUD 

Long  shunned  by  investors  because  of 
asbestos-related  lawsuits,  Fibreboard 
(FBD)  is  now  catching  the  fancy  of  some 
smart-money  pros.  Why?  Apart  from 
very  possibly  beating  the  asbestos  heat, 
Fibreboard  is  emerging  as  an  attrac- 
tive asset-value  play.  The  stock  reflects 
the  switch  in  Fibreboard's  profile:  Trad- 
ing at  26  in  early  December,  the  stock 
has  hit  36.  Stuart  Rudick  of  Rudick  As- 
set Management,  puts  Fibreboard's 
breakup  value  at  70  a  share. 

Fibreboard  has  "rapidly  evolved  into 
a  financially  thriving  building-pi-oducts 
concern,  fi'om  an  asbestos-impaii'ed  for- 
est-products company,"  says  John  Stan- 
ley of  DiQon  Read.  The  company's  asset 
gem  is  80,000  acres  of  timberland  in 
the  Sien-a  Nevadas.  The  acreage  is  val- 
ued on  the  books  at  $35  million,  but  its 
cmrent  market  value  is  about  $240  mil- 
lion, or  $28  a  share,  based  on  recent 
timberland  sales,  says  Stanley.  Apart 
from  producing  limiber  and  insulation 
products,  Fibreboai'd  develops  and  ojjer- 
ates  ski  resorts  in  Northern  California. 
Last  August,  it  acquii-ed  Norandex,  a 
low-cost  producer  of  vinyl  siding. 

A  federal  couit  is  expected  to  ap- 
pi'ove  an  agi'eement  reached  by  Fibre- 
board  with  primary  insui'ers  to  cover  li- 
abilities fi-om  asbestos  lawsuits.  Stanley 
and  Rudick  believe  the  ixiling  will  be  fa- 
vorable and  dissipate  concern  about  the 
liabilities  ft-om  Fibreboard's  asbestos- 
Unked  products  before  1959,  when  most 
of  the  exposure  occurred.  The  agree- 
ment would  have  insurers  pay  all  pend- 
ing claims  and  provide  a  $1.5  billion 
tiust  fund  for  futm-e  claims. 

Stanley  figures  revenues  will  jump 
to  $524  million  this  year  from  $363  mil- 
lion last  year.  He  sees  net  rising  to 
$4.10  a  share  from  $3.51  last  year. 


CURIOUS  MATH 
AT  DURACRAFT? 

When  Duracraft  (duck)  announci 
better-than-expected  fii"st-quari  • 
earnings  on  Apr.  26,  the  stock  of  t; 
major  maker  of  home  heatei^s  and  1 
midifiei's  should  have  shot  up.  Insteac 
slipped.  Tj'ading  on  Apr.  26  at  SVA,  E- 
racraft  is  now  at  30.  Blame  it  on  t: 
"poor  quality"  of  the  reported  eamin: 
says  a  New  York  money  manager. 

Despite  the  nice  rise  in  earnings 
48(2  a  share  from  440 — the  "balan 
sheet  says  something  quite  differen 
notes  Charles  Bideirnan,  editor  and  pi 
lisher  of  Market  TY-im.  Tabs  in  Sar 
Rosa,  Calif.  There  are  real  questioi 
he  says,  as  to  how  those  numbers  we 
derived.  First,  the  inventories:  Th 
leaped  132%,  to  $41.3  million  fi-om  $1' 
million.  "We  have  no  e'vidence  of  wroi 
doing;  but  inventories  soaring  wh 
gi-oss  margins  seem  imreaUstically  i 
makes  us  wonder..."  says  Biderm; 
Inventories  could  hide  costs  that  ot 
erwise  reduce  income,  says  one  analy^ 

Also  suspicious:  The  drop  in  reserv 
for  questionable  accounts  receivabl< 
by  $1.6  milUion,  which  enabled  the  coi 
pany  to  reduce  expeases.  "Had  reserv 
stayed  flat,  earnings  would  have  plung 
280  instead  of  rising  to  480,"  figures  ] 
derman.  Part  of  Dm-acraft's  problei 
he  explains,  is  the 
jump  in  raw-ma-  CRUNCHING 
terial  prices  in  NUMBERS 
China  and  Hong 
Kong,  where  most 
of  the  products 
are  manufactured. 

What  happens 
next?  Biderman 
says  that  because 
Duracraft's  prices 
have  not  in- 
creased as  fast  as 
the  raw-material 
prices,  subsequent 
quarter  profits 
"will  have  to  be 
squeezed  even 
more  than  they  were  in  the  first  perio( 
Duracraft  CFO  Keith  Seidman  insis 
the  earnings  reported  "accui'ately 
fleeted"  the  fii'st-quarter  results.  T 
inventoi-y  jump  was  due,  he  adds, 
product  returns  caused  by  the  mild  wi 
tei-.  He  concedes  that  the  rise  in  ra 
material  piices  "will  impact"  1995 
suits.  Seidman  sees  gross  margins  lisii 
back  to  31%  in  1995. 
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a  i  J    world  with  the       office  papers  and 

Phaser  340." 


■  PC  Magazine 
April  25.  1995 
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transparencies. 
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Government 


CONGRESS 


They  love  tax  cuts.  They  hate  regu- 
lation. And  they  never  met  a  gov- 
ernment agency  they  couldn't 
pare.  In  many  ways,  the  73  fi'esh- 
men  House  Republicans  look  like  a 
dream  to  Coi-porate  America — a  dream 
that  quickly  fades  into  a  nightmare 
when  the  subject  turns  to  trade. 

Just  ask  Federal  Resei've  Chairman 
Alan  Greenspan  and  Ti-easury  Secre- 
tary Robert  E.  Rubin,  who  found  out 
the  hard  way  when  they  went  to  Capi- 
tol Hill  last  winter  to  brief  lawmakers 
on  the  Clinton  Administration's  peso 
rescue  plan.  The  duo  expected  kudos 
fi'om  probusiness  Republicans,  thankful 
that  the  Administration  had  taken  a 
bold  step  to  prop  up  Mexico's  economy 
and  stabilize  world  markets.  Wliat  they 
got  was  a  bitter  thrashing  from  the 
freshmen — despite  the  plan's  strong  sup- 
port fi'om  GOP  leaders.  Ten  of  the  new- 
comer's even  signed  a  blisteraig  letter  to 
House  Speaker  Newl  Gingiich  (R-Ga.) 
denouncing  the  peso  plan  as  "a  handout 
to  the  international  firiance  community." 

Attacks  on  the  business  elite  chas- 
ing the  almighty  buck  used  to  be  the 
province  of  populists  on  the  left.  But 
the  surprising  str-idency  of  the  GOP 
freshmen  has  alar-med  many  executives, 
who  ai'e  incr-easingly  dependent  on  for- 
eign mar'kets  for  gr'owth.  Though  the 
GOP  has  histoi-ically  been  the  party  of 
free  trade,  the  vast  majority  of  fir-st- 
term  Republicans  reject  that  mantra, 
aligning  themselves  more  closely  with 
America  Fir'ster's  such  as  Patrick  J.  Bu- 


NO  FREE  RIDE  FOR 
FREE  TRADE 

Big  Business  meets  a  GOP  resistant  to  its  global  agenda 


chanan  and  economic  nationahst  Ross 
Per-ot.  Explains  freshman  class  vice- 
president  Mark  Souder  (R-Ind.):  "We'r-e 
hot-wired  to  the  gr-ass  r-oots,  so  that's 
why  you're  seeing  a  mor"e  pro-nation- 
alistic tone." 

The  frosh  class  constitutes  one-thir'd 
of  a  majority  vote  on  any  issue  in  the 
House — a  cohesive  swing  bloc  that  has 
voted  together  more  than  98%  of  the 
time  on  the  gop's  Contract  With  Amer- 
ica. Unchecked,  such  sentiments  could 


SWING  BLOC 
Stockman  and  his  frosh 
House  colleagues  buck 
the  leadership's  line. 
"No  one,  not  even 
business,  is  leaving 
the  room  without 
getting  hit." 


leave  40  year-s  of  trade  liberalization 
dead  in  the  water  and  even  reverse 
some  gains.  "I'm  very  concerned,"  con- 
fesses Dick  DeVos,  president  of  Am- 
way  Corp.,  a  $5.3  billion  dir-ect  market- 
er that  gets  70%  of  its  sales  over-seas. 
"Among  some  of  those  [newcomer-s], 
ther-e  is  an  increasingly  persistent  ten- 
dency to  r'eject  fr'ee  trade." 

DeVos  has  good  r-eason  to  worry.  No 
longer  can  business  count  on  a  monolith 
of  Republican  fr-ee-tr'aders  to  offset  the 
Democrats'  traditional  resistance  to  ex- 
panded trade.  On  that  one  issue,  the 


new  Republicans  are  closer  ideologic! 
to  the  Democrats'  labor-liberal  wingt 
by  House  Minority  Leader  Richar-([i 
Gepharxlt  (D-Mo.).  "We  are  at  a  crt 
roads  here,"  wonies  Representative^; 
Kolbe  (R-Ariz.),  a  veter'an  free-tr^ 
"My  freshman  colleagues  know 
they  were  elected  for,  and  free  trji 
isn't  part  of  their  agenda." 

Why  this  shift?  Many  of  the  t 
fr-eshmen  r-an  on  anti-Establishm 
platforms,  pr'omising  to  shake  up  t 
status  quo.  Moreover,  :-f 
fi'eshman  Repr-esentative  ^: 
Br'owiiback  (R-Kan.),  a  for*f 
U.  S.  tr-ade  negotiator,  m: 
of  his  colleagues'  beliefs  \: 
based  on  a  distrust  of  l;t 
institutions,  whether  theyi 
inter'national  organizatii; 
gover-nment  bur-eaucracies . 
bor  unions,  or  multinatii. 
corpor-ations.  "They'r-e  fea 
of  bigness — whether  th. 
one-worid  government  or  Big  Busint- 
explains  Br-ownback. 

The  newcomers  are  aggr-essive  \i 
their  new  clout,  too.  Their  ultimate 
jective  is  to  seize  the  policymaking  lit 
on  trade  issues  from  the  execu1?t 
branch.  Already,  their  agitating 
pr'ompted  congressional  efforts  ai: 
at  under-cutting  Pr-esident  Clinton's  IV] 
ico  policy.  And  opposition  from 
House  ft'eshmen  has  jeopardized  "f| 
tr-ack"  legislation  favor-ed  by  Repul 
can  leaders  to  renew  Presidential  u 
thority  to  negotiate  trade  agreemefc 


TRADE  TARG ETS      GOP  freshmen  are  flaunting  Republican  leaders  on  global  commerce 


MEXICAN  CURRENCY 
CRISIS  Agitation  by 
first-termers,  angry  over 
what  they  call  a  bailout 
of  big  investors,  prompt- 
ed congressional  efforts 
to  scuttle  the  Clinton 
Admmistration's  peso 
rescue  plan. 


FAST-TRACK 
AUTHORITY  Eager  to 
assert  congressional 
power  on  trade,  Republi- 
can newcomers  could 
thwart  efforts  to  extend 
White  House  power  to 
negotiate  trade  accords 
without  amendments. 

DATA.  BUSINESS 


EXPANSION  OF  NAFTA 

Freshman  opposition  is 
likely  to  delay  Congress' 
consideration  of  Clinton 
Administration  plans  to 
expand  the  North  Ameri- 
can Free  Trade  Agreement 
to  Chile  and  other  Latin 
American  nations. 


TRADE  SUBSIDIES 

Budget-cutting  conserv; 
tives  would  gut  Com- 
merce Dept.  programs  > 
designed  to  subsidize 
U.S.  trade  promotion 
abroad.  Many  freshmen 
want  to  abolish  the  Con 
merce  Dept.  altogether. 


WEEK 
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200  YEARS  of  HELPING 


UR  CUSTOMERS,  WE'VE  DISCOVERED  SOMETIMES 


THEY'D  PREFER  a  CHANCE  to  HELP  THEMSELVES. 


The  one  thing  people  with  dioahditie^f  want  more  than  anythinq 


I  tise  world  u>  a  ehance.  A  chance  to  make  the  mojt  of  their  abiliticj. 


With  that  in  mine),  ITT  Hart/on)  ha,^i  ckveloped  an  innomtive  J/anapec)  Diiahilitx/ 


ropram.  One  that  not  only  helpj  your  company  control  cojtj,  hut  alio  cjehi  employees 


'ith  ()L)abditie^i  hack  to  work  Ja^tter.  If  they  can  no  longer  perform  their  ol() joh,  we  11  help 
hem  find  one  more  Edited  to  their  ahilitiej. 

For  more  mformation,  call  your  ITT  Hartford  group  reprcjentatii'c.  It  could  mean    ITT  HARTFORD 


nonnoiui  javinpj  for  your  company.  And  e^'erything  to  an  employee  with  a  duability. 


Science  &  Technology 


without  congressional  amendments. 

It  doesn't  end  there.  The  freshmen 
talk  of  stalling  legislation  extending  the 
North  American  Free  Tirade  AgTeement 
(NAFTA)  to  Chile  and  other-  Latin  Amer- 
ican countries.  The  majority  backs  a 
hawkish  Gephaixlt  proposal  to  slap  sanc- 
tions on  Japan,  China,  and  other  coun- 
tries that  refuse  to  increase  U.  S. 
imports — a  pr'oposal  tougher  than  Pr-es- 
ident  Clinton's  current  stance  on  auto 
parts — causing  many  free-traders  to 
worry  that  it  will  spark  a  global  trade 
war.  They  want  to  abolish  the  Com- 
merce Dept.  and  its  export  progr-ams, 
which  many  consider  corpor'ate  welfar'e. 
"We'r-e  hitting  everyone,"  promises  Rep- 
resentative Steve  Stockman  (R-Tex.),  a 
leading  fr-eshman  trade  hawk.  "No  one, 
not  even  business,  is  leaving  the  r"oom 
without  getting  hit." 
SPILLOVER  EFFECT.  Most  members  of 
the  gr'oup  feel  they  were  elected  to  pur- 
sue the  Contract's  domestic  agenda,  par'- 
ticularly  budget  slashing  and  tax  cuts. 
And  the  Contr-act  doesn't  contain  a 
word  about  trade.  That  explains  only 
part  of  the  pictur-e.  In  many  cases.  Re- 
publicans— among  them  Repr-esentatives 
Jon  Chr-istensen  (R-Neb.),  Todd  Tiahrt 
(R-Kan.),  and  David  Funderburk  (R- 
N.  C.) — replaced  Democrats  in  districts 
that  long  favored  pr-otection  for  home- 
gi-own  industries  like  textiles,  autos,  and 
agricultm-e.  Other  gop  ft-eshmen,  includ- 
ing Souder,  Stockman,  and  Helen  Chen- 
oweth  (R-Idaho),  won  in  1994  because  of 
strong  backing  fr-om  frer-cely  nationalistic 
Per'ot  voters. 

The  hostility  the  new  gr'oup  feels  to- 
ward global  trade  is  spilling  over  to 
other  international  issues  as  well.  These 
neo-isolationists  have  gleefully  backed 
drives  to  slash  the  for-eign  aid  budget, 
ban  U.  S.  participation  in  U.  N.  peace- 
keeping oper'ations,  and  adopt  a  more 
hard-line  stance  towartl  Russia. 

Corpor-ate  America  is  so  conceriied 
that  it  is  wor'king  overtime  to  "educate" 
the  firebr-ands  on  the  merits  of  free 
trade.  Industry  gr'oups  such  as  the  Elec- 
tronic Industries  Assn.  have  sponsored 
briefings  on  Capitol  Hill,  and  companies 
such  as  General  Electric  Co.  are  consid- 
ering one-on-one  meetings  with  novice 
lawmaker's.  Even  the  conservative  Her'- 
itage  Foundation  will  begin  a  trade  ed- 
ucation pr'ogTam  for  first-tei"m  lawmak- 
ers in  June. 

The  business  reeducation  plans  could 
tempor-arily  blunt  some  of  the  fr-eshman 
class's  sharijer-  edges.  But  unless  Corpo- 
rate America  can  convince  the  newcom- 
ers that  free  trade  doesn't  jeopardize 
jobs  in  their"  districts,  tr-ade  Liber-alization 
could  be  a  tough  sell  for  years  to  come. 

By  Richard  S.  Dunham,  Douglas 
Harbrecht,  and  Mary  Beth  Regan  in 
Washington 


MEDICINE 


X-RAYS 

UNDER  FIRE 

Did  earlier  overuse  cause  much  of  today's  breast  cancer 


From  the  library  in  his  striking 
home  in  San  Francisco's  Haight- 
Ashbmy  district.  Dr.  John  W.  Gof- 
man  picks  up  Nuclear  Milestones, 
a  book  that  speaks  to  the  great  ii-ony  of 
his  life's  work.  In  it,  Gofman,  prx^fessor 
emeritus  of  molecular'  and  cell  biology  at 
the  University  of  Califor-nia  at  Ber'keley, 
is  pictur'ed  with  for'mer  Atomic  Energy 
Commission  chief  Glenn  T.  Seaborg.  In 
Seaborg's  lab,  Gofman  did  pivotal  re- 
sear'ch  on  plutonium  in  the  1940s,  speed- 
ing A-bomb  development. 

Today,  Gofman,  77,  is  better  known  as 
a  contr'oversial  physician  and  scientist 
who  has  spent  much  of  his  cai'eer  agitat- 


Jill 


il  The  worst  possible  out- 
come would  be  for  women  to 
stop  having  mammograms 


FRED  METTLER 


ing  about  the  dangers  of  radioac 
fallout.  Now  he  is  dropping  a  boml 
his  own:  Based  on  a  r  eview  of  50  y( 
of  medical  literature  beginning  in 
1920s,  Gofman  claims  that  up  to 
of  all  breast  cancers  seen  today  i 
have  been  caused  by  the  ionizing  ra 
tion  from  medical  X-rays. 
VAST  OVERSTATEMENT?  If  Gofmai 
right,  the  message  is  heartbreak 
Some  182,000  American  women  wil 
diagnosed  with  invasive  br'east  cance 
1995,  pr'edicts  the  American  Cancer 
ciety,  and  about  46,000  will  die  of  it 
least  some  of  those  cases  might  h 
been  prevented.  Gofman's  argum 
however,  is  that  si 
medicine  has  sul 
quently  taken  step 
limit  patient  expos 
to  tliis  radiation,  tl 
r'ates  should  be  p( 
ing  over  the  i 
decade  or  two. 

Gofman's  critics 
he  has  vastly  overs 
ed  the  incidence  oi 
ray-induced  br( 
cancer-.  He  made 
determination  ft 
calculating  aver 
population  exposii 
in  prior  decades,  v 
risk  factors  del 
mined  by  studies 
women  with  knc 
1  ligh-dose  r'adiation  fk 
posur-e.  Indeed, 
levels  of  X-ray  exl 
sure  for  won 
decades  ago  of 
were  many  tii 
greater  than  curr| 
levels.  Patients  unc 
going  certain  thel 
peutic  X-ray  tra 
ments  50  years  d 
for  example,  routirl} 
got  400  "radiation  b 
sor'bed  dose"  unitspi 
RADs,  vs.  15  millirj 
(one-thousandth  o| 
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With  the        System,  we  can  integrate 
large  amounts  of  data  and  build  a  picture  of 
how  our  fields  are  performing. 


At  Chevron  U.S.A.  Production 
(Company,  the  quest  is  to  be  better  than 
the  best.  Out  in  the  field,  engineers  join 
forees  with  earth  scientists,  operations 
staff,  and  support  personnel  to  |)ro(lu(  <' 
millions  ol  barrels  ol  oil  resei'V'es...lind 
and  develo|)  new  sources  of  energy... 
and  maintain  quality  and  low  cost  at 
eveiy  stage  of  the  oil  and  gas  production 
process. 


Why 
Chevron  US. A. 

Production 
Company  Relies 
on  the 
SAS  System 

^  Chevron 


The  Means  to  Make  Better  Decisions 

Providing  the  means  to  deliver  accurate  and  timelv 
information  to  im])rove  work  |)rocesses  and  make  heltei' 
business  decisions  is  the  job  of  (George  Akimeiki.  (^hevntn 
U.S.A.  Production  Company's  Manager  of  Information 
Technology. 

The  company  is  using  the  SAS  System  to  help  with 
enteiprise-wide  information  delivery.  "'Our  mission  is  to 
make  financial,  opeiational,  and  reservoir  data  available 
in  an  easy-to-use  fonnat  to  all  the  asset  teams  at  work  in 
CUSA  Production  Co.,"  says  Alameda.  "We've  found  the 
SAS  System  is  a  superior  solution  for  analyzing  data, 
turning  data  into  useful  metrics,  and  guiding  our  cross- 
functional  teams  toward  improved  work  processes." 

One  team,  in  CUSA  Production's  Western  Business 
Unit,  is  tracking  the  profitability  of  individual  wells.  "It's 
a  tremendously  difficult  task  to  o|)timize  our  fiehl 
operations  for  maximum  |>rof itabilitv,"  savs  Alameda. 


"With  the  SAS  System,  we  can  integrate 
large  amounts  of  data  and  ljuild  a  picture 
lo  i'om|  )are  one  field  against  another  and 
challenge  our  asset  [ecims  to  identify  and 
share  best  o|)erating  |)ractices." 

Reacliin^  for  the  Best 

Alameda  looks  lonvai'd  to  extending 
ihf  use  ol  the  metrics  and  ijedormance 
monitoring  data  lo  nnployees  tiying  lo 
im|  )r()ve  their  work  processes.  He  admiis 
his  \  ision  is  lai'  reaching,  but  so  is  the  SAS  System.  "( )ur 
challenge  is  to  be  better  than  the  best,"  he  concludes, 
"and  (he  SAS  System  is  helping  us  reach  that  goal." 

lb  receive  a  SAS  System  Executive  Suiiuiiary, 
give      a  call  or  visit  vis  on  the  World  Wide  Weh 
at  littp://M"WAV.sas.coiii 


SAS  lii^litiite  Inc. 
Plione  919-677-820{) 
Fax  919-677-4444 
Email:  l)w(£''>a!S.Mas.ci)m 


"System 


SAS  is  a  rcf;islf  red  Irailt'iiiaik  ol  SAS  Insliluli 
CiipMii^ht  ©  1995  hy  SAS  Institute  In. 


Iiir. 
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RAD)  common  for  diagnostic  chest  X- 
rays  today. 

Because  of  the  hmits  of  historical 
analysis,  medical  record-keeping,  and 
the  complexity  of  cancer,  it  could  take 
years  to  determine  exactly  what  the 
impact  of  radiation  has  been.  For  now, 
the  biggest  concern  among  Gofman's 
critics  is  that  his  pronouncements  could 
spread  new  fears  about  breast  X-rays. 
CONSTANT  GLARE.  Gofman  says  his 
findings  have  nothing  to  do  with  to- 
day's mammogTams.  He  notes  that  typ- 
ical exposure  is  now  less  than  one-third 
of  a  RAD,  or  just  one-hundredth  as 
much  radiation  as  in  the  1960s.  Most 
doctors  believe  that  for  middle-aged 
and  older  women  in  particular,  the  ben- 
efits vastly  outweigh  the  risks.  "The 
worst  possible  outcome  of  Gofman's 
study,"  says  Dr.  Fred  A.  Mettler,  chair- 
man of  radiology  at  the  University  of 
New  Mexico  School  of  Medicine,  "would 
be  for  women  to  stop 
having  mammogi'ams." 

No  one,  however, 
disputes  that  ionizing 
radiation  can  be  haz- 
ardous, and  the  breast 
seems  to  be  especially 
vulnerable.  Of  41,000 
people  who  survived 
extreme  exposure  dur- 
ing the  Hiroshima  and 
Nagasaki  atom  bomb 
blasts,  295  developed 
breast  cancer — about 
50%  more  than  noiTnal 
for  Japan.  Higher-than- 
normal  incidence  is  also 
found  in  women  who 
have  undergone  X-ray 
fluoroscopy — once  part 
of  tuberculosis  thei'apy. 
Instead  of  taking  a 
split-second  film,  doc- 
tors observe  the  pa- 
tient under  a  continu- 
ous X-ray  glare.  Doses 
have  come  down  today. 
But  Gofman  still  woi-- 
ries  that  doctors,  espe- 
cially overseas,  are  not 
taking  enough  care  to 
minimize  fluoroscopy 
exposure. 

Critics  comj)lain  that 
Gofman  hasn't  pub- 
Hshed  his  findings  in  a 
respected  journal  that 
is  subject  to  peer  re- 
view. Instead,  he  wrote 
a  book:  Preventing 
Breast  Cancer:  The 
Story  of  a  Major;  Prov- 
en, Preventable  Cause 


PAST  IMPERFECT 

For  decades, 
Gofman  notes, 
X-rays  were  used 
for  everything  from 
shoe  fittings  to  acne 
and  wart  removal 


DID  BREAST  CANCER 
CASES  SHOOT  UP... 


70  75  '80  '85  '90  '95 
ATHOUSANDS  EST 

DATA-  AMERICAN  CANCER  SOCIETY;  JOHN  GOFMAN,  MD 

...BECAUSE  OF  PAST 
ABUSES  OF  X-RAYS? 


CONVENTiONAL  WISDOM 


•  Medical  X-rays,  though 
overused  prior  to  1970, 
caused  little  harm 

•  Spread  over  a  long  life- 
time, low-dose  radiation 
is  safe 

•  The  causes  of  breast 
cancer  are  not  known 


GOFMAN'S  BOMBSHELL 


•  Atom  bomb  studies  show 
high-dose  radiation  can 
cause  breast  cancer 

•  Continuous  "fluoroscopy" 
was  particularly  risky 

•  Breast  cancer  may  be 
largely  preventable 


of  This  Disease,  just  published  by  the 
San  Francisco-based  Committee  for  Nu- 
clear Responsibility  Inc. 

Even  before  viewing  the  data,  some 
experts  cringe  at  the  apparent  hyper- 
bole. "That  75%  figure  is  ludicrous," 
says  Mettler,  who  is  also  the  U.  S.  dele- 
gate to  the  U.  N.  Scientific  Committee 
on  the  Effects  of  Radiation.  He  points 
out  that  Hawaii  has  the  highest  inci- 
dence of  breast  cancer  in  the  U.S., 
though  X-rays  were 
rare. 

Other  researchers 
believe  dietaiy  fat,  hor- 
mone levels,  and  genet- 
ic disposition  for  can- 
cer rates  play  a  much 
bigger  role  than  past 
X-ray  exposures.  Gof- 
man's antiradiation 
bias,  says  Mortimer  M. 
Elkind,  a  Colorado 
State  University  I'adiol- 
ogist,  means  he  "tends 
to  see  a  skeleton  be- 
hind every  curtain." 

Yet  Gofman  surely 
has  found  some  fright- 
ening skeletons.  The 
hst  of  uses  and  abuses 
for  "the  ray,"  as  scien- 
tists called  it,  is  long 
and  bizaiTe.  Discovered 
100  years  ago,  this  in- 
visible, short  wave- 
length radiation  was 
first  used  for  imaging. 
Then  doctors  found 
that  some  patients 
they  exposed  actually 
improved,  leading  to 
treatments  for  pneumo- 
nia and  bronchitis.  X- 
rays  were  also  used  to 
treat  post-paitum  mas- 
titis, an  inflammation  of 
a  nursing  woman's 
breast.  Doctors  "didn't 
realize  cancer  was  a 
disease  that  comes  10 
or  even  60  years  after 
the  radiation  insult," 
says  Gofman. 


In  the  1920s,  beauty 
lor    operators  someti 
wielded  X-ray  machines  t 
zap  clients'  unwanted  fa(;i 
hair.  In  the  1930s  and  194 
"shoe  fitters"  arrived  at  5 
partment  stores.  Custom  ; 
shoved  their  feet  into  thit 
fluoroscopic  contraptio 
which  showed  the  bones 
the  feet  in  motion.  Until  ■ 
1960s,  demnatologists  routi 
ly  used  X-rays  to  zap  80  different  s 
maladies — from  acne  to  warts. 

By  the  1950s,  some  scientists  w^ 
sounding  the  alami.  One  of  their  fi 
tai'gets  was  the  faddish  use  of  fluoros 
py  during  "well  baby"  visits,  in  wh 
pediatricians  would  hold  the  buti 
down  while  mothers  watched  th 
healthy  babies'  organs  in  real  tir 
Some  babies  undement  the  proced 
once  a  month  for  two  years,  subject 
them  to  at  least  half  a  dozen  rads  o' 
this  period.  Gofman  says  that  may 
plain  relatively  low  breast  cancer  ra 
in  poor,  rural  communities,  where 
rays  were  rarely  used. 

Gofman  expects  his  hypercritical 
leagues  to  take  a  fine-tooth  comb  to 
data.  Radiologists  in  particular 
"afraid  to  admit  the  mistake  anybi 
could  have  made,"  he  says  wearily, 
his  book,  he  repeatedly  points  out  t 
doctore'  use  of  X-rays  was  based  on 
best  knowledge  available  at  the  tim( 
WREAKING  HAVOC.  Even  so,  the  stes 
reduction  of  rad  levels  in  recent  ye: 
i-eflects  general  awareness  of  the  d; 
gers.  And  continued  vigilance  is  essi 
tial,  say  Gofman's  supporters.  With( 
endorsing  Gofman's  numbers,  Willi: 
E.  Morton,  professor  of  environme 
medicine  at  Oregon  Health  Scien 
University  School  of  Medicine  says  t^ 
Gofman  has  "done  a  senice  by  point: 
out  the  reality  of  the  risk"  of  X-ray: 
Gofman  may  have  overstated  th 
risks.  But  there  is  a  lesson  in  his  c: 
tions.  With  pubUc  attention  increasini 
focused  on  the  role  of  genetics  in  can 
and  with  the  recent  discovery  of 
BRCA-1  breast  cancer  gene,  envii-i 
mental  factors  m-e  getting  less  attenti' 
However,  "envii'onmentaJ  and  genetic  i 
pacts  go  hand  in  hand,"  says  Mark  Sk 
nick,  vice-president  of  i-esearch  at  My 
ad  Genetics  in  Utah.  The  veiy  notion 
a  gene  predisposing  a  woman  to  can( 
means  some  othei'  event  such  as  diet 
radiation — must  trigger  it.  Even  if  G 
man's  numbers  are  off,  he  has  highlig^ 
ed  the  havoc  well-meaning  technolo 
can  wi-eak  when  pushed  too  far. 

By  Joan  O'C.  Hamilton  in  S 
Francisco,  with  Neil  Gross  in  New  Yr 
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Five  years  ago  it  took  intelligence,  vision, 
and  courage  to  choose  client/server  software.  1 

■  i 

 ^  ■  .! 


Fxnrcss   •   Alcoa  of  Austmlia  Ltd.   •  Alun.inum 
A  f;    Fdwirels   •   Airborne  txprct-s 

A.O.  .  BanU  of  Canada  •  Be..  .  HowcU  •  Beu  La.ora.or.s, 

I  TZ..r  .  Blue  Cro.  and  Blue  Shield  of  New  Jersey  •  Brad.ees, 
l^e.  .  Black  6.  Decker^  ^  j,,,,,,..,,.  Wellcome  Co.   •  Calvary  Ceneral 

*  TT^nadial  Airlines  Incl.  Lrd.  •  C.ba  Ge.gy  Corp..  e:rop  PnueCon 
Hospital  •  1  .r  C  A   •  Continental  Grain  Company  •  nep( .  Finance 

•  Cerveccria  Folar,  <^.^. 

r,,,^rd     of     Canada      •      Eveready     Ballery     Company  • 
A     Treasury  r>oara 
'""^     Equitable  •  GATX  Corporat  ion  •  GF  Capital  Services  •  Gerber  ProdvK  ts 

.  T   Paul  Getty  Trust  •  The  Gillette  Company  •  Hewlett-Packard  • 
Company  •  j  -  a  -i^l  ? 

Hilti,  Inc.  •  Hou.se  of  Commons  -  Canada  •  John  I  lancock  Financial  Services  • 
Kmart  Corporation  •  Lockheed  Technical  Operations  Co.  •  Lotus  Oevelopment 
Corp.  •  McCaw  Communications  •  Merck  Frosst  Canada  Inc.  •  The  MITRE 
Corporation  •  Mitsubishi  Semionductor  America   •   Monsanto  Company  • 
National   Academy   of  Sciences    •    NASH    •    Nestle   LJSA    •    The  New 
England    •    Nova   Scotia    Power   Inc.    •    Owens-Corning    •    Pepsi    Cola  • 
Sequent  Computer  Systems,  Inc.    •    Shell   Oil   Contpany    •    Siemens  Rolm 
Communications  Inc.  •  Southern  California  Edison  Co.  •  Southern  Califcrnia 
Gas  Company  •  The  Southern  Company  •  Sun  CcMrii^any,  Inc.  •  Sybase,  Inc.  • 
SYNTEX,  USA  •  Tandem  Comf:)uters  Incorporated  •  The  Trai^e  Company  • 
Turner  Broadca.sting  •  The  Turner  Corpcuation  •  The  University  of  British 
Columbia.  •  Westinghouse  Hanford  Company  •  York  University... 


Today,  it  takes  a  lot  less  courage. 


These  organizations  paved  the  way  for  today's 
isionaries  by  proving  PeopleSoft  solutions  v»^ork  in 
very  industry  worldwide. 

Today,  what  could  be  safer  than  going  with  the 
ompany  that  pioneered — and  has  become  a  world 
sader  in — client/server  applications?  For  enterprise- 


wide  solutions  in  finance,  distribution,  and  human 
resources,  we  suggest,  for  once,  you  follow  the  crowd. 


For  more  information 
call  800-947-7753. 
Or  e-mail  us  at 
info@peoplesoft.com. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


Enterprise-wide  clientyserver  business  solutions  for  finance,  distribution,  and  human  resources. 


Developments  to  Watch 


EDITED  BY  OTIS  PORT 


SUSPECT  IS  TALL, 
BEARDED-WELL. 
CHECK  THE  PAGER' 

EVEN   A   COMPANY  WHOSE 

business  is  transmitting 
words — in  this  case,  Paging 
Network  Inc. — can't  dispute 
that  a  picture  is  sometimes 
worth  a  thousand  of  them. 
When  the  police  flash  an  all- 
points  bulletin  (apb)  to  be  on 
the  lookout  for  a  crime  sus- 
pect or  missing  child,  a 
sketch  or  photo  could  be 
much  more  valuable  than  a 
verbal  description.  That's 
why  PageNet  jumped  on  the 
technology  developed  by 
Data  Critical  Corp.:  a  way  to 
broadcast  images  via  paging 
channels.  Their  new  service, 
dubbed  Image  apb,  is  being 
tested  by  various  federal 
and  local  law-enforcement 
agencies. 

Software  fr'om  Data  Ciiti- 
cal  in  Redmond,  Wash., 
carves  an  image  into  multi- 
ple pager-size  transmissions. 
Every  police  cruiser  and  beat 
cop  equipped  with  a  portable 
computer  and  a  pager  "card" 
would  pluck  the  signals  out 
of  the  air  and  reassemble 
them  on  the  PC's  display.  An 
entire  police  foi'ce  could  be 
on  the  alert  in  minutes.  And 
for  cities  that  have  already 
outfitted  police  cars  with  PCs, 
the  cost  would  run  about 
$300  per  computer  plus 
$14,000  for  a  transmitter  By 
summer,  PageNet  and  Data 
Critical  also  plan  to  offer 
what  might  be  called  Image 
EKG — a  similar  service  for 
sending  electrocardiograms 
and  X-rays  to  doctors  who 
are  on  the  move. 


FiRmC  UP  CATALYTIC  CONVERTERS.  FAST 

THE  FIRST  MINUTE  OR  TWO  OF  MOST  CAR  TRIPS  PRODUCES 

more  pollution  than  all  the  rest  of  the  drive.  That's  be- 
cause the  catalytic  converter  must  be  frying-hot  to 
work  properly.  Companies  have  developed  ways  to  get 
the  converter  to  "light  off  faster.  But  they  aren't  ef- 
fective with  engines  bigger  than  four  cylinders. 

Ergenics  Inc.  in  Ringwood,  N.J.,  thinks  it  has  a  solu- 
tion: a  chemical-reaction  heater  that  needs  just  four  sec- 
onds to  heat  the  front  of  a  catalytic  converter  to  350C. 
It  has  two  parts.  Outside  the  tailpipe  is  a  bottle  of  met- 
al-hydride powder — gi'anules  saturated  with  hydrogen. 
In  the  tailpipe,  a  tube  contains  a  secret  alloy.  When  the 
engine  starts,  a  valve  opens  and  hydrogen  gushes  out  of 
the  powder  and  into  the  tailpipe,  triggering  the  heat- 
giving  reaction.  Later,  hot  exhaust  gas  drives  the  hydro- 
gen back  into  the  powdei'. 

Ergenics  says  independent  tests  show  a  car  equipped 
with  its  Hydi'ide  Cold  Start  Heater  can  meet  Califor- 
nia's Ultra  Low  Emission  Vehicle  standard.  President 
David  H.  DaCosta  is  seeking  Ucensees  and  figures  the 
heaters  could  sell  in  volume  for  about  $150  apiece. 


ENERGY  BEAMS 
COULD  REALLY  CUT 
YOUR  COMMUTE 

IT  LOOKS  MORE  LIKE  A  FLYING 

saucer  than  a  sleek  space- 
ship. It  will  be  powered  by 
silent  microwave  beams  in- 
stead of  roaring  rockets. 
And  its  airframe  is  essen- 
tially a  helium-filled  diri- 
gible. Despite 
these  uncon-  |^ 
ventional  fea- 
tures, the  aero- 
space  craft 
being  devel- 
oped at  Rens- 
selaer Poly- 
technic Insti- 
tute isn't  mere 
science  fiction. 

Last  month, 
Rensselaer's  "air 
spike"  propulsion 
system  passed  a 
Mach  10  wind-tunnel 
test  with  flying  colors.  That's 
only  half  the  speed  needed 
to  get  into  space,  but  Leik 
N.  Myrabo,  the  RPI  associate 
professor  of  mechanical  en- 
gineering who  heads  the  re- 
search team,  is  confident  the 
principle  is  valid  for  craft 


that  could  ferry  tourists  to 
the  moon  in  six  hours — 
or  business  travelers  from 
New  York  to  Singapore  in 
45  minutes. 

The  air-spike  system 
works  by  funneling  micro- 
wave energy  to  a  spikehke 
antenna.  Its  tip  generates 
shock  waves  that  blast  away 
the  air  in  front  of  the  saucer, 
creating  hft  to  suck  the  air- 
frame forward.  But  the 
real  action  comes 
when  the  shock 
waves  collapse 
back  around  the 
rim  of  the  sau- 
cer, forcing  hy- 
personic air  into 
the  intakes  of  a 
special  jet  en- 
gine. No  heavy 
fuel  is  carried 
because  the  jet 
burns  electric- 
ity— beamed  in 
as  microwaves 
fi-om  high-power  transmitters 
on  the  ground  or  in  space. 
If  the  wind-tunnel  results  at 
RPI  attract  more  funding, 
says  Myrabo,  21st  century 
travelers  may  literally  ride 
on  energy-beam  highways  in 
the  sky. 


DIAGNOSES  THAT 
CAST  A  WIDER  NET 


DOCTORS  HAVE  LONG  wt, 

treated  complex  diseas^ 
such  as  cancer  with 
"cocktails"  of  drugs  tha 
fight  illness  on  several 
fronts.  But  when  it 
comes  to  diagnostics,  fe 
biotech  companies  have 
adopted  multipronged 
strategies.  Their  tests 
zero  in  on  a  single  bio- 
chemical marker — usual 
a  particular  protein  the 
body  releases  when  hit 
by  a  disease. 

This  narrow  focus 
seems  odd,  because  in 
the  course  of  an  illness, 
tissues  undergo  dynami' 
molecular  changes  that 
can  leave  many  differen 
chemical  trails  in  the 
blood.  While  humans  m; 
have  trouble  making 
sense  of  these  complicat 
ed  patterns,  computers 
that  run  "smart"  soft- 
ware called  neural  net- 
works excel  at  distilling 
information  from  appar- 
ent chaos.  So,  for  five 
years  Horus  Therapeuti 
Inc.  in  Rochester,  N.  Y., 
has  been  "training"  neu 
ral  networks  to  discovei 
patterns  among  multiple 
biomarkers  released 
when  a  tumor  invades 
healthy  tissue.  Once  the 
system  understands  the 
variables,  it  can  make 
highly  accurate  diagno- 
ses based  on  blood  tests 

In  clinical  tests  invoh 
ing  800  volunteers,  a  ne 
test  for  prostate  cancer 
achieved  90%  accui-acy- 
far  outperforming  the 
popular,  single-marker 
PSA  blood  test.  The  Fooi 
&  Drug  Administration 
now  assessing  the  re- 
sults, but  Horus  isn't 
waiting  to  push  ahead 
with  similar  tests  for  co 
Ion,  ovarian,  and  breast 
cancer. 
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"The  quality  of  mercy  is  not  strain'd, 
It  droppeth  as  the  gentle  rain  from  heaven 
Upon  the  place  beneath.  It  is  twice  bless'd: 
It  blesseth  him  that  gives  and  him  that  takes." 

—William  Shakespeare 
The  Merchant  of  Venice 
-Act  IV,  Sc.  1 


i 
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ore  than  160  coiporations  have  invested  over  $5  milHon  in  regional  theatre  through  the 
National  Corporate  Theatre  Fund.  Together,  they  help  support  one  of  America's  most  vital  and 
valued  cultural  resources  —  nonprofit  professional  theatre. 

Learn  how  your  coiporation  can  help  insure  the  continued  vitality  of  the  regional  theatre  movement. 
You'll  be  in  good  company.  Two  million  theatregoers  support  these  theatres  and  recognize  the  corporate 
sponsors  who  have  demonstrated  their  commitment  to  our  nonprofit  professional  theatres. 

Contact  Michael  Wall,  Executive  Director,  National  Corporate  Theatre  Fund, 

32  Avenue  of  the  Americas,  Suite  2000,  New  York,  NY  10013.  Telephone  (212)  387-5115. 


National  Corporate  Theatre  Rjnd 


Actors  Theatre  of  Louisville  •  American  Conservatory  Theater,  San  Francisco  •  American  Repertory  Theatre,  Cambridge  • 
The  Cleveland  Play  House  •  Goodman  Theatre,  Chicago  •  Guthrie  Theater,  Minneapolis  •  Long  Wharf  Theatre,  New  Haven  ■ 
Old  Globe  Theatre,  San  Diego  •  Seattle  Repertory  Theatre  •  Trinity  Repertory  Company,  Providence 


r^merica 's  space  program  has  always  been  a  source  of  national  pride 
and  positive  motivation,  especially  for  our  young  people.  Ttie  Challenger 
Center  uses  space  as  a  tool  for  an  exciting  new  method  of  teaching  that 
makes  the  study  of  science  and  math  both  interesting  and  practical. 


Donald  R.  Beall 

Chairman  and  CEO,  Rockwell  International 


Keep  The  Stars 
In  Their  Eyes. 


We  were  lucky.  We  grew  up  with  the  adventure  of  the  Mercury 
Program  and  the  first  steps  on  the  Moon.  Kids  today  just  don't 
understand  the  excitement  that  came  with  each  new  space  shot. 

That's  why  it's  our  turn  to  keep  the  adventure  and  unlimited  potential 
of  space  alive  for  them.  By  actively  helping  Challenger  Center  to 
educate  the  next  generation  of  science  and  engineering  professionals. 

Through  your  personal  donation,  and  by  asking  your  company  to 
contribute,  you'll  help  Challenger  Center  use  simulated  spaceflight 
and  other  hands-on  experiences  to  teach  youngsters  math,  science  and 
technology.  Your  support  helps  us  give  them  the  desire  to  pursue 
these  fields.  And  serves  as  an  investment  in  everyone's  future. 

The  task  is  a  big  one.  And  we'll  need  everyone's  support.  But  there  are 
thousands  of  kids  out  there  who,  with  the  right  encouragement  and 
opportunity,  will  set  their  sights  on  careers  that  will  shape  the  future 
for  generations  to  come.  To  find  out  how  you  and  your  corporation 
can  provide  equipment  or  financial  support  for  Challenger  Center, 
please  call  703-683-9740. 

Help  us  put  the  stars  back  in  their  eyes. 


(hallenaer 

CENTER' 
Headquarters 
1055  North  Fairfax  Street.  Suite  100 
Alexandria,  Virginia  22314 

703-683-9740 

This  advertisement  and  design  was  donated  by  AIAA. 


GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 


CAU  1-800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


SAN     FRANCISCO  AIDS 


FOUNDATION  PHOTOGRAPHED     BY     ArJNIE  LEIBOVITZ 


MICHAEL  30  yeors  old,  Coptain  US 
Air  Force  onci  Veteran  of  the  Gulf  War 
Michael  learned  he  was  HIV-positive 
two  years  ago 


ind  writes 


CAROL  30  years  old,  specks  c 
about  hving  with  AIDS  Carol's  hod  HIV 
for  several  years,  she  was  diagnosed  with 
AIDS  two  yeors  ago  Carol  ond  Michael 
plan  lo  renew  iheir  wedding  vows  on 
their  10th  Anniversary 


pxplore  A  New  World  Of  Technology 


he  1995  Business  Week  Conference  on  the  Virtual  Office: 

npact  and  Implementation 

3w  can  you  make  the  virtual  office  a  profitable  reality  for  your  company?  Join  Business  Weeksind 
icroAge  Infosystems  Services  for  this  premier  industry  gathering,  and  give  your  company  a  virtual  lift. 

ne  27-28,  1995  Presented  in  association  with: 

cGraw-Hill  World  Headquarters 
xkefeller  Center 
ew  York,  New  York 


/Micro/^ge 

INFOSYSTEMS  SERVICES 


ith  the  support  of:   Apple  Computer,  Banyan  Systems,  Hewlett-Packard,  NEC  Technologies 

atured  speakers:      Dr.  Richard  Nolan,  Professor  of  Business  Administration,  Harvard  Business  School 

Dr.  Robert  Johansen,  Director,  Emerging  Technologies  Program,  Institute  For  The  Future 
Adelaide  Horton,  Chief  Operating  Officer,  Chiat/Day 


i  register  for  The  1995  Business  Week  Conference 
I  the  Virtual  Office,  call  (800)682-6007,  or  fax  your 
sponse  to  (212)512-6281,  or  mail  this  coupon  to: 

an  McKenna 

isiness  Week  Executive  Programs 

!21  Avenue  of  the  Americas,  36th  floor 

ewYork,  NY  10020-1095 


IE:  $575 
Check  enclosed. 
Bill  me. 

:count  Number: 


BUI  my:  □  American  Express 

□  MasterCard 

□  Visa 


<piration  Date:          /  /  

gnature:  


Name: 


Title: 


Company: 
Address: 


City:_ 


State: 


Zip: 


Telephone: 


Primary  Business:. 


Annual  Revenue:  $_ 


CANCELLATION  POLICY:  All  cancellations  must  be  received  in  writing.  Those 
postmarked  after  June  9,  1995.  will  be  subject  to  a  service  charge  of  $150. 
Registrants  who  fail  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for 
the  entire  registration  lee.  You  may,  if  you  wish,  send  a  substitute. 
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Information  Processing 


COMPUTERS 


MORE  RED  MEAT. 
PLEASE 

Packard  Bell,  the  lion  of  PC-Land,  is  widening  its  hunt 

It  wasn't  all  that  long  ago 
that  analysts  and  com- 
petitors alike  dismissed 
Packard  Bell  Electronics 
Inc.  as  yet  another  wan- 
nabe personal-computer 
company.  Sure,  it  was  the 
leader  among  the  ragtag 
band  of  Pc  makers — brands 
such  as  Magnavox,  Ever- 
ex,  and  Leading  Edge — 
that  sold  to  consumers 
through  mass-merchandisi  • 
chains.  But  when  the  real 
competition  jumped  in — 
IBM,  Apple,  and  Compaq — 
Packard  Bell  could  kiss  the 
home-PC  market  goodbye. 

Or  so  they  said.  Not 
only  has  Packard  BeU  with 
stood  the  arrival  of  still 
new  competition  in  honn 
PCS,  it  has  emerged  as  tht 
country's  hottest  PC  maker 
Half  of  all  PCS  sold  in  chain 
stores  are  Packard  Bells.  In  two  years, 
sales  have  tripled,  pushing  the  private- 
ly held  company  to  $8  billion  in  annual 
revenues  in  1994.  This  year,  sales  are 
expected  to  nearly  double,  to  around 
$5.5  billion.  Instead  of  ceding  market 
share,  Packard  Bell  has  blown  by  the 
competition.  Last  year,  it  shoved  aside 
IBM  for  the  No.  8  spot  in  the  U.  S.  In 
unit  sales,  Packard  Bell  has  been  No.  1 
for  the  past  two  tiuaiters. 

WITH  GROWTH  DRIVEN  BY 
THE  HOME-PC  BOOM... 


Not  bad  lor  a  company  that  has  yet 
to  buy  its  first  national  ad.  Now,  execu- 
tives* at  the  Westlake  Village  (Calif.) 
company  have  their  eye  on  something- 
bigger  than  the  U.  S.  home-PC  mai'ket. 
They're  tiying  to  juinp-stait  an  interna- 
tional expansion  and  push  upmarket  to 
sell  low-cost  PC  clones  to  businesses, 
too.  The  company  is  ah'eady  investing 
heavily  overseas:  It  opened  a  factoiy 
in  France  last  fall,  started  assembling 

...PACKARD  BELL  HAS  BECOME 
THE  VOLUME  LEADER... 


■91  '92 
▲  BILLIONS  OF  DOLLARS 


EST.      A  MILLIONS  OF  UNITS 


computers  in  Brazil  last  month,  and 
up  an  Asian  division  in  Singapore  eK|i- 
er  this  year  and  is  searching  for  a  lir 
East  manufactuiing  site.  Last  year,  1^ 
than  10%  of  the  company's  sales  wfe 
outside  U.S.  borders.  Compaq  and  il; 
by  contrast,  sell  more  computers  o\' 
seas  than  they  sell  in  the  U.  S.  i. 
WOOING  THE  SUITS.  The  company  is  i 
making  aggressive  moves  closer 
home.  Packard  Bell  has  largely  igno 
the  corporate  PC  business.  But  last  i 
it  recmited  a  Compaq  Computer  Cc 
executive  to  build  a  new  commercial 
vision.  This  summer,  the  company 
launch  a  new  line  of  PCs,  called  Pack 
Bell  Executive,  which  is  expected  to 
elude  laptops  and  networ-k  sei"vers. 
has  started  building  a  technical  supp 
group  dedicated  to  coi'porate  buy( 
"We  have  always  sold  pes  to  small 
medium-size  corpoi'ations  through 
retailers,"  says  Beny  Alagem,  the  cc 
pany's  42-year-old  Israeli-born  foum 
and  CEO.  "But  as  we  go  forward, 
will  put  more  emphasis  on  our  relati 
ship  with  corporate  resellers."  Trans 
tion:  Packard  Bell  will  start  sell 
through  eomputei-store  chains,  too. 
has  quietly  signed  up  two  chains  to 
business  PCs  already. 

No  one  expects  Packard  Bell  to  t; 
the  corporate  computer  market 
storm.  For  one  thi 
this  is  the  lucrat 
home  turf  of  si 
mainstream  compu 
companies  as  il 
Compaq,  and  D 
They  will  defend  it  fiercely,  and — if  tl 
have  to — they'll  cut  their  prices 
match  Packard  Bell's  expected  come- 
jjrices  hunch'eds  of  dollai-s  below  comf 
itive  models. 

Packard  Bell  may  also  find  that  1 
prices  ai'e  less  important  to  corpor 
buyers  than  they  are  to  consume 
Businesses  tend  to  look  at  other  fP 
tors,  such  as  the  cost  of  training,  S( 
ware,  maintenance,  support,  and  i 


...AND  NOW  HAS 
BIGGER  PUNS 

BUSINESS  MARKETS  New  Commercial 
Group  IS  designing  models  specific- 
ally for  business  customers. 

INTERNATIONAL  In  1994,  only  10% 
of  revenue  came  from  outside  U.S., 
vs.  50%  or  more  for  rivals  such  as 
IBM.  The  new  push  includes  fac- 
tories in  France  and  Brazil  and  the 
launch  of  an  Asian  division. 

DATA  COMPANY  REPORTS,  BW  ESTIMATES,  INTERNATIONAL  DATA  CORP. 


riELD  OF  GREEN 

CEO  Alagem 
can  't  compete 
on  price  alone 


YING  COLORS 


ORLD'S  FINEST  GRAIN  COLOR.  WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 


Soar  above  the  crowd  with  one  of  Ricoh's  computer-connectable  digital  color  copiers. 
The  world's  smallest  toner  particles  deliver  the  most  spectacular  color  presentations  ever. 

Faster  than  ever.  The  world's  fastest  first  copy.  The  most  copies  per  minute.  All  in  the  same 
-  full  line  of  digital  color  copiers.  This  means  unmatched  per- 
formance and  unprecedented  productivity.  It  also  means 
Ricoh  now  leads  the  world  in  digital  color  copier  technology. 


THE   NAME   TO  KNOW 


So  show  off  a  little.  Get  noticed.  Call  us  at  1-800-63-RICOH. 


lUGOH 


Information  Processing 


to  $6.6  billion  by  1998, 
from  nearly  $8  billion  in 
1993.  In  contrast,  sales  of 
software  that  turns  out 
electronic  forms,  while 
less  than  $300  million  to- 
day, are  growing  at  least 
25%  a  yean 

As  the  industry  lead- 
er, Moore  still  serves  a 
roster  of  blue-chip  cus- 
tomers. But  a  complacent, 
ingTown  management  let 
competitors  "eat  our 
lunch  for  20  years,"  com- 
plains Braun.  He  says 
Moore's  share  of  the  U.S. 
forms  market  slipped  to 
just  13%  last  year  from 
over  30%  two  decades 
back.  The  result:  Be- 
tween 1990  and  1993,  its 
total  sales  dropped  16%, 
to  $2.3  billion,  while  prof- 
its nosedived.  "Moore  re- 
minds me  of  General  Mo- 
tors," says  the  ceo  of  one 
rival.  "It's  awfully  diffi- 
cult to  turn  around  an 
aircraft  carrier  when 
everyone  else  has  a  fast- 
moving  destroyer." 

Still,  if  anyone  is  up  to  this  job,  it's 
Braun.  As  No.  2  at  Unisys,  he  won 
glowing  reviews  for  guiding  a  brutal 
restructuring  that  restored  profitability. 
That  performance  drew  attention  ft-om 
Moore,  whose  boar'd  had  been  looking, 
for  the  first  time,  to  hir-e  a  ceo  from 
outside  the  company.  In  Br-aun,  it  got  a 
disciplined  leader;  who  r'elaxes  by  skiing 
and  hiking  in  the  Alps.  After  25  year-s 
in  comj)uters,  he  quickly  gr-asped  the 
technical  challenge. 

PULP  FACTION.  "I  don't  want  to  be  the 
last  guy  holding  the  flag  for  forms," 
Braun  says,  but  in  the  next  breath  he 
insists  that  "paper  is  not  going  to  van- 
ish." While  electronic  forms  may  work 
well  for  internal  communications,  most 
companies  still  rely  on  paper  for  their 
dealings  with  consumers,  whether  it's 
bills  or-  direct-mail  mar'keting.  So,  Br-aun 
argues,  what  Moore  must  do  is  expertly 
apply  just  the  right  mix  of  paper  and 
electr-onics.  "If  they  do  it  r-ight,  they 
can  retain  customers  and  gr-ow,"  says 
Steve  Weissman  of  Hurwitz  Consulting 
Group,  based  in  Newton,  Mass. 

Braun's  plan  is  to  get  the  r-equired 
technical  expertise  in  a  hurry.  Last  Au- 
gust, Moor-e  bought  20%.  of  Jetform 
Cor-p.,  a  leading  supplier  of  electr-onic- 
forms  software,  and  negotiated  an  op- 
tion to  acquir-e  full  control.  On  Sept.  26, 
Moore  signed  a  10-year,  $1.7  billion  alli- 


business.  Moore  can  help  save  "m: 
of  dollai-s  a  year"  by  ehminating 
less  duplication  of  for-ms,  helping] 
pr-int  for-ms  as  they'r-e  needed,  an^ 
verting  paper  flows  to  digital  net\] 
when  appropriate,  says  EDS  Pur-ch 
Director  Benny  Welch. 

Moor-e's  pr-ospects  look  even  bri| 
in  two  smaller  units — direct  mai| 
labels — where  computer-ization  is  a| 
ly  boosting  paper  use.  Ser-ving  giai| 
ents  such  as  Reader's  Digest,  ^ 
r-anks  as  the  world's  largest  procj 
of  personalized  direct  mail.  This 
ness,  too,  is  getting  more  high-tech.i 
fore,  Moore  was  only  a  printer.  T: 
we're  moving  into  database  mar: 
ment,"  says  Louis  J.  Rupnick,  pres* 
of  Moor'e's  $507  miUion  Customer  -  , 
munication  Ser-vices  imit.  The  proni: 
"to  massage  vast  customer  lists  to- 
duce  highly  tar-geted  mar-keting,"  ■'. 
nick  says.  His  goal:  to  expand  M( 
dir-ect-mail  business  by  as  much  a.s; 
a  year-. 

STICKLESS  STICKERS.  The  once 
dane  business  of  producing  stick 
bels  is  also  mushr-ooming,  as  comj)? 
increasingly  apply  bar--coded  sticke 
track  pr-oducts  all  the  way  from  fa. 
floor  to  r-etail  shelf.  Led  by  Richar 
Majewski,  a  veter- 
the  labels  indust 
cruited  by  Braun 
fall,  Moore  is  spe 
heavily  to  muscl 


a  $200  million,  five-year  deal. 


Between  1990  and  1993,  Moore's 
total  sales  fell  16%.  Under  Braun, 
it's  battling  back,  recently  sealing  rcr$\Tbimon^m 

Majewski  expects 
sales  to  soar  30 
about  $250  millio 
year-,  and  it  "could  become  a  $1 
business  in  five  years,"  Br-aun  pre 
One  big  hit:  a  new  backing-less 
that's  helping  the  U.  S.  Postal  Se 
save  60%  on  changes  of  address 

Can  Moore  thr-ive  in  the  Com 
Age?  It  has  the  money,  says  Mart; 
McDevitt,  an  analyst  at  Cleary, 
Reiland  &  McDe\itt  Inc.,  'to  do  w 
er  it  wants."  Between  $564  milli 
cash  and  some  modest  borrowing, 
figures  he  can  spend  up  to  $1  billi 
vital  acquisitions.  And  following 
straight  years  of  decline,  sales  ac 
climbed  3%  in  1994  and  a  further 
the  fii-st  quarter-  of  1995.  Per-share 
ings,  meanwhile,  soared  35%'  in  th 
quarter,  not  counting  the  proceeds 
selling  most  of  its  stake  in  a  Jap 
oper-ation.  Still,  "the  jur-y  is  still 
on  Moor-e's  long-ter-m  futur-e,  Mc 
cautions.  As  in  the  old  children's  g 
har-dwar-e,  whether-  it's  scissor-s  or  si 
beats  paper-. 

By  William  C.  Symonds  in  Tor 


ance  with  Electronic  Data  Systems 
Corp.,  Gener-al  Motors  CoriD.'s  computer 
consulting  ar-m,  which  wall  help  Moore 
streamline  customer-s'  businesses.  One 
of  the  fiir-st  joint  projects:  using  laptops 
to  reengineer  and  automate  Moore's  own 
sales-for-ce  and  order-entr-y  operations. 
Then,  on  Mar-.  29,  after  announcing  alli- 
ances with  Indigo  and  Xer-ox  Cor-p., 
Moor-e  unveiled  a  digital  pr-int  networ-k. 
It  will  let  customers  design  documents 
on  their-  own  wor-kstations  and  instantly 
tr-ansmit  the  designs  to  the  near*est 
Moor-e  plant  for  pr-inting.  Using  this  sys- 
tem, for  example,  the  Best  Wester-n 
chain  is  creating  customized  brochures 
for  its  motels. 

Moor-e  is  winning  some  big  order-s. 
In  December,  it  signed  a  deal,  worth 
up  to  $200  million  over  five  years,  with 
Amer-inet  Inc.,  a  lar-ge  health-car-e  pur- 
chasing or-ganization.  EDS,  which  pr-evi- 
ously  bought  for-ms  from  many  compa- 
nies, is  also  tur-ning  over  to  Moor-e  its 
entire  $75  million-a-year  internal  forms 
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in  today's  complex  economic 
(environment,  and  with  political 
I  uncertainty  in  many  parts  of 
Ithe  world. ..making  intelligent 
investment  decisions  is  not  easy. 
I  Nothing  tells  a  company's  'story' 
I  better  than  their  annual  report. 
The  following  companies  in  this 
BUSINESS  WEEK  Annual  Report 
Directory  are  leaders  in  their 
respective  industries.  Each  has 
an  exciting  story  to  tell  potential 
investors. 

BUSINESS  WEEK'S  reader  service 
card  in  the  Directory  enables  you 
to  choose  which  annual  reports 
you  would  like  to  receive.  Simply 
circle  the  corresponding  numbers 
on  the  reply  card  and  mail  it 
back.  You  will  receive  the  annual 
reports  selected...  free  of  charge! 


Beckman  Instruments,  Inc. 

Beckmon's  business  is  focused  on  the  chem- 
istry of  life.  The  company  designs,  monufac- 
tures,  sells  and  services  biological  laboratory 
systems  for  biotechnology  and  life  sciences 
researchers  and  hospital  laboratories. 

'111  Chemistry 

% 

CYTEC 


Cytec  Industries  Inc.  is  an  integrated  global  specialty 
chemicals  company  that  serves  a  wide  range  of 
industries,  including  water  treatment,  paper,  chemi- 
cal and  polymer  processing,  coatings,  plastics,  miner- 
al processing,  oil  dniling  and  recovery,  aerospace, 
textile,  and  automotive.  The  Company's  primary 
strategic  focus  is  on  value-added  specialty  chemicals 
and  specialty  materials,  a  significant  portion  of  which 
utilize  key  intermediates  manufactured  by  Cytec. 
(NYSE:CYT) 


Intel 


Inrel  (NASDAQ:INtC)  Is  rhe  world's  largest  semiconductor 
manufacturer,  supplying  the  personal  computing  industry 
with  microprocessors,  boards,  systems  and  software  that 
ere  the  "ingredients"  of  the  most  popular  computing 
architecture.  These  products  help  create  advanced  com- 
I  systems  for  personal  computer  users. 


Intel  supports  the  computing  industry's  needs  for  strate- 
gic products  that  provide  performance,  mobility,  connec- 
tivity and  digital  video  computing.  Intel  does  this  through 
investing  heavily  in  internal  design,  manufacturing  and 
development  capabilities,  while  driving  the  evolution  of 
new  generations  of  high-performance  products. 


BCE  Inc. 


BCE  Inc.  is  Canada's  largest  telecommunications 
company.  Subsidiaries  include  Bell  Conada, 
Northern  Telecom,  BCE  Mobile  Communications, 
Bell  Conodo  International  and  Tele-Direct.  Earnings 
in  1 994  were  Cdn  $1.2  billion  on  revenues  of 
Cdn  $21.7  billion.  BCE  is  listed  on  exchonges  in 
Canado,  Europe  and  lapon  and  on  the  NYSE. 


Roberts  Pharmaceuticols 
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Saffety-Kieen 


Roberts  Pharmaceuticals  (NASDAQ:RPCX)  is  realiz- 
ing its  goal  of  becoming  a  major  pharmaceutical 
company  whose  diverse  products  are  directed  at 
benefitting  individuals  of  all  ages.  Our  new  product 
development  progmm  coupled  with  our  strategic 
acquisitions  and  licensing  activities  have  created  a 
company  with  a  well-balanced  product  portfolio 
concentrated  in  six  key  therapeutic  areas. 


I 


Safety-Kleen  is  the  leading  environmental  ser  e' 
company  providing  waste  collection  and  rec\ 
services  to  businesses  that  generote  small  qi 
ties  of  used  solvents,  oils,  paints  and  a  wide  v( 
of  other  waste  streams.  The  Company  is  the  lo 
recycler  of  both  solvents  and  lubricating  oils  h; 
United  States.  1  994  Sales  $791, 267, t 
Earnings  $50,094,000;  EPS  $0.87  (NYSE:  Sfi 


Luther  Medical  Products 

NASDAQIUTH 

Luther  Medical  Products,  based  in  Tustin  California, 
is  a  well  capitalized  designer  and  manufacturer  of 
patented  introvenous  catheter  systems.  Having 
spent  the  lost  year  establishing  a  strong  nationwide 
network  of  distributors,  Luther  is  experiencing  rev- 
enue increases  at  a  rate  greater  than  100%  per 
year  in  the  fast  growing  $200  million  catheter  mar- 
ket in  which  it  operates. 

Mr.  David  Rollo,  Pres. &  CEO  Luther  Medical  Products 
714-544-3002  ext.203  Mr.  Shannon  T.  Squyres, 
Corporate  Relations  Group  800-755-1860 

Symbol  Technologies,  Inu 


Symbol  Technologies,  inc.  (NVSE:SBL)  is  the  v 
leader  in  bar  code-driven  doto  tmnsoction  sys; 
with  1994  soles  of  $465  million  and  more  tharVi 
million  scanners  and  terminals  instot 
InformotionWeek  magazine  lists  Symbol  amonj 
10  "hottest  of  the  hot"  companies  for  1995.  m 
in  Bohemia,  N.Y.,  the  company  designs,  monufow 
and  markets  bar  code  reading  equipment,  pori 
data  terminals  and  radio  frequency  doto  commij 
tions  networks  thot  ore  used  as  stmtegic 
blocks  in  information  systems  for  retail,  monufi! 
ing,  package  and  parcel  delivery,  warehousing 
distribution  and  other  industries. 


Telia  Group 

I  melia  ■ 

The  Telia  Group  offers  public  and  private  net- 
works for  telepfiony,  data  communications  and 
mobile  telephony.  In  1994,  the  Telia  Group's 
revenues  totalled  SEK  38,000  million.  Return 
on  capital  employed  was  12.3%.  Telia  invested 
G  total  of  SEK  8,300  million. 

TELUS  Corporation 


lELUS  is  a  $4  billion  telecommunications  com[| 
headquartered  in  Alberto,  Canada.  Subsidii 
include  AGT,  Canada's  third  largest  phone  com[ 
and  AGT  Mobility,  which  achieved  58%  eel 
growth  in  1994.  Partnerships  include  Telecei 
which  is  licensed  for  combined  coble  TV  and  pi 
services  to  over  600,000  homes  in  the  Ur 
Kingdom.  TELUS  (symbol  "AGT")  is  in  the  Tor 
35  index  on  the  Toronto  Stock  Exchange. 


CSF  Holdings,  Inc. 


Nine  West  Group  Inc. 


CSF  Holdings,  Inc.  (pnncipal  subsidiary  is  Citizens 
FedemI  Bonk  which  is  a  $4.6  billion  Elorido-bosed 
thrift  institution)  had  another  excellent  year  in 
1994  achieving  net  eomings  of  $41.1  million  or 
$4.01  per  shore.  The  Company  achieved  a  16.3% 
return  on  stockholders'  equity  and  a  .91%  retum 
on  assets.  Net  earnings  for  the  post  three  years 
totoled  $137  million.  Citizens  was  founded  in 
1 952.  The  Company  has  a  strong  capital  position. 


we  all 
neea 
snoes 


Nine  West  Group  Inc.  is  a  leading  desigl 
developer,  and  marketer  of  womens  fasll 
footwear  in  the  "better,"  "upper  modera| 
and  "moderate"  price  ranges  through 
2000  department,  speciolty,  and  indepeni 
stores  and  406  company-owned  retail  store 
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»ouron  Pharmaceuticals,  Inc. 


UtiliCorp  United 


Agouron  Pharmaceuticals,  Inc.  is  a  pioneer  and 
leader  in  the  field  of  structure-based  drug  design 
and  is  applying  this  technology  to  engineer  novel 
synthetic  drugs  for  use  in  the  treatment  of  cancer, 
AIDS  and  other  serious  diseases.  Currently  in  clinical 
trials  are  two  anti-cancer  drugs  for  solid  tumors  and 
an  HIV  protease  i 


Solvay  is  a  worldwide  chemical  and  pharmaceutical 
Group  with  consolidated  sales  in  excess  of  USD  8  bil- 
lion worldwide. 

Tk  strategy  followed  by  Solvay  is  to  be  world  leader 
in  its  five  sectors  of  activities:  alkalis,  peroxygens, 
plastics,  processing  and  health,  while  improving  the 
quality  of  its  products  through  continuous  and  cost- 
effective  innovation. 


Esselte  is  a  worldwide  Group  focusing  on  the  manu- 
facture and  distribution  of  products  for  offices  and 
retail  stores. 

Sales  for  1994  amounted  to  SEK  12,123  m. 
(11,843).  Income  before  tax  was  SEK  413  m. 
(301).  Retum  on  capital  employed  increased  to 
11.9  percent  (8.3). 


ffm&CORP  TNI  PED 

UtiliCorp  (NYSE:UCU)  is  uniquely  positioned  to  suc- 
ceed in  deregulated  energy  markets.  In  1 994  the 
company  earned  a  record  $94.4  million  and  intro- 
duced EnergyOne'",  a  national  brand  for  its  prod- 
ucts and  services.  UtiliCorp  operates  utilities  in  eight 
states  and  British  Columbio,  morkets  gas  and  elec- 
tricity nationally,  and  has  joint  ventures  in  the 
United  Kingdom,  New  Zealand  and  Jamaica. 

TriMas  Corporation 

1994  Annual  Reoort 

(NYSE:TMS) 

TriMas  Corpomtion,  a  leading  diversified  manufac- 
turer of  proprietary  products  for  commercial,  indus- 
trial and  consumer  niche  markets,  recorded  Another 
Record  Year  in  1994.  During  the  year,  TriMas  con- 
tinued the  successful  execution  of  its  proven  strate- 
gies for  growth  and  achieved  record  soles,  operat- 
ing earnings,  cosh  flow  and  earnings  per  shore. 

Send  for  our  Annual  Report  to  learn  why  we  believe 
1995  will  be  Another  Record  Year.  ' 

Freeport-McMoRan  Copper  &  Gold  Inc. 

Freeport-McMoRon  Copper  &  Gold  Inc.  (NYSE;FCX) 
is  one  of  the  wodd's  lorgest  and  lowest  cost  pro- 
ducers of  copper  and  gold.  Through  our  principal 
operating  unit,  P.T.  Freeport  Indonesia  Company, 
we  ore  engaged  in  the  explomtion,  mining,  and 
milling  of  copper,  gold,  ond  silver  in  Irian  Jayo, 
Indonesia.  Even  as  we  increase  our  targeted  ore 
milling  production  by  74%,  our  reserves  ore  esti- 
mated to  exceed  25  years. 

Communications 


Sears,  Roebuck  and  Co. 


SBC  Communications  Inc.  (NYSE:SBC)  provides 
telephone,  cellular,  coble  TV  and  advertising  ser- 
vices and  products  to  customers  worldwide.  From 
1984  to  1994,  a  $100  investment  in  SBC  stock 
would  have  grown  to  $741.  Total  return  includes 
stock  price  appreciation  plus  dividends.  Based  in 
San  Antonio,  Texas,  SBC  mnked  34th  on  the  1 994 
Forbes  list  of  the  largest  U.S.  companies. 


Seors  is  returning  to  its  retailing  roots  by  spinning 
off  its  80  percent  ownership  of  Allstate  Insumnce 
Co.  to  shareholders  and  selling  Homart 
Development  Co.  Sears  then  will  be  composed  pri- 
marily of  merchandise  operations  that  serve  a  cus- 
tomer base  of  50  million  households  through  a  net- 
work of  mall-bosed  department  stores  and  speciolty 
stores.  Sears  posted  1994  eamings  of  $1.45  bil- 
lion on  revenues  of  $54.6 1 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


LEARNING  TO  LIVE  WITH  RISK 
-AND  LOVING  IT 


There's  no  way  around 
it:  In  the  world  of  in- 
vesting, lisk  goes  hand 
in  hand  with  returns.  You'll 
need  to  assume  many  kinds 
of  investment  risk  to  achieve 
long-term  goals,  like  saving 
for  retire- 
ment or  pay- 
ing for  a 
child's  education.  Yet  instead 
of  embracing  risk  and  using 
it  to  their  advantage  as  mon- 
ey managers  do,  individuals 
typically  see  risk  as  the  ene- 
my. "People  are  irrationally 
scared  of  it,"  says  Jay  De- 
Martine,  head  of  marketing 
at  Strong  Funds.  "It's  like 
another  word  for  bad." 

Understandably,  mutual- 
fund  companies  don't  spend 
ad  space  extolling  the  risks 
of  their  funds.  But  several 
debacles  last  year — such  as 
emerging-mai'ket  funds  cr-ash- 
ing  in  December,  or  safe- 
sounding  short-term  govern- 
ment income  funds  losing 
princi}3Hl — have  convinced  the 
Securities  &  Exchange  Com- 
mission that  fund  companies 
need  to  do  a  better  job  de- 
scribing risk.  The  sec's  most 
conti-oversial  idea  is  to  choose 
a  single  risk  measui'e  and  re- 
(juire  fund  companies  to  pro- 
vide it  to  shareholders.  The 
industiy  has  argued  that  all 
options  for  quantifying  risk 
have  limitations  and  could 
confuse  inve.stors.  In.stead,  it 
suggests  streamlining  risk 
discussion  in  the  prospectus 
and  using  charts  and  gi'aphs. 
INTIMIDATED.  Industry  mem- 
bei-s  will  continue  the  debate 
at  their  annual  conference  in 
Washington  on  May  17-19. 
But  now,  the  SEC  is  interest- 
ed in  what  shareholders 
think.  It  has  asked  the  public 
for  suggestions  on  how  mutu- 
al-fund risk  disclosure  could 
be  improved.  You  can  obtain 


a  questionnaire,  which  must 
be  returned  by  July  7,  by 
calling  800-SEC-Om 

There  are  many  types  of 
risk,  but  the  SEC  has  focused 
on  one  kind:  the  risk  of  vola- 
tile returns.  Academics  have 


NVESTiNG 


come  up 
with  many 
ways  to  cal- 
culate this,  and  the  sec  is 
evaluating  them  to  see  which 
ones  investors  find  most  use- 
ful. When  fund-searching, 
don't  be  intimidated  by 
terms  like  beta,  alpha,  or 
standard  deviation.  You  don't 


need  to  know  how  to  calcu- 
late the  numbers;  fund  ana- 
lysts such  as  Morningstar 
Inc.  and  Value  Line  list  most 
of  them  in  their  publications. 
And  while  the  measures 
have  limitations,  they  aren't 
hard  to  grasp.  Use  them  to 
choose  a  fund  after  you've 
narrowed  your  search  to  a 
handful  in  the  same  class  or 
see  how  your  own  funds 
stack  up  on  risk. 

Beta  typically  tells  you 
whether  your  stock  fund  is 
riskier  or  tamer  than  the 
Standard  &  Poor's  500-stock 


index  (or  how  your  bond 
compai-es  to  a  bond  ind 
It  works  veiy  well  when 
use  it  to  assess  divei^sified 
uity  funds  that  follow 
market,  says  Sheldon  Jac 
who  reports  beta  in  his  n( 
letter,  No-Load  Fund  In 
tor.  But  because  it  measi 
risk  relative  to  an  index, 
doesn't  mean  much  if 
benchmark  isn't  right, 
funds  are  very  risky, 
since  they  don't  move 
the  stock  market,  they  t 
to  have  low  betas. 

Alpha,  which  is  deri 


n  tlie  same  theory  as 
1,  compares  the  fund's  ac- 
I  return  to  the  one  you 
lid  expect  given  the  beta, 
s  checking  whether  the 
lager  has  added  value, 
e  alpha,  Sharpe  Ratio 
luates  management's  skill 
seeing  how  much  you 
■e  rewarded  for  the 
)unt  of  risk  taken.  The 
ler  the  ratio,  the  better, 
itandard  deviation  is  the 
measui'e  many  academics 
fer.  It  looks  at  how  much  a 
i's  returns  diverge  from 
average  return.  Since  it 
sn't  relate  to  any  index,  it 
be  used  to  compare  funds 
n  different  asset  classes, 
example,  based  on  month- 
returns,  the  three-year 
idard  deviation  of  the  av- 
je  U.S.  diversifed  equity 
i  is  9.84  percentage  points, 
id  fimds  rate  5.15. 
itandard  deviation  is  use- 
because  it  can  give  a 


range  of  returns  you  can  i-ea- 
sonably  expect  in  a  coming 
yeai'.  Returns  for  a  fund  vAth 
a  standard  deviation  of  4  and 
an  average  return  of  59f 
should  fall  between  1%  and 
9%  two-thirds  of  the  time. 
Some  professionals  ai'gue  that 
doesn't  do  you  much  good, 
since  there's  still  a  l-in-o 
chance  the  returns  will  be 
out  of  that  range.  Other  crit- 
ics point  out  that  a  fund  that 
declines  steadily  month  after 
month  will  have  a  low  risk 
score,  even  though  investors 
are  losing  money  all  the  time. 
MISLEADING.  Since  investors 
are  mainly  concerned  with 
the  risk  of  losing  money, 
BUSINESS  WEEK  and  Moniing- 
star  use  a  model  that  only 
takes  into  account  investment 
loss.  This  measure  looks  at 
the  amount  a  stock  fund 
trailed  the  Ti-easury-bill  re- 
tui'n  each  month  compared  to 
the  equity  fund  average  (or 
muni  funds  to  muni  funds). 
But  Stephen  Savage,  editor 
of  Value  Line  Mutual  Fund 
Survey,  which  uses  standard 
deviation  to  calculate  risk  rat- 
ings, argues  it's  misleading  to 
look  only  at  the  downside, 
since  you  can't  achieve  a  high 
positive  return  without  risk. 

Of  course,  the  simplest  way 

to  illustrate  fund   

volatility  is  with  a 
series  of  bar  charts 
showing  total  re- 
timi  for  each  of  the 
past  10  years. 
That's  a  move  T. 
Rowe  Piice  is  mak- 
ing in  its  bi'ochui'es 
and  that  the  sec 
also  asks  about  in 
its  survey.  The 
problem  is  you 
can't  use  bar  cliarts 
to  compare  differ- 
ent funds.  T.  Rowe 
Price  is  also  starting  to  show 
a  fund's  worst  quarter  (as- 
suming it  was  at  least  a  lO^c 
loss),  so  investors  will  recog- 
nize the  potential  for  short- 
term  losses. 

There  are  some  big  prob- 
lems with  measuring  risk 
based  on  historic  returns.  It 
certainly  won't  prepare  you 
foi'  major  market  events,  like 
Mexico's  meltdown,  or  last 


Risk  By  Definition 

STANDARD  DEVIATION  Looks  at  how  much  the  fund's  returns 
vacillate  each  month  from  its  average  return.  The  higher 
the  number,  the  more  volatile  a  fund  is. 

BETA  Measures  how  the  fund  has  performed  relative  to  a 
benchmark  (the  Standard  &  Poor's  500  index  for  stocks, 
Lehman  Brothers  index  for  bonds).  A  stock  fund  with  a 
beta  of  1  matched  the  market.  A  fund  with  a  1.1  beta  did 
10%  better  in  up  markets,  10%  worse  in  down  markets. 

ALPHA  Compares  a  fund's  actual  return  to  its  expected  re- 
turn, given  its  beta  risk.  A  positive  alpha  means  the  man- 
ager did  better  than  the  fund's  beta  would  predict. 

DOWNSIDE  RISK  Looks  at  loss  risk  based  on  how  much  a 
fund  trailed  the  return  you'd  have  gotten  from  a  risk-free 
T-bill.  Morningstar's  (and  BUSINESS  WEEK'S)  measure  ex- 
presses fund  risk  relative  to  the  average  fund  in  its  class, 
which  equals  1.  A  rating  of  1.35  means  a  fund  underper- 
formed  35%  more  than  the  average  fund. 

DATA:  MORNINGSTAR  INC  ,  IBBOTSON  ASSOC 


year's  extraordinary  bear 
market  for  bonds.  If  the  fund 
changes  managers  or  strate- 
gies, the  histoiic  peifonnance 
may  not  be  relevant.  Also, 
"risk  measures  may  not  be 
typical  if  the  fund  isn't  old 
enough,"  says  Jacobs. 

Ultimately,  the  ideal  way 
to  figTire  out  the  riskiness  of 
a  fund  is  to  get  inside  the 
portfolio  and  examine  the 
holdings.  But  since  fund  man- 
agers like  to  keep  theu'  strat- 


Risk-Rating  Some  Funds 


MEASURE- 


STRONG      FIDELITY  MONTGOMERY 


SHORT-TERM 
BOND 

MAGELLAN 

EMERGING 
MARKETS 

STANDARD 
DEVIATION 

0.74 

2.86 

4.71 

BETA 

0.52 

1.04 

0.7 

ALPHA 

-0.11 

2.87 

2.54 

DOWNSIDE 
RISK 

0.64 

0.79 

1.28 

3-YEAR  AVERAGE 

RETURNS             5.34%  13.8% 

10% 

*5/l/92  throu 

;h  4/31/95 

DATA  MORNINGSTAR  INC 

egies  secret  from  comi)etitors, 
the  closest  you  can  come  is  to 
glimpse  a  day's  worth  of 
holdings  in  the  annual  and 
semiannual  reports.  Moniing- 
star  and  Value  Line  can  help 
you  get  a  handle  on  curi'ency 
risk,  derivatives,  and,  for 
bond  funds,  credit  risk  and 
average  maturity. 

For  a  year,  some  bond-rat- 
ing companies  have  been  as- 


sessing bond  funds  for  risk. 
But  sorting  through  the  port- 
folio is  time-consuming  and 
costly,  and  only  funds  that 
pay  for  this  sei-vice  ai-e  I'ated. 
Plus,  the  National  Associa- 
tion of  Securities  Dealers, 
which  regulates  fund  adver- 
tising, recently  decided  these 
measures  cannot  be  used  in 
ads,  since  i-eaders  can  inter- 
pret them  as  predicting  fu- 
ture returns.  Sanford  Bragg, 
head  of  s&P's  Managed  Funds 
Group,  says  this  "defies  logic" 
when  the  SEC  is  tiying  to  im- 
l)rove  risk  disclosure. 

Even  if  the  sec  finds  a 
better  way  to  disclose  risk, 
an  element  of  trust  will  al- 
ways be  necessaiy  in  mutual- 
fund  investing.  There  are 
several  ways  to  miniinize  risk 
when  constructing  a  portfo- 
lio. Invest  long-term,  since 
that  way  you  ride  out  cycles. 
Also  diversify  across  asset 
classes.  And  you  can  reduce 
the  risk  that  you'll  put  all 
your  money  in  at  the  market 
high  by  dollar-cost  averag- 
ing— investing  a  set  amount 
of  money  at  regular  inteivals. 

Strong  Funds'  DeMartine 
says  investors  need  to  get 
over  their  fear  of  risk  and 
look  it  "square  in  the  eye." 
You'll  need  to  learn  how  risk 
works  in  your  portfolio.  After 
all,  if  you  want  decent  re- 
turns, you  can't  afford  to  nm 
away  from  risk.  A)iieii  Stone 


Personal  Business 


A  MODERN  GARDEN 
WITH  GRANDMA'S  SEEDS 


Dissatisfied  with  pro- 
duce that  is  rough 
and  ready  rather  than 
tender  and  tasty, 

more  backyard  gardeners 
are  getting  to  the  root  of  the 
matter  by  planting  heir- 
looms. These  fruit  and  vege- 
table varieties,  usually  50 
years  old  or  more,  owe  their 
existence  to  families  who 
passed  prized  seeds  down 
through  the  generations,  like 
so  many  tintype  photos. 

Old-timers  such  as  "Get 
Set  Red"  onions,  "Pink  PeaiT' 
apples,  and  "Yellow  Ruffle" 
tomatoes  have  heritages  as 
rich  and  coloiful  as  then-  fam- 
ily-given names.  Further- 
more, "their  flavor  is  abso- 
lutely outstanding.  That's 
why  people  were  motivated 
to  save  them,"  says  Craig 
LeHoullier,  a  research  chem- 
ist who  grows  hundreds  of 
heirlooms  as  a  hobby  in  his 
Raleigh  (N.  C.)  garden. 

Hybrids,  the  mainstay  of 
most  commercial  seed  com- 
panies' inventories  since 
World  War  II,  are  the  result 
of  intraspecies  cross-breed- 
ing. Like  cattle  owmers  who 
pair  their  best  stock  to  pro- 
duce superior  calves,  breed- 
ers selectively  pollinate  plants 
to  create  exceptional  seeds. 
However,  what  is  exceptional 
to  major  seed  suppliers  may 
_    not  be  so  to  the 


backyard  gardener.  Large 
companies  breed  hybrids  to 
suit  commercial  gTowers,  who 
want  seeds  that  ripen  simul- 
taneously and  yield  identical- 
ly shaped  produce  with  skins 
tough  enough  to  survive  the 
bumpy  road  to  market. 

Backyard  gardeners  want 
their  harvests  to  spread 
throughout  the  season,  are 
bored   by  uniformity,  and 


Organizations  such  as 
Abundant  Life  are  few  but 
far-reaching.  Kent  Whealy  of 
the  Seed  Savers  Exchange 
says  his  gi'oup's  membership 
has  doubled  in  the  past  five 
years.  When  he  started  Seed 
Savers  in  1975  as  a  clearing- 
house for  endangered  heir- 
loom varieties,  six  people 
comprised  its 
seecl-swapper 
network.  Today,  more  than 
8,000  gardeners  in  32  coun- 
tries exchange  seeds,  cultiva- 
tion techniques,  and  plant  his- 
tories by  referencing  the 
390-page  Seed  Savers  Year- 
book. The  tome  lists  mnvp 


GARDENING 


needn't  tolerate  toughness 
since  their  produce  doesn't 
travel.  "Hybrids  may  have 
good  timing,  be  good  for  ship- 
ping, and  have  good  color,  but 
the  good  taste  and  texture 
are  missing,"  says  Tessa 
Gowans,  seed  coordinator 
with  Abundant  Life  Seed 
Foundation,  which  tracks 
down  heirlooms  and  makes 
them  available  to  the  public 
through  its  catalog  (table). 


than  15,000  rare  and  unusual 
fruits  and  vegetables  along 
with  names  and  addresses  of 
member's  with  seeds  to  spare. 

Seed-saving  networks  also 
pi-eserve  plant  varieties  that 
might  otherwise  become  ex- 
tinct. Flight  to  the  cities  has 
left  aging  horticulturists  with 
no  land-owning  heirs  to  pass 
their  seeds  on  to.  The  net- 
works help  carry  on  str-ains 
brought  to  this  country  by 


immigrants  centuries 

Salvaging  seeds  from] 
netic  oblivion  and  the  del 
for  a  hands-on  "conneci 
with  history"  inspir'es 
phael  Sher  to  gi-ow  heirlol 
such  as  "Red  Deer  TonJ 
lettuce  and  "Lemon"  cucf 
bers  when  he  is  not  wori 
as  a  software  consultan 
Houston.  F 
heirlooms 
cost-effective  because 
doesn't  have  to  replenish 
seed  supply  every  year*. 
MOTHER  NATURE.  How 
Heiriooms  ar-e  open-polli 
ed,  which  means  they  relj 
nature  (the  wind,  insects 
spr-ead  the  pollen  that  h 
reproduce  their  genetic 
pur-e  strains.  Thus,  the; 
self-sufficient  when  it  co 
to  seed  pr-opagation.  A  hy 
cannot  naturally  reprodu( 
plant  with  an  exact  replic 
its  characteristics,  so  i 
seeds  must  be  purx-hased 
ry  season.  LeHoullier  s 
that  befor-e  he  started  pi 
ing  heiriooms,  he  was  alw 
shelling  out  for  the  "stanc 
six-pack  of  hybrid  seeds." 

Beyond  cost  savings, 
loom  growers  report 
heritage  crops  are  just 
easy  to  care  for  as  hybr 
Seed  catalogs  indicate  ic 
gr'owing  conditions  as  wel 
other  instr-uctions  oi 
scripted  from  family  dial 
Heirloom  gardeners  say 
plants  exhibit  a  natural  j 
resistance  and  have  plu 
spr-outs.  "If  you  think  at 
it,  heiriooms  have  stay 
power  by  definition,"  LeH 
lier  says.  "If  they  wen 
hearty,  they  wouldn't  still 
around."  Kate  Mm; 


HEIRLOOM-SEED  SUPPLIERS 


flBUNDWrr  LIFE  SEED  FOUNDATION  PC  Box  772,  1029 
Lawrence  St.,  Port  Townsend,  Wash.,  98368;  360 
385-5660.  The  $30  membership  fee  covers 
SM/EETcoifA,*    the  catalog  and  newsletter. 

''^S^  JOHNNY'S  SELECTED  SEEDS  310  Foss  Hill  Rd., 
.'  Albion,  Maine,  04910;  207  437-9294.  Cata- 
log is  free  upon  request. 

NATIVE  SEEOS/SEARCH  2509  N.  Campbell  Ave. 
#325,  Tucson,  Ariz.,  85719;  602  327-9123.  A 
$20  fee  includes  10%  discount  on  Native 
American  seeds  ordered  from  the  $1  catalog. 


SEED  SAVERS  EXCHANGE  3076  N.  Winn  Rd.,  Decorah,  Iowa, 
52101;  319  382-5990.  Membership  is  $25  and  include; 
the  extensive  Seed  Savers  Yearbook,  summer  and  harvest 
editions. 

SHEPHERD'S  GARDEN  SEEDS  6116  Highway  9,  Feiton, 
Calif.,  95018;  408  335-6910.  Catalog  is  free 
upon  request. 


SOUTHERN  EXPOSURE  SEED  Exchange  PO.  Box  170, 
Earlysville,  Va.,  22936;  804  973-4703.  Send  $2 
for  catalog. 
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he  Corporate  Line  of 
highly  productive  high- 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ment handling  and  finishing  capa- 
.^ilities.  Furthermore,  every 
pmachine  in  The  Corporate  Line, 
'including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't  Canon  says  you  can. 

For  more  information,  call 


.v3'r,;i on  CBS  (June  k 


Canon 
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PRFSENTING 


The  McGraw-Hill  Companies 
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eiim|i.mies  listed  .iliove.  tlien  voti'll  iiiideisrjiKl  why  we  ve  meluded  tii  worldwide  markers  through  .i  bro.id  range  of  traditional  and 

them  ill  our  name.  I'lie  ehange  retlects  the  breadth  ot dur  respeeted  eieetronie  media.  While  we  will  always  embrace  the  MeCiraw-Hill 

businesses  and  our  growing  eonimiinient  to  the  diverse  strengths  of  values  of  high  cjiialirv  and  eelitorial  integrirv,  our  new  name  serves 

out  people.  It  .ilso  expresses  our  pride  in  being  a  leading  iidorma-  as  a  reminder  that  we  are  equally  dedieated  to  looking  ahead. 


Filiiiiicitil  Seri'iees  •  liifoniiiitio}!  tiiul  Metlia  Serviees  •  Educational  and  Professional  Publishing 


The  EvoLUTiaN  of 

The  Corporate  Body 


"Presents  an  invaluable  framework." 

-C.K.  Prahalad 

Co-author  with  Gary  Hamel,  Competing  for  the  Future 

"Goulilart  and  Kelly  lay  out  the  guidelines  for  adapting, 
surviving  and  prospering  in  the  new  age." 

—Ray  Smith 

Chairman  and  CEO,  Bell  Atlantic  Corporation 

"  Transforming  the  Organization  presents  the  best 
comprehensive  model  that  I  have  seen  on 
bringing  about  business  transformation  ...  no 
CEO  should  proceed  without  reading  it." 

-:  —Philip  Kotler 

S.C.  Johnson  &  Son  Distinguished  Protessor  of  International  Marketing, 
J.L.  Kellogg  Graduate  School  of  Management,  Northwestern  University 

"We've  transformed  our  company  utilizing  many  of  the  concepts  outlined  in  this  book,  in  the  process,  we've 
learned  new  skills  which  are  positioning  us  for  the  future." 

X ..-.^-T  — Constantine  S.  Nicandros 

— .  President  and  Chief  Executive  Officer,  Conoco,  Inc. 

"  Transforming  tlie  Organization  should  be  read  by  every  CEO.  The  four  R's  of  transformation  are  so 

critical  to  the  very  existence  of  every  corporation,  that  any  CEO  who  fails  to  implement  them 

condemns  his  or  her  company  to  mediocrity  and  early  death.  It's  that  basic."  • 

/  ^  — WesCantrell 

Chief  Executive  Officer,  Lanier 

"...brilliantly  clarifies  the  direction  corporations  must  take  to  move  beyond  mere  response  to 
genuine  leadership.  This  important  book  should  move  to  the  top  of  every  CEO's  reading  list." 

—Warren  Bennis 

/  University  of  Southern  California  and  author.  On  Becoming  a  Leader 
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a^VAILABLE  AT  YOUR   LOCAL  BOOKSELLER 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  6061  1 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

^  Programmed  to 

Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212BoylslonSl.  #120 
Cheslnui  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWhter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Aue    S  Birmingham,  AL  35222 

Phone:  205/591-4747  Fax:  205/591-1108 
800/638-4833  •  E-mall  sates@dasher.com 


Investment  Services 


Growling  bear 
eating  your 
investments? 

Protect  yourself.  Read 
the  Agressive  Investor 

Three  months  $  55 
One  year  $  195 
The  Agressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Time  the  S&P 

2500%  +  return  Since  1-2-92 
Free  Trial  Month 

Nightly  fax  updates  of  signals 

Phone  512/450-1378 
Fax  512/323-6684 


Sports  Equipment 


Cheat 
At  Tennis 


|tenm.s  I  I  i  (>r|  Your  Own 
Wffg^BjtKSi  Portable 
^^Kjj^p'P  Tennis  Ball 
^^^^^Jif  Machine 

1-800-448-8867 

for  FREE  brochure 


Office  Supplies/Equipment 


America's  Lowest  Priced  ^niOljjiSALIj 
Office  Supplies  Direct  to  You  I  C^/fipmlf^ 


3M  Highland 

  Brand 

Note  Pad 


Sold  in 
#6549 


•3"  \3" 


24C 


Mi}>h  C'apacit) 
InkJet  C  artridge 
•  Fits  r)t->Uel,  DeskWnter 
and  nuisl  taxes  •  Black 


#5I626A 


S2197 


EA 


^^^^^^ 


mm 


Lasf  r  Paper 
•  24  Ih.  hMra  Smooth 
Surface -Box  of  500 

$C44 

#12005     3  BX 


Data  Cartridges 

•  120MB 
"  L'nformalted 


#DC2120 


You  simply  won't  find  lower  pnces  on  bnind  naine  oftice  supplies  than  M  Wholesale 
Supply  Company,  Over  9,7(X)  dilTerenl  items,  same-day  shipping,  ;uul  all  at  pnees  you 
have  to  see  to  believe.  We  gu;iranlce  il.  or  5%  back  on  your  purchase!  Call  lor  details 
and  your  free  ca.,og.  l_800-962-9162 


Education/Instruction 


No-Classroom  College  Decree!- 


G^dtn  your  no-classroom  college  degree  in 
^  Business.  Liberal  Arts,  or  Nursing  using 
Moore's  successfully  refined  study  program 

Choose  from  three  nationally  accredited 
universities.  Interest-free  financing  available 
CALL  NOW  FOR  MORE  INFORMATION! 


1-800-737-2222 


BACHELOR,  MASTER,  DOCTORATE 

I  A  DEGREE  Use  your  past  experience  as 
I  credit  toward  your  degree  No  classes,  seminars 
I  or  on-campus  attendance  Studies  build  upon 
your  experience  Self-paced  •  Send  Resume 
For  No  Cost  Evaluation 

(800)  240-6757 

6400  Uptown  Blue)  NE 
y  Smle39e-W 
Dept  46 

Albuquerque,  New  Mexico  8/1 10  u  b  A 


•FREE  VIDEO 


EXTERNAL  DEGREES 

B/VBS  MS/MBA  PhD/JD 
I  Credit  for  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


Business  Services 


OUTSELL  YOUR  COMPETITIONI 
DAZZLE  YOUR  AUDIENCE! 


Astounding  Cuslom  Business 
Presentations,  wilti  Multimedia,  lor 
Selling.  Marketing  and  Training! 

For  Design,  Production  &.  Consulting  Call: 

800.546.9666 

MediQlinX  -  Cofpofote  NewMedio  Applications 


CONSIDERING  GOING  OFFSHORE? 

For  FREE  INFORIVIATION  on  Offshore  Asset 
Protection  Strategies,  Offsfiore  Trusts, 
International  Business  Corporations, 
International  Banking  and  Investing,  Dual 
Citizenships  and  International  Venture 
Capital  Development,  Plus  Individual 
Business  Opportunities  in  Offshore 
Consulting,  Call  FFC,  Inc  ,  1-800/633-2462 
(FFC.  Inc  ,  IS  NOT  a  legal,  accounting  or  financial 
planning  t;rm.  and  does  not  give  tflis  type  of  advice 
See  your  licensed  professional ) 


RESEARCH  REPORTS 

19,850  academic  topics  available' 

Send  $2  00  for  the  290-page  catalog. 

Custom-written  reportsalso  available. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  .  #206BF. 
Los  Angeles.  CA  90025 

Toll  Free  Hotline:  800-351-0222 
(Calitornia  310-477-8226) 


International  Mi 


Somerset  School  of  Management  pr 
the  focus  for  courses  leading  to 
awarded  from  Brussels.  Prospect 

^omerget  ?Bntberfi[i 

School  of  Management 
Il.Tiinster,  Somerset  TA 19  OYA,  Et 
Tel: +44 14«0  77745  Fax: +44 1460 


MBA  BY  Distance  LeaiA 

Maioi  British  university  offers  accredited  Ml 
Bachelor's  or  GIvIAT  needed.  Chosen  hy  Fen 
Intelligence  Unit  as  one  of  world's  best  IV16A  pro 


HERIOT-WAn  UNIVERSITY  I  (800)  MBA' 
North  American  Distributor  I  «•  Ask  for  e 
6921  Stockton  Gt,  Suite  2.  El  Cerrito,  CA  9' 
For  immediate  FaxBack  literature:  front 
fax  machine's  phone,  call  (510)  486-8S 


BARN  YOUR£OLLEGE  DEGREE  AT 


'  B  S  S  M.B, A  in  Business  nunU" 
'  B.S.  in  Environmenlal  Studies  LIItUiI 
'  M.S.  in  Management/        jjn ij^  k 
Environmenlal  Studies  J„'l'^™°''' 
Approved  lor  luilion  °  »jr*»' 

reimbursement  by  ma|or  companies 
For  a  tree  catalogue  call  1-800-767-( 


Univer$ity  Degre^  1 


Approved  Self  Paced  Home  S' 
Associate  Bachelors  Masters  Do 

Business  Adnnin,  Public  Adinin, 
Care  Admin,  Human  Resources,  Fin 
International  Business,  Tech  Mgmt, 
Paralegal,  Psychology,  Computer  So 
(800)477-2254  (24  hrs) 
Southern  Calrfomla  Unh/ersN) 
for  Professional  Studies 
1840  E.  17  St-BW,  Santa  Ana,  CA  9 


Cable  TV 


v/cs 

-1  Om.ir.a  NE  6 


{Cable  TV  Converters 
&  Accessories 

|For  information  /  Catalog  /  Order: 

1-800-729-1776 


Seminars 


21ST  CENTURY 
SALES,  PROMOTION 
MARKETING  TECHNIQi 
THAT  WILL  SKYROCK 
YOUR  BUSINESS 
For  FREE  informatio 
Call:  1-800-806-693 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  11  6061  1 


Real  Estate 


Prestigious  Nine  Bar  Ranch  For  Sale 


Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
e  Houston,  Texas  •  Renowned  International  Reputation  •  Excellent 
ay  Frontage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
&  Amenities  •  Never  Before  on  Market  •  Brochure  Available  •  Contact 
er  L.H.  Myers  Tel:  713/840-8853  or  713/870-8488  Fax:  713/840-8854 


A.  L.  Salley  Realty 

Qpenaliiing  m  preQttgtotis  farm  »t  ramb  properties 


amputer  Software 


DiaDli]l>V(taJDiTl 


DS  and  receive  a  Free  "Personal  EDI 
n"  &  our  EDI  Solutions  For  Business 
huie.  See  how  Unisys  EaDlpl.is  can 
•  virtually  all  aspects  of  your  business 


ictured  Data 

nu  today: 
led  supply  Ofler  expires  without  nolice 


404-447-0096 

ext.  255 


Art/Collectibles 


FREE  GUIDE  TO  FINE  ART 
INVESTING  IN  THE  90'S 


All  you  need  to  know! 
From  buying  to  selling  and 
building  a  collection  for 
capital  gain. 

Call:  l-SOO-REAL-ART 
1-800-732-5278 


Business  Opportunities 


;ULTANTS/rRAINERS 

ational  firm  expanding  in 
S  needs  independent 
tultants  and  trainers  to 
esent  our  company.  We 
iome  of  the  finest  human 
isource  development 
»ms  available  today.  Very 
igh  income  potential. 
>ive  training  and  support, 
agement,  marketing,  or 
ilting  experience  helpful, 
resume  or  brief  personal 

history  to: 
Resource  Associates 

Corporation 
Engle,  VP  Development 
•epartment  WB495C 
0  Kachel  Blvd.,  #150E 
Reading,  PA  19607 

(800)  799-6227 
5'AX:  (610)  856-5918 


iusiness  Services 


5FY  YOUR  CUSTOMERS 
VATE  YOUR  EMPLOYEES 

sations  with  Our  Customers^^ 
lique  video  program  custom- 
•A  for  your  business  to  educate 
motivate  your  employees  to 
pond  to  customer  needs  ... 
continuous  ininrovements  in 
:ustomer  satisfaction  ... 
id  keep  you  ahead  of  the 

competition! 
formation/FREE  Brochure 
CALL  800-688-2962 


REPRESENTATIVES 

NEEDED. . . 

for  exciting  new,  environmentally 
safe  cleaning  system.  Featured  on 
the  Discovery  Channel.  Marketing 
program  offers  superior  earnings, 
great  opportunity! 

For  FREE  video  and  information 
Contact  Lisa:  1-800/626-0885 
Robby  Vapor  Systems 


INCORPORATE 


Tax-Ftee  Nevada  Corporations, 
Wyoming  Corporations  S 
Limited  Liability  Companies 

Tax  Savings  •  Privacy 

Asset  Protection 
24hr  Rush  Servicer 

Free  Info  Packet 


(  ORPORATK 
SERVICE 
,(  ENTER 

1280  Terminal  Way.»3 
Reno,  NV  89502 
FAX  702-329-0852 

1-800-638-2320 


1-800-NEVADA-O  Ext.380 


NEVADA  •  WYOMING 


EASY  WORK! 
EXCELLENT  PAY! 

Assemble  Products 
at  Home 

Call  Toll  Free 
1-800/467-5566  EXT.  3281 


Financial  Planning 


FREE  LIVING  TRUST  REPORT! 


4  Costly  Flawsofa'W 

Discover  the  difference.s  between  a  Will  & 
Ltving  Trust,  plus  how  lo  avoid  probate. 
Send  a  .^2t'  self-addressed  envelope  to: 
National  Living  Trust  News  Bureau 
3000  Ocean  Park  Blvd.  #1070,  Dept.  1 
Santa  Monica,  CA  90405 


Golf  Products/Accessories 


GOLFER'S  JOURNAL  fwm  GOLF  DIGEST 

Track  each  round  shot-by-shot,  pinpoint  strengths 
and  weaknesses.  Lower  your  score  with  tips  and  in- 
struction from  PGA  Pros:  Price,  Kite,  etc., handicap 
section  and  more.  Great  to  plan  and  record  rounds 
when  travehng.  Quality  gift  for  business  clients/ 
outings.  Green  genuine  leather,  color  photos,  160 
gilded  pages,  3-1/8"  x6",  $19.95  -i-  Shp.,  $.3.95  (US) 
$7.95  (CAN)  ORDER  BY  CREDIT  CARD  1-800-862-0557 


Golf  Schools 


Golf  Is  Good  Business 
Better  Golf  Is  Better  Business 

The  Amelia  Island  Plantation  Golf  School 

For  information/free  brochure 

Call:  1-800/874-6878  •  Fax:  904/277-5950 


Golf/Travel 


1995  Maui  Golf  Guide 


Portable  Software  Travel  Guide 


g  l-8( 


•  f^ultimedia  14-courie  tour 

•  Enpert  Hoie-By-Hole  Strategy 

■  Full  Color  Pliwos  of  Best  Holes 

•  i'':"  Diskettes-  No  CD-ROM  Required 

•  MS-Windows  or  Mac 


$29.95 
1-800-580-5050 


rpfoasm 
GUIDES 


Corporate  Gifts 


Coffee  Mugs  $.98 

High  Quality  Logo  Items 
Promote  Your  Business 


Heavyweight  Cotton  T's      144  $  4.35 

Bic  Clic  Stic  Pens  500  $  56 

Golf  Shirts,  Cotton  Embr     144  $1185 

We  Supply  Fortune  500  Co 


C»U  CREATIVE  INFLUENCE  today 
800  722-IDEA  (43321 


Menswear/Fashion 


MEN*S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  wiijth  for  men  who  need  It. 
Excellent  variety,  styling  and  quality. 
Send  for  FREE 
CATALOG 


Tlie  WlilesI  Selecllon  ol  Ihe  Wiliest  Shoes  Anywhere! 
HITCHCOCK  SHOES.  INC 

Dept.  S.S  E  Hingham,  MA  02043 


Books 


✓  Sai^e  5S  ✓  Slash  Taxes! 
\^End  "Employee  Problems!"  I 
I    ✓  Improve  Productivity  | 


Replace  Employees  With 
Independent  Contractors! 


1-800-486-3033 

Corporate  Gifts 


Build  Your  Image! 


And  build  your  business! 


1-800-792-2277 


Fax  510-786-1 1 1 1  Attn  Mr  Burtoti 

THE  CORPORATE  CHOICE 


^ does  everything  your  workstation  isn't  power 
enough  to  do.  Everything  you  always  wanted  to  c 
if  only  you  liad  the  hardware.  And  does  it  at 
fraction  of  the  cost  of  a  traditional  supercomput 

Its  the  new,  affordable  Ciwy  J90,  with  pric 
starting  at  $225,000  and  perlormance  scaling  up 
6  4  gigaflops  of  power,  8  gigabytes  oi  memory  anc 
51,2  gigabytes  per  second  memory  bandwidt 

For  everybody  who  does  simulation,  there 
no  substitute  lor  owning  your  own  Cr.ay. 

Find  out  more  about  the  affordable  Cray  J' 
supercomputer.  Call  us  today,  1-800-289-CRAY.  Em; 
us  at  cra\info@craycom.  Or  find  us  on  the  worl 
wide  web  at  httpV/www.craycom/ 


OXYMORONIC 


asiness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


ange  from  last  week:  -0.5% 
ange  from  last  year;  6.2% 


Change  from  last  week:  0.2% 
Change  from  last  year:  8.6% 


•  260 


PRODUCTION  INOEX 

Apr.  29=121,3 
1992=100 


■  250 


LEADING  INDEX 

Apr.  29=256.3 
1967=100    240 


■  230 


.  220 


May  Sept  Jan  Apr. 

1994  1994  1995  1995 

lexes  are  4-week  moving  averages 

iroduction  index  slipped  during  ttie  week  ended  Apr.  29.  Before 
lation  of  the  four-week  moving  average,  the  index  also  fell,  to  120.8, 
121.9.  For  the  month  of  April,  the  index  dropped  to  121.3,  from  122.8 
srch. 

eading  Index  increased  during  the  latest  week.  The  unaveraged  index  also 
to  257.4,  from  256.3.  That  reflects  the  rallies  in  the  stock  and  bond 
its.  The  April  index  stood  at  256.3,  up  from  March's  254.5. 

ouct'on  inde;*  copyright  1994  by  The  r^cGraw-Hill  Companies      BW  leading  index  copyright  1994  by  CIBCR 


1 ATECT 

LAI  to 1 

UICCV 

VCADI V 

WEEK 

AGO 

%CHG 

STEEL  (5/6)  thous.  of  net  tons 

1,953 

1,995# 

1.3 

AUTOS  (5/6)  units 

134,705 

146,204r# 

-7.2 

TRUCKS  (5/6)  units 

117,639 

120,635r# 

-3.7 

ELECTRIC  POWER  (5/6)  millions  of  kilowatt-hrs. 

55,054 

54,241# 

2.5 

CRUDE-OIL  REFINING  (5/6)  thous  of  bbl  /day 

13,972 

14,125# 

-2.2 

COAL  (4/29)  thous.  of  net  tons 

20,135# 

19,478 

1.0 

PAPERBOARD  (4/29)  thous.  of  tons 

909. 6# 

928.1r 

4.5 

PAPER  (4/29)  thous.  of  tons 

856. 0# 

856. Or 

7.8 

LUMBER  (4/29)  millions  of  ft. 

436. 8# 

418.5 

-2.0 

RAIL  FREIGHT  (4/29)  billions  of  ton-miles 

24. 4# 

23.7 

4.7 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
/Association,  WWPA',  SFPA^,  Association  of  American  Railroads 


DING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

WEEK 

AGO 

%CHG 

EK  PRICES  (5/5)  s&p  500 

518.05 

513.18 

14.8 

GOLD  (5/10)  $/troy  oz. 

383.200 

388.700 

1.4 

PORATE  BOND  YIELD.  Aaa  (5/5) 

7.91% 

8.00% 

-0.8 

STEEL  SCRAP  (5/9)  #1  tieavy,  $/ton 

142.50 

137.50 

10.9 

ISTRIAL  MATERIALS  PRICES  (5/5) 

115.1 

115.1 

NA* 

COPPER  (5/6)  e/ib. 

129.0 

132.5 

32.9 

INESS  FAILURES  (4/28) 

NA 

NA 

NA 

ALUMINUM  (5/6)  <t/\b. 

86.5 

89.4 

37.3 

.ESTATE  LOANS  (4/26)  bii  II 


$475.3     $474.3r      11.8  COTTON  (5/6)  strict  low  middling  1-1/16  in  ,  g/lb.    105.56     107.65  31.6 


EY  SUPPLY.  M2  (4/24)  bnnons 


$3,612.0  $3,601.7r  1.8 


OIL  (5/9)  $/bbl. 


19.64  20.13 


10.0 


lAL  CLAIMS.  UNEMPLOYMENT  (4/22)  thous 


351 


341 


5.4 


ces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
5,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
ge  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ess  failures  and  real  estate  loans   'Historical  data  available  from  CIBCR. 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week.  IVIemphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


LATEST 

WEEK 

YEAR 

EREST  RATES  • 

JAPANESE  YEN  (5/i0) 

WEEK 

AGO 

AGO 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

83.45 

83.25 

104.68 

ERAL  FUNDS  (5/9) 

GERMAN  MARK  (5/10) 

1  39 

1.37 

1.67 

5.95% 

6.01% 

3.70%. 

BRITISH  POUND  (5/i0) 

1.59 

1.62 

1.50 

IMERCiAL  PAPER  (5/9)  3-month 

6.04 

6.12 

4,73 

FRENCH  FRANC  (5/iO) 

4.87 

4.90 

5.74 

TIFICATES  OF  DEPOSIT  (5/i0)  3  month 

5.97 

6.07 

4,68 

ITALIAN  LIRA  (S/iO) 

1622.3 

1664.5 

1608.5 

:D  MORTGAGE  (5/5)  30-year 

8.45 

8.46 

8.68 

CANADIAN  DOLLAR  (5/iO) 

1.36 

1.36 

1.38 

USTABLE  MORTGAGE  (5/5)  one  year 

6,24 

6.24 

5.30 

MEXICAN  PESO  (5/10)' 

5.875 

5.840 

3.320 

HE  (5/10) 

9.00 

9.00 

6.75 

Sources:  Major  New  York  banks.  Currencies 

expressed  in  units 

per  U.S.  c 

ollar. 

ceS:   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

except  for  British  pound  in  dollars 

'  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
iment    l=Western  Wood  Products  Assn        2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


5IMG  STARTS 

day,  May  16,  8:30  a.m.  ►  Housing 
5  probably  rebounded  a  bit  In  April,  to 
inual  rate  of  1.28  million,  according  to 
nedlan  forecast  of  economists  surveyed 
VIS  International,  one  of  The  McGraw- 
!)ompanles.  A  drop  In  fixed  mortgage 
temporarily  boosted  home  buying.  The 
rise  would  be  the  first  increase  in 
Jbuilding  since  December.  In  March, 
5  plunged  a  surprising  7.9%,  to  a  1.21 
on  pace. 

ISTRIAL  PRODUCTION 

day,  May  16,  9:15  a.m.  ►  Output  at 
lation's  mines,  utilities,  and  factories 
ably  dropped  0.4%  in  April,  after  slip- 


ping 0.3%  in  March.  That  would  be  the 
first  back-to-back  decline  in  two  years.  The 
April  drop  is  indicated  by  the  fall  in  factory 
jobs  and  work  time,  especially  overtime. 
Auto  makers  probably  led  the  cutbacks  in 
manufacturing  output,  but  the  weakness 
was  widespread.  Operating  rates  likely  also 
slipped  lower  last  month.  The  mms  forecast 
expects  that  the  capacity  utilization  rate 
fell  to  84.3%  in  April,  from  84.9%. 

INTERNATIONAL  TRADE 

Thursday,  May  18,  8:30  a.m.  ►  The  trade 
deficit  for  goods  and  services  was  probably 
little  changed  in  March,  from  February's  $9 
billion.  The  mms  economists  expect  little 
change  in  either  exports,  which  rose  2.4% 


in  February,  or  imports,  down  2%  in  Febru- 
ary. However,  because  foreign-made  goods 
accounted  for  some  of  the  inventory  build- 
up in  the  first  quarter,  imports  may  have 
fallen  in  March.  That  would  mean  some 
narrowing  in  the  trade  deficit. 

FEDERAL  BUDGET 

Friday,  May  19     The  U.  S.  Treasury  Is 
expected  to  report  a  surplus  of  $38  billion 
for  April,  That's  more  than  double  the 
$17.5  billion  surplus  reported  in  April, 
1994.  Stronger  income  growth  last  year 
boosted  individual  tax  payments  due  by 
Apr.  17,  and  the  second  installment  of  the 
1993  tax  hike  on  the  wealthy  was  expected 
to  bring  in  an  additional  $4.2  billion. 
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graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
bilities of  their  133,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
for  specific  products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
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This  Week, 
Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

Sunday:  This  IS  the  week  for 
BW's  annual  list  of  Hot  Growth  Com- 
panies. Talk  about  the  top  100  with 
growth-fund  manager  Gary  Pilgrim  of 
PBHG  and  BW's  Jane  Sasseen.  May  14 
9  p.m.  EDI  in  the  Globe 

Tuesday:  Investing  in  science 
and  technology — advice  from  T  Rowe 
Price's  Charles  A.  ("Chip")  Morris 
and  BW  mutual-fund  guru  Jeffrey 
Laderman.  May  16 
8  p.m.  EOT  in  the  Coliseum 


Watch  BW  Online  on  AOL 
for  other  special  events. 

For  a  free  trial  diskette 
including  10  free  hours  on  AOL, 
call  1-800-641-4848  and 
mention  Business  Week. 
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Editorials 


DON'T  BACK  DOWN  ON  JAPAN  NOW 


No  one  wants  to  start  a  trade  war.  But  in  the  aftemiath  of 
the  May  5  breakdown  of  the  trade  talks  with  Japan, 
the  Clinton  Administration's  vow  to  impose  sanctions  on  Jap- 
anese imports  is  a  sad  necessity.  The  U.  S.  must  continue  ne- 
gotiating, but  it  must  also  show  that  it  is  serious  about  free 
trade — and  that  means  imposing  punitive  tariffs  on  Japa- 
nese-made goods  unless  Japan  agrees  to  substantially  open  its 
domestic  auto  and  auto-parts  markets  to  U.  S.  companies. 

The  key  issues  are  clear.  The  U.  S.  auto  and  auto-parts 
mai'kets  ai'e,  for  the  most  pail,  open  to  Japanese  manufactur- 
ers, while  the  Japanese  have  made  it  hard  for  U.S.  auto 
companies  and  their  suppliere  to  compete  there.  For  example, 
U.  S.  parts  cannot  be  sold  in  most  Japanese  repau-  shops,  cut- 
ting U.  S.  companies  out  of  the  lucrative  aftermarket.  As  a 
result  of  trade  barriers  such  as  these,  the  U.  S.  is  running  a 
$37  billion  deficit  in  auto  and  auto  parts  wdth  Japan,  almost 
60%  of  the  total  bilateral  trade  deficit.  Opening  up  the  Japa- 
nese car  market  and  requiring  Japan  to  increase  its  purchas- 
es of  U.  S.  auto  parts  would  go  a  long  way  toward  restoring 
the  U.  S.  trade  balance. 

The  outcome  of  this  dispute  may  set  the  tone  for  world 
trade  for  years  to  come.  There's  much  more  at  stake  than 
simply  the  health  of  the  U.  S.  auto  industry  or  the  size  of  the 
trade  deficit.  Asia's  developing  countries  are  intently  watching 
Japan's  strategy  of  closed  domestic  markets  and  aggi'essive 
exports.  If  the  U.  S.  backs  off  now,  it  will  send  a  signal  that 
this  sort  of  mercantilist  behavior  is  acceptable. 


The  U.S.  sanctions  will  hkely  target  imported  Japj 
luxury  cars  and  minivans.  That  may  cause  some  ar 
for  U.  S.  dealers  who  sell  these  vehicles.  Neverthelesl 
pain  at  home  is  worth  the  price.  If  the  tariffs  arel 
enough,  Japanese  exporters  will  start  complaining  lou| 
their  government.  The  Japanese  bureaucrats  who  are 
ing  progress  in  the  trade  talks  are  more  likely  to  lislj 
Toyota  Motor  Corp.  and  Nissan  Motor  Co.  than  to| 
Trade  Representative  Mickey  Kantor  and  Commerce 
tary  Ronald  H.  Brown. 

In  the  event  of  trade  sanctions,  the  Japanese  have  t1 
ened  to  bring  action  against  the  U.  S.  at  the  World  Traq 
ganization.  Aside  from  the  fascinating  spectacle  of  the  po 
ing  the  kettle  black,  the  U.S.  shouldn't  be  woiried.  The| 
is  planning  to  bring  its  own  case  against  Japan,  whic 
U.S.  has  a  good  chance  of  vanning.  A  more  worrisome, 
likely,  possibility  is  that  Japan  will  retaliate,  either  by 
off  the  supply  of  critical  electronic  components  or  by  sl(j 
down  their  purchases  of  U.  S.  treasury  securities, 
would  drive  up  U.S.  interest  rates.  Either  one  would  tij 
the  wor-st  protectionist  impulses  in  Congi'ess,  leading  to 
ther  escalation  of  the  trade  dispute. 

Free  ti-ade  is  the  critical  glue  holding  the  post-cold-wa 
bal  economy  together.  But  it  only  works  if  everyone  f(j 
the  same  rules.  Countries  that  keep  their  markets 
should  not  expect  easy  access  to  the  U.  S.  or  anywhere] 
That's  a  principle  worth  upholding. 


SCALPELS,  NOT  AXES,  WILL  FIX  MEDICARE 


As  the  Republican  Congress  begins  considering  two  ver- 
sions of  a  fiscal  1996  budget,  there  will  be  much  talk  of 
"reforming"  Medicare.  The  federal  government's  health-care 
plan  covei-s  34  million  elderly  Americans  at  a  cost  of  $178  bil- 
lion this  yeai-  and  gi-owing  by  10%  a  year*.  The  system  is  enor- 
mously expensive  and  rapidly  going  broke.  But  choosing  the 
right  approach  to  solve  both  problems  will  require  some 
cai-efuUy  ci-afted  policy  changes  and  some  experimentation,  not 
just  wholesale  spending  cuts. 

With  Social  Security  off  the  table,  Medicare  is  the  only 
place  where  congressional  budget  committees  seeking  to 
eliminate  the  deficit  by  2002  can  find  the  big  bucks.  That's  be- 
cause expenses  for  the  health  entitlement  have  been  growing 
faster  than  any  other  portion  of  the  budget. 

The  question  is  precisely  how  to  cut  Medicare  spending. 
The  Senate  budget  proposal  ducks  the  issue  by  suggesting  a 
bipartisan  corrmiission,  but  the  temptation  of  the  budget-cut- 
ters will  be  simply  to  cut  the  rates  at  which  hospitals  and 
physicians  are  reimbursed  for  the  care  they  provide.  This  so- 
lution, though,  has  been  tried  several  times  in  the  past  and 
found  wanting.  The  trouble  is  that  hospitals  and  doctors 


have  to  make  up  for  the  decrease  in  fees  by  charging 
non-Medicare  patients  more  and  by  increasing  the  numl 
procedui'es  and  tests  for  their  Medicare  patients.  In  the 
the  Medicare  bill  keeps  gi-owing,  while  making  health 
more  expensive  for  everyone  else. 

Instead,  Congr-ess  needs  to  change  substantially  the 
the  Medicai-e  progi'am  is  r-un.  That  means  trying  a  vari^ 
appi'oaches  to  see  which  ones  woi'k  best.  In  addition  t( 
ting  Medicar-e  fees,  any  reform  should  include  signifrcai 
centives  for  the  elderly  to  join  managed-care  net^w^ 
which  should  lower  costs  for  the  government.  Seniors 
be  given  vouchers  to  buy  their  insurance  or  health 
and  they  could  be  encouraged  to  economize  by  bein 
lowed  to  bank  the  excess.  Coi-por-ations  that  provide 
employees  with  health  insurance  should  be  urged  to  kee 
tirees  in  their-  managed-cai'e  networ-ks,  with  Medicar-e  pi 
up  part  of  the  tab. 

Medicare  needs  to  be  fixed,  whether  Congr-ess  passes 
cut  or  not.  But  it  won't  be  easy — and  if  the  Repub 
simply  hack  away  at  the  progr-am,  the  r-esult  may  be  ' 
worse  than  what's  there  now. 
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K  E  A  N  E  ,  Inc. 

One  oe  over 
300  companies  to 
switch   from  nasdaq 
to  the  amex 
SINCE  January  1987. 


Less  Volatility 
Short   Sale  Protection 
Narrower  Spreads 

AMERICAN  STOCK  EXCHANGE 

The  Smarter  Place  To  Be 


INC  •  THE  NEW  YORK  TIMES  COMPANY  •  HANOVER  DIRECT  INC  •  TURNER  BROADCASTING  SYSTEM  INC  •  IVAX  CORPORATION] 


For  more  [nformaiion  contact  Dick  Svhon,  American  Stock  Exchwc.  e  Chairman,  at  212-306-5353  or  rsvron  @  amex.com. 


SIEMENS 


1895.  That  was  then. 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray 
tubes  in  1896. 


©Siemens  Corporation  1995 


INTRODUCING 
THE  NEW  FORD 
TAURUS  SE 


It's  the  Taurus  with  a  decidedly 
^porr\'  edge.  Taurus  SE  s  cast 
iluminum  wheels,  new  clear  lens 
headlamps  and  available  spoiler 
make  a  serious  statement  of  sr\'le. 

Inside,  the  SE  has  a  long  list  of 
driver-friendly  touches.  Even  air 
conditioning  comes  standard.  And, 
of  course,  Taurus  SE  also  gives  you 
the  added  safet}'  of  standard  dual  air 
hags*  and  available  anti-lock  brakes. 

But  the  SE's  news  doesn  t  end 


there.  There's  a  refined  powertrain 
that  delivers  an  especially  smooth 
performance  from  the  computer- 
controlled  V-6  engine.  And  when 
it  comes  to  value,  Taurus  performs 
equally  as  well,  as  a  better  \  alue 
than  its  leading  competition!* 
FORD'S  ROADSIDE  ASSISTANCE! 

Help  is  onh  a  toll-free  call  away 
if  \ ou  or  your  family  should  have  a 
flat  tire,  get  locked  out  or  simply 
run  out  of  gas. 


1  he  new  Taurus  SE.  Sit  back, 
relax  and  enjo\'  the  sporting  event 
of  the  season. 

*AKva\s  wear  your  safcn  belt.  "Based  on  MSRP 
comparison  of  base  Taurus  vs.  the  leading 
sellers  in  its  class,     \ears/3(i. ()()()  miles  See 
dealer  tor  details 

HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


1995.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human 
body  more  clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens 
investment  in  research  and  development.  Happily,  you  don't  have  to  be  a 
scientist  to  appreciate  the  results.  Doctors,  hospitals  and  clinics  throughout 
America  are  giving  their  patients  better  care  because  of  Siemens  advances 
in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic  reso- 
nance, nuclear  imaging  and  computed  tomography.  And  that's  the  kind  of 
results  we  can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '95.  Box  8003M,  Trenton,  New  Jersey  08650 
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The  Mercedes-Benz  E-Class  Special  Edition 
is  for  those  who  value  innovation.  ,  , 
engineering,  durability  and  safety.  •  ■ 

T  / "  And  stuff  they  don't  have  to  pay  for.  ' 

For  years,  everyone  from  passionate  drivers  to  passionate  magazine 
editors  have  lieaped  high  praise  on  the  Mercedes-Benz  E-Class.  (In 


fact,  this  year,  the  IntelliChoice*  automobile  survey  named  the 


TheE-Class 
Special  Edition 


The  E-Class 
Special  Edition 
will  include 
stuff  like  uniquely 
designed  alloy  '"  ■ 
wheels,  an 
integrated  Car 
phone,  a  high- 
performance 
sound  system 
and  a  six-disc 
CD  changer. 
And  more. 
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WITH  OLUWABUNMI  SHABI 


REVOLVING  DOOR 

HELLO.  I  MUST  BE 
GOING  

LIFE  AT  RETAILER  MONTGOM- 

ery  Ward  isn't  any  better  the 
second  time  around.  Just  ask 
Wai'd's  forTner  president,  Ber- 
nard W.  Andrews, 
who  on  Apr.  18 
quietly  cleaned  out 
his  desk. 

It  was  the  sec- 
ond time  Andrews 
quit.  Both  times, 
former  execs  say, 
Andrews  left  be- 
cause of  excessive 
meddling  by  Waitl's 
fieiy  chaiiTnan,  Ber- 
nard F.  Brennan. 
After  his  first  exit  in  1990, 
Andrews  joined  electronics 
retailer  Circuit  City  Stores. 
But  after  a  steady  stream  of 
high-level  defections,  Bren- 
nan wooed  Andrews  back  16 
months  ago  to  fix  the  Chica- 
go-based retailer's  faltering 


ANDREWS 

No.  2  to  go 


apparel  business,  pledging 
that  he  wouldn't  interfere 
again.  "It's  the  same  old 
thing,"  says  a  foirner  Ward's 
exec.  "Brennan  promises 
them  they'll  be  able  to  do 
their  own  thing,  and  then  he 
doesn't  let  them."  Andrews 
couldn't  be  reached  for  com- 
ment, and  Ward's 
will  say  only  that 
Andrews  "left  for 
personal  reasons." 

Andrews  is  the 
third  No.  2  e.xec  to 
leave  since  1993. 
His  departure 
comes  as  Ward's  is 
in  the  midst  of  a 
hard-fought  recov- 
ery. Its  1994  reve- 
nues  rose  17%,  to 
$7  billion,  while  eaiTiings  rose 
14%,  to  $117  million.  Little  is 
known  about  Ward's  manage- 
ment turmoil,  because  the 
company  offers  lucrative  exit 
packages  that  are  honored 
only  if  ex-execs  stay  mum  for 
a  long  time.  Susan  Chandler 


;  rhinl 
since  '9,i 


CRASH  TEST 

SCANNING  FOR 
SCHEMERS  

INSURERS  ARE  CRACKING  DOWN 

on  a  pernicious  form  of  fraud 
— staged  cai-  accidents.  In  this 
scam,  con  aitists  hii'e  folks  to 
cause  a  collision.  The  crooks 
turn  a  fender-bender  into  big 


bucks  hy  inflating  med- 
ical and  legal  bills.  The 
schemes  cost  insurers 
millions  and  can  cause  injuiy 
to  innocent  motorists. 

Finally,  insui'ers  are  mak- 
ing a  dent  in  the  problem.  In 
the  pat^t  SLX  months,  400  indi- 
viduals in  12  states  have 


been  charged  with  filing 
fraudulent  accident  claims 
worth  at  least  $25  million, 
says  the  National  Insurance 
Crime  Bureau  (nicb),  a 
nonprofit  funded  by  insurers. 
How  did  they  do  it?  By 
creating  a  database  of  300 
million  records  from  law  en- 
forcers and  insurers,  nicb 
snoops  search  to  see  if  the 
same  address, 
driver's  Hcense, 
doctor,  or  law- 
yer appear  on 
suspicious 
claims.  "Com- 
mon denomina- 
tors begin  to 
show  up,"  says 
Glenn  Wheeler 
of  State  Farm 
Insurance.  "Then,  you  can 
start  putting  the  pieces  to- 
gether" Since  insurers  don't 
share  information  directly, 
they  avoid  privacy  and  anti- 
trust issues.       Amey  Stone 


BANG-UP  JOB: 

Pafferns  emerge 


TALK  SHOW  Ul  think  Orange  County  should  be  abollshedl 

frankly.  That  county  is  too  good  for  the  people  who  live  ther'T 

— Californ  ia  State  Assembly  Speaker  Willie  Brown  on.  county 
leaders'  sluggishness  in  devising  a  bankruptcy-recovery  plan 


GOLDEN  HARVEST 


irS  A-MAIZING:  FOLKS  CAN'T  GET  ENOUGH 


CORN  IS  MAKING  A  COMEBACK 

— much  to  the  surprise  of 
Wall  Street  and  to  the  de- 
light of  seed  and  fertilizer 
companies.  Both  had  figured 
that  last  yeai-'s  abundant  hai*- 
vest  would  cause  fanners  to 
cut  back  their  crops  in  re- 
sponse to  lower  prices.  Be- 
sides, how  much  corn  could 
the  world  consume? 

As  it  tums  out,  plenty.  Of 
last  year's  colossal  10.1  bil- 
hon-bushel  crop,  the  feds  ex- 
pect the  marketplace  to  gob- 
ble up  all  but  1.6  billion 
bushels.  And  1996's  surplus 
is  forecasted  to  be  even 
smaller.  The  high  demand  for 
products  such  as  animal  feed 
and  corn  syrup,  coupled  with 
strong  exports,  has  driven 
corn  futures  up  26%  since 
November,  to  $2.66  per  bush- 


el as  of  May  16.  Seed 
fertilizer  companies  are 
ishing  the  boom.  "For  in 
tors,  this  is  going  to  t 
gi'eat  place  to  be,"  says 
vid  Nelson  of  Nat  West 
curities,  who  is  buUish  on 
oneer     Hi-Bred,  Del- 
Genetics,  Potash  of  Saska 
ewan,  and  IMC  Global. 

Mother  Nature  has 
helped  Corn  Belt  suppli 
A    soggy    spring  dela 
planting,  holding  down  yi 
and  setting  the  stage  f( 
banner  '96.  Chicago-based 
goro  will  be  ready,  vows 
Robert  E.  Fowler  Jr.  The 
tilizer  company  recently 
quired  a  potash  mine,  - 
panding  capacity  60%.  If 
weather  holds  up,  com  fi 
could  be  popping  up  all  i 
the  place.  Greg  Bin 


THE  LIST  TO  SCREAM,  PRESS  0' 


ii 


RINGY-DiNGY:  Best  pickups 

Who'd  have  guessed  the 
Social  Security  folks  give 
better  customer  service  on 
the  phone  than  Corporate 
America's  role  models?  Dal- 
bar  rated  how  long  it  rings, 
how  long  you're  on  hold, 
and  how  knowledgeable 
staffers  are.  Social  Security 
did  best  on  ring  time — foui- 
seconds.  L.  L.  Bean  took  12 
seconds  to  answer. 


Top  Providers 
of  Telephone 
Customer  Service 

(On  a  three-point  scale) 
COMPANY  SCORE 


SOCIAL  SECURITY  ADMIN. 

2.38 

SOUTHWEST  AIRLINES 

2.3e 

NORDSTROM 

2.25 

L.  L.  BEAN 

2.13 

XEROX 

2.13 

DISNEY 

2.14 

SATURN 

2.11 

MUTUAL-FUND  COMPANIES 

2,1C 

FEDERAL  EXPRESS 

2.06 

AT&T  UNIVERSAL  CREDIT 

2.0£ 

VARIABLE  ANNUITY  PROVIDERS  2M 

DATA;  OALBAR  INC 
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"  What  I  need  is 
a  pint-size  notebook  with  a 
full-size  keyboard." 


"  Yeah,  and  make 
the  screen  big  enough  so 
I  don't  go  blind." 


"That's  all  fine,  but  it 
better  not  weigh  me  down 
like  a  ball  and  chain  " 


IBM  Solution  #122248 -B 


ThinkPad  701C' 


w  computers  in  the  world  can 
all  things  to  all  people.  But 
e  notebook  just  might  be.  The 
w  IBM  ThinkPad  701C.  With  its 
jenious  expanding  keyboard  and 
nerous  full-size  color  screen,  this 
mpact  4.5-lb;  notebook  delivers 


97"(W)x79"  (D)x1 7"  (Hj  •  Removable  hard  drive 


olupto720m' 
'  Integrated  intrared  lite 
transfer  capability 


14 1Kbps  dala/lax  modem 
Fax  IDiC  1692 


'  Weight  4  5  pounds' 
■  10  4"'  active-matrix 
TFT  color  screen 
486DX4  75MHz  or 
DX2  50l</IHz 


FOR  DETAILS  ON  THINKPADS,  CALL  1  800  772-2227' 


awesome  power  and  performance 
with  truly  unrivaled  portability  An 
inspired  paradox,  in  short.  That's 
small  when  you  carry  it.  And  big 
when  you  work.  The  ThinkPad  701C. 
Just  one  more  reason  why  there  is 
a  difference!"  — —  —  — 


udes  ballecy  Excludes  external  disk  drive.  Weighl  may  vary.  'Measured  diagonally  'MB=million  byles.  Accessible  capacity  varies  IBM  and  ThinliPad  are  legislered  trademarks  and  Ttiere  i: 
lerence-  is  a  trademark  ot  Internalional  Business  Machines  Corporalinn  "In  Canada,  call  t  800  465-7999  ©1995  IBM  Corporation 
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CAR  WARS 

VOLKSWAGEN  IS 
LEARNING  CHINESE 

JAPANESE  AUTO  MAKERS  MAY 

have  more  to  worry  about 
than  U.  S.  trade  sanctions. 
Now,  Volkswagen  is  after 
some  of  Japan's  most  loyal 
customers:  Asian  Americans. 
In  a  $1  mil- 
lion cam- 
paign, the 
German  car- 
maker is  lim- 
ning Chinese- 
language  ads 
in  paper's  and 
on  TV  in  the 
San  Francis- 
co area.  They 
aren't  like  VW  AD: 
the  glamour  Big  bet  on 
promos      of  a  hard  sell 

the  U.S.  in-   

dustry,  such  as  the  one  fea- 
turing soap  opera  queen  Su- 
san Lucci  fawning  over  a 
Ford.  Instead,  vw's  ads  ac- 
cent disk  brakes  and  car 
frames.  Stressing  reliability 
and  sturdiness,  says  vw's 


Ron  Lee,  is  key  to  hooking 
Asian-American  customers. 

Volkswagen's  initial  ads,  in 
such  publications  as  The 
Sing  Tao  and  The  China 
Press,  are  aimed  at  Chinese 
Americans,  the  largest  and 
wealthiest  group  of  Asian 
Americans.  A  smaller  effort 
courts  Vietnamese  Ameri- 
cans. But  it  will  be  a  tough 
sell.  In  1993,  59%  of  the 
cars  a  sampling  of  Asian- 
American  drivers  pur- 
chased were  Japanese- 
made,  with  Toyota  the 
most  popular  make,  ac- 
cording to  a  survey  by 
Asian  Media  Sales. 
By  contrast, 
WfftfiK  Japanese  autos 
account  for 
only  29%  of 
the  total  U.S. 
market.  Still, 
VW,  which  sells 
97,000  cars  in  the 
U.S.  annually,  says  its  gam- 
ble could  pay  off  big.  The 
Asian- American  population  is 
expected  to  swell  to  about 
11  million  by  2000,  up  from  7 
million  in  1990.  □ 


DIALING  FOR  DOLLARS 

SNITCHING:  THAT'S  WHERE  THE  MONEY  IS 

Williams'  conviction,  an  anon- 
ymous tipster  got  $40,000  on 
May  3  for  helping  the  feds 
find  Williams,  a.k.a.  "The 
Shootist."  (He  liked  to  shoot 
up  bank  ceilings.) 

That's  quite  a  payday,  since 
rewards  average  around 
$1,000.  Even  so,  bounties  and 
infomiant  phone  lines  such  as 
"We  Tip"  are  credited  with 
slashing  bank  heists.  In 
Southern  California  alone, 
they  plummeted  to  1,200  in 
1994  from  2,641  in  1992. 

At  Wells  Fargo,  rewards 
have  also  been  used  to  com- 
bat frauds  such  as  bad 
checks.  Progi-am  director  Lisa 
Wilhelm  says  the  bank  has 
saved  at  least  $12  million 
since  1991. 

As  for  Williams,  he's  be- 
hind bars  serving  a  92-year 
sentence.      Nanette  Byrnes 


WILLIAMS:  Sam 


IT  TOOK  EIGHT  YEARS  TO  SNAG 
Johnny  Madison  Williams  Jn, 
a  robber  who  hit  56  banks  for 
close  to  $900,000.  The  break 
came  when  banks  in  Califor- 
nia, Texas,  and  Washington 
State  ponied  up  reward  mon- 
ey for  tips.  Four  months  after 


DRAWN  &  QUARTERED 


ENDANGERED  SPECIES 


SMOKING:  A  NOT-SO-DIPLOMATIC  IMPASSE 


FAR  FROM  THE  TRAVAILS  IN 

Bosnia  or  Somalia,  U.  N.  Sec- 
retary General  Boutros  Bou- 
tros-Ghali  faces  a  pressing 
matter  closer  to 
home:  smoking  at 
U.  N.  headquarters 
in  New  York.  He 
will  soon  review 
a  proposal  to 
snuff  out  smok- 
ing in  most  of 
the  U.N.  The 
problem  is  that 
many  delegates 
and  staff  don't  par- 
ticularly cotton  to 
people  telling 
them  to  put  out  their  butts. 
In  the  Delegates'  Dining 
Room,  for  instance,  a  1987  cir- 
cular says  "smoking  will  gen- 
erally be  discouraged."  But 
ashtrays  and  matches  are 


still  on  nearly  every  ta 
Even  an  outright  ban 
smoking  in  small  confert 
rooms  isn't  always  honor 
After  all,  the 
curity  staff  isn't 
powered  to  ar 
people  who  bi 
the  rules.  ' 
U.N.  is  also 
mune  from  J 
York  City's 
covering  pd 
places.  I 
leaves  peer  p 
sure.  Says  Pi 
vian  diplomat  ( 
ton  Ibanes, 
smokes,  but  not  while  at 
U.N.:  "So  many  pec 
stopped  smoking  that  it 
become  an  antisocial  hal 
Boutros-GhaU  himself  is  r 
Lng  to  quit.  Peter  ( 


THE  BIG  PICTURE 


WORKING  IT  OUT 

The  civil  litigation  boom  may  have 
peaked.  After  a  steady  rise  for  at 
least  a  decade,  a  new  report 

shows  that  the  number  of   

cases  filed  in  1993  dropped 
to  the  lowest  level  in  six 
years.  The  National  Center 
for  State  Courts  speculates 
that  the  drop  is  due  to  the 
increasing  use  of  mediation 
and  arbitration  to  settle 
business  disputes,  as  well  as 
to  soft  business  conditions. 


DATA;  NATIONAL  CENTER  FOR  STATE  COURTS 


FOOTNOTES  Folks  who  bought  their  first  mutual  fund  directly  from  a  fund  manager:  32%;  will  buy  next  fund  that  way:  50% 
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IBM  Solution  #  81061-R 


a. k. a.  "Flexible  Architecture' 


'  company  on  earth  can  afford  to 
n  its  back  on  emerging  technology, 
lich  helps  explain  why  IBM  PCs  and 
5ir  SelectaBus  "  architecture  are  so 
nvenient.  Credit  our  unique  riser 
rds  that  offer  you  complete  freedom 
choose  your  desired  expansion 


PC  700 

•  SeleclaBus 
PCI/ISA  or  PCI/MC 

•  IBMHelpWare' 

•  Easy  Tools 
•  Fax  ID*  1776 

FOR  DETAILS  ON  IBM  PCS,  CALL  1  800  772-2227' 


bus.  Which  means  you  can  take 
advantage  of  higher- performance 
alternatives  while  saving  thousands  in 
upgrade  costs.  As  they  say  in  some 
parts  of  the  world:  "tres  magnifique!" 
SelectaBus.  One  more  reason  there 
is  a  difference."  —  ~ 


liable  only  on  486  models  'Foi  copies  ol  IBM's  SlalemenI  ol  Limited  Wattanly.  call  1  800  772-2227  Monitor  stand  optional  Ptoduct  availability  may  vary  IBM  and  HelpWare  are 
ilered  tiadematlis  and  SeleclaBus  and  -Thete  is  a  dilletence"  ace  lrademacl<s  ol  Inletnational  Business  Machines  Corporation  "In  Canada,  call  1  800  465-7999  ©1995  IBM  Corporation 
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GENES:  WHO  MADE  PROFITS 
THE  PRIME  CONSIDERATION? 

Your  article  "The  gene  kings"  (Cover 
stoiy,  May  8)  is  a  typical  mischaracter- 
ization  and  misunderstanding  of  ho\V 
scientific  research  functions  in  the  U.  S. 
The  two  scientists  that  you  espouse  to 
be  "kings"  have  no  clothes,  and  their 
"achievements"  come  from  the  labor  of 
thousands  of  dedicated  scientists  across 
the  world  who  have  built  this  technolo- 
gy that  they  are  trying  to  exploit  in  a 
get-inch-quick  scheme. 

Your  article  does  point  out  a  rather 
unfortunate  direction  in  the  research 
community — a  focus  on  profit  over  mak- 
ing a  positive  contribution.  One  thing 
is  certain:  The  lawyers  for  these  parties 
will  get  very  rich. 

Douglas  Coffin 
Great  Falls,  Mont. 


Washington  Post  is  at  least  as  libera 
The  Washington  Times  is  conserva 
and  The  New  Ym-k  Times  editorial  p 
is  at  least  as  liberal  as  The  Wall  St 
Joimial  editorial  page  is  conservat 
Yet  the  conservative  journals  are 
ferred  to  as  the  "light-vring  Washim 
Times"  and  the  "polemical  right-v 
Wall  Street  Journal  editorial  page" 
the  liberal  journals  referred  to  as  "] 
fessionally  run,  objective  sources" 
"impartial  and  authoritative"  but  m 
the  "left-wing  or  hberal"  anything, 
mainstream  liberal  media,  including 
author,  are  so  immersed  in  their  lib 
world  they  are  blind  to  their  ovra  b 
Peyton  Ganna 
Saratoga,  C 

In  your  essay,  it  is  stated  that  ' 
spite  endless  griping  to  the  contr 
there  is  little  hard  evidence  that 


Reading  your  article  re- 
inforced GUI'  commitment  to 
examine  the  ethical  issues 
that  result  ft'om  gene  re- 
search and  therapy.  In  ad- 
dition to  the  legal  ethics  re- 
lated to  patenting  gene 
sequences,  a  central  issue 
surrounding  gene  therapy 
is  how  this  technology  af- 
fects patient  populations. 
These  ethical  issues  include 
the  availability  of  gene  testing  to  low- 
income  patient  populations,  and  discrim- 
ination by  employers  and  health-  and 
life-insurance  companies  toward  people 
carrying  a  cancer  or  disease  gene. 

As  medical  technology  progresses, 
the  ethical  application  of  these  advances 
needs  to  be  discussed. 

Dr.  Norman  T.  Mendel 
City  of  Hope  National 
Medical  Center 
Duarte,  Calif. 

MAINSTREAM  LIBERAL  MEDIA: 
BLIND  TO  THEIR  OWN  BIAS' 

Regarding  "Wlio  speaks  for  Ameri- 
ca?" (Media,  May  8),  surely  a  nonparti- 
san observer  would  judge  that  The 


BusinessWeek 


MISCAST 

"The  two  scientists  yoi 
espouse  to  be  'kings' 
have  no  clothes,  and 
their  'achievements' 
come  from  the  labor  o 
thousands  of  dedicate 
H  scientists..." 

traditional  media]  timly  do  exhibit  a  pi 
eral'  bias."  I  find  this  assertion  imfe* 
sible  to  accept.  Network  news  co'» 
age  and  papers  such  as  The  Washi7i§fi 
Post  (to  which  I  subscribe)  consisteij 
reveal  theii'  political  pi-eferences  thrc^i 
the  stories  that  they  cover  or  don't  W- 
er,  the  terminology  that  is  used,  i).c 
the  statements  of  opinion  that  are  tfi- 
sented  on  ft'ont-page  stories  as  if  tgj 
were  facts. 

Radio  talk  shows  are  more  con 
vative  than  the  mainstream  media 
cause  journalists  no  longer  preset 
balanced  point  of  view.  If  they  did, 
imlikely  that  Rush  Limbaugh  and  ot^ 
would  have  as  wide  an  audience  as 
enjoy  today.  Worst  of  all,  however, 
magazines  such  as  business  week 
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hen  was  the  last  tune  the  British  were  this  excited  about  anything? 


)uch  festivity  is  understandable. 

Not  merely  because  the  1995  Range 
over  4.0  SE  is  the  first  entirely  new 
ange  Rover  in  25  years.  But  also  because 
lere's  never  been  a  vehicle  like  it. 

Off-road,  its  new  4.()-liter  V8  engine, 
ong  with  second-generation  electronic 
action  control  and  all-terrain  ABS, 
Lakes  it  easier  than  ever  to  gracefully 
mquer  minor  obstacles. 

Like  Guatemala. 

And  on-road,  the  new  Range  Rover  not 


only  puts  other  4x4's  to  shame,  it  also 
out-amenities  other  luxury  cars. 

The  fact  is,  from  dual  airbags  to  the 
Range  Rover's  unique  electronic  air 
suspension,  we  rethought,  redesigned, 


RANGE  ROVER 


and  upgraded  virtually  100%  of  every 
system,  and  every  last  feature  and  func- 
tion in  the  Range  Rover,  to  create  the 
Range  Rover  4.0  SE. 

Of  course,  this  new  Range  Rover  also 
comes  with  a  new  price  of  ^54,000f 

To  understand  why  many  people 
already  consider  this  reasonable  for  a 
vehicle  so  exceptional,  we  urge  you  to  call 
1-800-FlNE  4WD  for  a  dealer  near  you. 

After  all,  we  may  not  come  out  with 
another  new  Range  Rover  until  2020. 


Always  use  your  seatbelcs.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


deny  that  the  liberal  bias  in  the  media 
exists. 

The  popularity  of  radio  talk  shows 
will  remain  high,  and  the  credibility  of 
the  mainstream  media  continue  to  erode, 
until  the  mainstream  media  move  their 
opinions  off  the  front  page  and  onto  the 
editorial  page  where  they  belong. 

Bradford  V.  Frisby 
Arlington,  Va. 

WHY  HEALTH  CARE 

ISN'T  FEELING  SO  HOT  

The  article  "Sudden  illness"  (News: 
Analysis  &  Commentary,  May  8)  should 
sei"ve  as  a  wake-up  call  to  all  who  es- 
pouse Health  Maintenance  Organizations 
and  managed-care  organizations  as  the 
ultimate  solution  for  health  care  in  this 
countiy. 

While  no  one  disputes  the  impact  of 
HMOs  and  managed-care  organizations 
on  health-care  costs,  market  forces  and 
controls  imposed  by  the  government 
cannot  woi'k  forever  to  their  advantage. 
Presently,  bureaucratic  remedies  (public 
and/or  private)  and  aiTn-twisting  tactics 
are  forcing  hospitals  and  health-care 
providers  to  accept  bargain-basement 
rates  resulting  in  huge  profits  for  these 
organizations  and  in  some  savings  for 
businesses.  The  1%  to  2%  cost  savings 
enjoyed  by  businesses,  and  the  profits 
accumulated  by  these  organizations  to 
the  tune  of  several  billion  dollars  per 
yeai",  are  not  sustainable  in  futui'e  yeai-s. 

Streamlining  health  cai'e  in  this  coun- 
try will  take  more  than  slogans  and 
cheers.  Rational  debate  rather  than  leg- 
islative fiat  should  prevail  if  real  refoiTn 
is  contemplated. 

Dr.  Istrati  Kupeli 
Wellesley  Hills,  Mass. 

WHAT  DOES  THE  EEOG 

NEED?  TEETH  

As  its  past  director  of  investigations, 
I  read  with  interest  your  article  "The 
EEOC:  Too  swamped  to  shoot  straight" 
(Social  Issues,  May  1).  I  don't  think  it 
has  ever  been  a  question  of  shooting 
straight  but  rather  of  having  the  wrong 
weapons,  not  enough  ammunition,  and 
too  few  soldiers. 

The  Equal  Employment  Opportunity 
Commission  was  originally  funded  by 
Congress  to  handle  2,000  cases  a  year 
When  the  eeoc  opened  its  doors,  there 
were  8,000  cases  waiting,  and  the  com- 
plaints haven't  stopped  since.  It  never 
has  had  enough  money,  and  it  never 
has  had  enough  staff.  Staff  costs  already 
coasume  85%  of  its  budget,  its  investiga- 
tors are  carrying  workloads  of  up  to 
150  cases  each,  and  productivity  is  high. 
So,  there's  not  much  room  for  improve- 
ment there. 


CORRECTIONS  &  CLARIFICATIONS 

"Mr.  Bush  heads  for  Hanoi"  (Up  Front,  Apr. 
10)  incorrectly  said  the  last  U.S.  President 
to  go  to  Vietnam  was  Lyndon  Johnson  in 
1966.  Richard  Nixon  paid  a  five-hour  visit 
there  on  July  30,  1969. 

A  chart  in  "Silicon  Valley's  other  power  elite" 
(Legal  Affairs,  May  8)  about  the  invest- 
ments of  law  firm  Wilson,  Sonsini,  Goodrich 
&  Rosati  misstated  the  percentage  of  its 
portfolio  committed  to  the  life-sciences  in- 
dustry. It  is  25%,  not  30%. 


In  passing  Title  VII,  Congi'ess  set 
up  a  complaint  process  for  the  eeoc 
to  use  but  didn't  give  the  eeoc  any 
enforcement  teeth  where  investigation 
of  a  complaint  showed  there  was  dis- 
crimination. A  complaint  process  is  ex- 
tremely inefficient  because  the  agency 
investigates  discrimination  based  on 
who  files  a  complaint  rather  than  con- 
centrating resources  on  employers  and 
unions  where  there  is  evidence  of 
discrimination. 

To  reinvent  the  eeoc,  politicians 
would  have  to  pennit  it  to  investigate 
without  the  need  for  a  complaint.  They 
would  have  to  give  it  the  authority  to 
direct  employere  and  imions  to  take  cor- 
rective action  rather  than  having  to  go 
to  court  each  time  an  investigation 
shows  the  law  is  being  violated.  And 
they  would  have  to  adequately  fund  the 
agency  to  deal  with  its  caseload. 

John  Raybum 
Silver  Spring,  Md. 

HOT  B-SCHOOLS  HAVE 

COLD  SHOULDERS  

Your  article  "mba  madness  is  back" 
(News:  Analysis  &  Commentary,  May 
8)  certainly  hit  home.  I  applied  to  four 
of  the  top  five  BUSINESS  WEEK-ranked 
B-schools  and  have  received  the  stan- 
dard rejection  form-letter  from  three 
thus  far.  (I  expect  my  fourth  thin  en- 
velope any  day  now.)  Stanford  Univer- 
sity Dean  A.  Michael  Spence  may  claim 
to  be  comforting  candidates,  but  I 
found  no  consolation  in  my  "Dear  Mr. 
Chow"  letter  that  wasn't  even  signed 
by  him. 

I  would  expect  that  two  year's  of  sen- 
ior management  experience  for  a  multi- 
national company  in  China,  consulting 
for  the  World  Bank  and  foreign  gov- 
ernments, founding  a  nonprofit  organiza- 
tion at  age  15  to  raise  $90,000  in  six 
weeks,  small-business  expertise,  multiple 
board-of-director  experiences,  and  a  95- 
percentile  Graduate  Management  Ad- 
mission Test  score  would  count  for 
something.  Guess  not! 


After  spending  hundreds  of  he 
on  the  applications,  I  guess  I'll 
have  to  settle  for  a  business  w  : 
second-tier  school. 

Teh-Han  P.  C| 
California  State  Univerl 
Northridge,  Cj 

TRADE  PACTS:  LET'S  NOT 

BE  REGIONAL  ABOUT  THIS   

Regarding  the  question  r-aised  by 
May  8  editorial,  "A  U.S.-Europe  til 
pact?  Why  not?"  I'll  tell  you  why  nc 

Instead  of  a  trade  pact  pressui 
protectionist  Asians  to  pursue  free-ti 
principles  (your  ardent  hope),  it  c( 
well  intensify  inwai'd-looking  regiona 
in  Asia  and  elsewhere.  Having  re' 
nized  the  costly  divisiveness  of  ecoii 
ic  nationalism,  we  should  not  be  i 
turing  the  costly  divisiveness 
economic  regionalism. 

David  J.  Steini 
Alexandria, 

WRONG  FOCUS 

AT  LOTUS  

In  "Can  Jim  Manzi  get  out  of 
Lotus  position?"  (News:  Analysi; 
Commentary,  May  8),  I  believe  thi 
another  case  of  a  consultant  that  c. 
to  dinner  and  would  not  go  home.  ( 
ting  costs  and  filing  people  is  good 
certain  extent.  But  eventually  you  ir 
concentrate  on  product  developni 
marketing,  and  building  youi'  people, 
sets.  Lotus  has  failed  to  do  so. 

Notes  could  have  been  a  huge 
cess.  I  hate  to  agi'ee  with  Bill  G;! 
but  CEO  Manzi  dropped  the  ball  on  r 
Pro,  Lotus  for  the  Macintosh,  and  fi/ 
ly,  the  cash  cow  Lotus  for  IBM. 

WiUie  1- 
Hou^ 
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T^e  first  timeigm  her  a  diamond 
'  she  cried  and  called  her  mylhe^^ 


77/  always  remember  that  face. 
The  smile  bordering  on  a  tear. 
Eyes  as  lively  as  the  diamond 
I  nervously  slipf^  on  her  finger. 
And  now  that  we  have  come 
so  far  together,  p^erhapfs  ifs  time  to 
celebrate  that  love,  agpdn,  with  a 
diamond  as  exceptional  as  our  love. 


u  exceptional  diamond  of  two  carats,  or  more,  is  so  rare  that  fewer  than  o/^  percent  of  women  will  ever  own 
wu  are  considering  an  important  diamond  gift  for  your  wife,  like  this  ring  featuring  a  hrilliantly  cut  Z.y^-carat 
nter  stone,  simply  call  for  your  ^ide  to  a  diamond's  ^ualit\>  and  value,  as  well  as  the  name  ofyvur  local  exj;>ert 
amond  jeweler.  1-800-858-7110.  ' 

-  iieers  .  ,  A  diamond  is  forever. 


I 


OUCH! 


Sacrehleul 


BLOODY  HELL!" 


We  can  help  people  no  matter  which  language  they're  injured  in. 


L'num  Lite  Insurance  Company  of  America 

I'OKI  l.ANU,  iVlK(CANA)iA  AND  Ai.1,  l^.S.  STATES  EXLEI'T  NY) 


Colonial  Life  &  Accident  Insurance  Company 

Columbia,  SC  (All  states  except  NY) 


Unum  Limited 

Dorking,  F.NOLA 


//  ////('  //  )ihiy  he  true  that  every  eouutry  has 
a  loiiqne  set  of  eitstonis  lUid  traditimis^  the  aet 
of  stiihh'uig  your  toe,  or  humpuig  your  head, 
is  pretty  Diueh  a  universal  experie)iee.  hi 
other  -words,  anyone,  in  any  part  of  the  world, 
ea}i  have  an  u}iexpeeted  mishap. 

For  that  very  reaso?/,  Unum  now  offers  dis- 
ability  i}isura}iee  0)1  three  eo}itine}its,  helping 
proteet  people  arouiid  the  globe  from  the 
physieal  arid  fiiian eial  pitfalls  that  can 
result  from  injury  or  illness.  In  additioti 
to  being  the  disability  insurance  leader  i}i 
\    the  U.S.  and  the  U.K.,  we  have  a  strong  and 
growing  presence  in  Canada,  .-/nd  recently, 
thanks  to  both  our  financial  stability  and 
our  perforiiuuice,  we  were  honored  to  become 
the  first  insurance  compa)iy  to  develop  long 
term  disability  coverage  in  Japan. 

Its  no  surprise,  really.  (Jn  both  sides  of  the 
■world,  people  ivant  to  know  that  iii  a  time 
of  need  they'll  be  taken  care  of.  And  that's 
exactly  the  language  we  speak.  For  more 
information  oJi  the  Unum 
family  of  companies,  just 
call  \our  insurance  broker.     t  t 

Unum 

Here's  to  a  long  life.  l-f'e  see  Jartlier. 


CM  Japan 
'Kvo,  Japan 


Commercial  Life  Insurance  Company 

PiscATAWAY,  NJ  (All  states  except  NY) 


First  Unum  Life  Insurance  Company  |New  York  State  Only| 

1 20  White  Plains  Rd.  Tarrvtown,  NY  10591 


Letter  From  Italy 


HEADY  BOUOUETS- 
AND  A  SHARP  HEADACHE 


It's  9  a.m.,  and  I'm  on  my,  let's  see 
now,  fourth  bottle  of  Chianti.  I'm 
not  a  lush  (yet),  nor  am  I  trying  to 
relieve  the  stress  of  working  for 
BUSINESS  week's  Rome  bureau.  I'm 
taking  part  in  one  of  Europe's  toughest 
wine  competitions:  Vinitaly,  a  three- 
day  affair  in  which  almost  1,000  wines 
will  be  sampled  in  a  splendid  16th  cen- 
tury villa  in  Verona. 

Unlike  the  other  60  members  of  the 
international  juiy — mostly  distinguished 
wine  wi-iters  and  cellar  masters  fi'om 
as  far  away  as  New  Zealand — I  am 
no  oenophile.  My  appreciation  of  the 
grape  is  of  the  instinctive,  tastes-  ^ 
0.  K.-to-me  school.  But  the  powers 
that  be  at  Italy's  Foreign  Trade  Insti- 
tute apparently  viewed  my  potential 
readership  as  credentials  enough.  When 
they  asked  me  to  sit  on  a  panel  of  wine 
experts,  I  just  couldn't  refuse. 

So  here  I  am,  marinating  in  some 
of  Italy's  finest  wines:  Barolos,  Barba- 
rescos,  Brunellos.  They  are  becoming  a 
must  in  fancy  restaurants  from  New 
York  to  the  Seychelles.  Thanks  to  giant 
leaps  in  quality  throughout  the  1980s, 
upmarket  Italian  wines — those  that  re- 
tail at  $20  or  more — are  gaining  on 
their  more  prestigious  French  cousins. 


In  the  process,  a  big  market  is  develoj> 
ing  for  the  more  affordable  midlevel 
brands. 

In  fact,  the  whole  point  of  this  some- 
what pompous  competition  and  the  gi- 
gantic wine  fair  that  follows  is  to  lend 
luster  to  lesser-known  quality  wines 
and  dispel  any  hngering  stereotypes  of 
Italian  wine  as  cheap  plonk.  Says  Pablo 
Harri,  marketing  director  at  U.  S.- 


ALBA 


WINE  REGIONS: 

□  PIEDMONT 

□  TUSCANY 

□  VENETO 


ADRIATIC 
SEA 

ITALY  < 
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owned  Banfi  Vintners  in  Montalc: 
winners  of  the  competition  for  the 
ond  straight  year:  "We're  fightin 
distorted  image  of  Italian  wine  as  1 
brow,  ordinary  table  wine." 

Victory  may  be  at  hand.  Becaus( 
their  surging  popularity,  "some  'Su 
Tuscans,'  such  as  a  1990  Sassicaia, 
almost  impossible  to  find  in  New  Y 
wine  stores,"  says  Edward  V. 
Carthy  of  New  York-based  Wine 
thusiast.  In  addition  to  such  prera 
wines,  even  some  lesser  Itahan  st 
are  getting  scarce  on  shelves  and  ra 
despite  the  fact  that  45%  of  Ameri 
wine  imports  are  from  Italy. 

But  running  out  of  wine  is  the  1( 
of  my  problems.  A  battalion  of  som 
liers,  with  what  look  like  oversize 
strainers  dang! 
around  their  ne< 
march  into  the  r( 
carrying  dozens 
anonymous,  hooi 
bottles.  I  sniff,  si 
and  swallow.  At  f 
I  can't  bring  my 
to  expectorate 
wine — maybe 
cause  my  mother 
ways  told  me  la( 
don't  spit.  Anyv 
this  sample  doe; 
convince  me. 
smells  like  soap. 
If  the  Italian  vintners  don't  do  be 
impressing  the  real  experts  here,  tl 
industry — the  world's  largest — cc 
suffer.  The  Italians'  move  upmarke 
aimed  at  keeping  ahead  of  a  flooc 
cheap  wines  from  South  Africa,  CI 
and  Australia.  Companies  that  bo 
cheap  and  cheerful  Lambnasco,  suci 
Cantine  Cooperative  Riunite  in  Eg- 
gio-Emiha,  are  having  to  upgrade  tiar 
product  or  risk  having  sales  evapoiie. 
So  they  are  making  big  investmf* 
in  wooden  casks,  innovative  vinifica- 
methods,  and  experimentation.  Aire 
upmarket  wines  account  for  17%  o) 
tal  Italian  wine  production,  compy 
with  only  10%  in  1985,  according' 
the  Milan-based  producer  group  V 
Union. 

SOGGY  NORWEGIAN.  But  defending 
honor  of  good  vino  isn't  enough.  Itai 
wine  houses  are  also  having  to  retlil 
their  marketing  strategies  to  ne' 
gi'owing  overseas  demand  while  dor.* 
tic  sales  languish:  Wine  consumpai^ 
in  Italy  fell  from  120  liters  per  cat! 
per  year  in  1985  to  50  liters  toda.^a; 
health  concerns  prompt  Europeiif 
particulai'ly  the  younger  ones,  tn  d 
less  wine — but  wine  of  a  higher  qu;j., 
Florentine  winemaker  Marches!  >e 


LINE  'EM  UP 

The  author 
contemplates 
a  selection  of 
reds  at  the 
Vinitaly 
competition,  a 
showcase  for 
premium 
winemakers 


! — T — ^ 

..he  expansion  plans  called  for  two  more. 
Word  has  it,  they  had  problems  structuring  the  financing. 


Our  point  is:  you  need  hnancial  solutions,  not  problems. 
USL  Capital  provides  a  diverse  range  of  commercial  financing  services. 
But  in  everj/thing  we  do,  our  trademark  is  the  same:  skillfully  crafted  solutions, 
shaped  the  customer's  way,  delivered  with  unusual  speed. 
Precisely  why  we've  built  our  commercial  financing  company  around  extremely  capable  people. 
They're  experienced,  highly  knowledgeable,  empowered  to  make  decisions  —  and  accountable. 
Perhaps  it's  time  you  turned  to  us.  Our  financing  solutions  will  expand  your  horizons. 


unicipal  and 
orate  Financing 

its  in  municipal  and 
'porate  securities, 
inancing  to  state 
local  governments. 
(800)  559-8088 

JSL  Capita]  Corporation 


Fleet 
Services 

Lease  financing  and 
management  services 
for  commercial  Heets, 
(800)  .393-8088 


Real  Estate 
Financing 

Intermediate-tei  m. 
first  mortgage  loan 
on  income-producin 
properties. 
(800)  557-8088 


CAPITAL 


Business  Equipment 
Financing 

manulacturing  and 
other  equipment. 

(800)  938-8088 


Rail 

Services 

Rail  Meet  management 

Operating  leases  to 
shippers  and  railroads 

(800)  797-8088 


Transportation  and 
Industrial  Financing 

finances  large-balance 
transportation  equipment 
and  industrial  (acilities. 
(800)  599-8088 

--'■'''CjZ^'VT^^'N  Ford  Financial 
^^jyCTCC^  Services  Group 
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How  Apple  is 
making  it  easier  to  move 
a  refrigerator  like  this. 


Today's  sales  environment  is  more  compet- 
itive than  ever.  Which  is  why  Whirlpool  armed 
its  field  force  with  the  ultimate  sales  weapon: 
the  Macintosh'  PowerBook  computer. 

The  reason?  Says  Erv  Barnes,  "After  evalu- 
ating all  the  noteho(jks  on  the  market,  we  chose 
PowerBook  because  it  was  by  far  the  e;isiest  for 
any  salesperson  to  learn.  Instead  of  becoming 
a  doorstop,  the  PowerBook  is  being  adopted  by 
the  field  with  unbelievable  enthusiasm." 

Salespeople  are  able  to  tap  into  Whirlpool's 
information  b;Lse  at  the  home  office  to  get  com- 
petitive information,  pricing,  inventory  data— 
instantly,  during  a  sales  call.  This  way  they  can 
answer  questions  more  quickly  and  accurately, 
make  better-informed  decisions,  appear  more 
professional  and,  ultimately,  close  more  sales. 
Plus,  with  the  built-in  multimedia  capabilities 
of  the  PowerBook  computer  salespeople  can 
show  videos  and  animations,  making  a  normal 
sales  presentation  more  persu^Lsive  than  ever 

All  f)f  which  can  give  your  salespeople  a 
new  power,  too.  The  power  to  be  more  respon- 
sive, more  pi'oductive,  more  effective.The  power 
of  .Macintosh.  The  power  to  be  your  best! 


"Making  the  sale  means  having 
the  answer.  With  this  computer, 
we  can  get  the  information  our 
customers  need,  right  on  the 
spot.  Making  the  sale  means 
being  persuasive.  By  delivering 


This  is  Whirlpool's  interactive  on-screen  sales  presentation 
With  it,  salespeople  can  show  video  clips  of  Whirlpool  com- 
mercials and  product  demonstrations -a  more  dramatic 
and  impactful  way  to  sell  competitive  product  advantages. 


Your  salespeople  want  to  sell,  without  being  confused  by  com- 
plex technology  With  features  like  Apple'  guide-which  takes 
users  step-by-step  through  the  Macintosh-Whirlpool's  people 
mastered  tfie  computer  with  minimal  training  Yours  can  too. 


we  can  get  ourpoint  across  with 
enormous  impact.  Combine  this 
with  the  fact  that  it  works  with 


our  mainframes.  Intel-based  PCs 


and  Windows,  and  we're  talking 


The  Macintosh  PowerBook  is  compatible  with  Whirlpool's  PCs 
and  mainframes*  From  any  remote  location,  their  salespeople 

can  effortlessly  tap  into  Whirlpool's  vast  store  of  product 
information -for  immediate  answers  to  customers'  questions. 


To  learn  more  about  how  you  can  arm  yourself- 

and  your  sales  force -with  the  Macintosh 
PowerBook,  call  1-800-332-2932  (ask  for  ext.  100), 

to  receive  the  free  Apple  Mobile  Solutions  kit. 


Erv  Barnes  (left), 
Director  of  Information 
Technology,  and 
Ed  Herreiko  (right). 
Executive  Vice  President 
of  Group  Sales,  at 
Whirlpool  Corporation, 
Benton  Harbor,  Michigan 


about  a  tool  that's  not  just  giving 


us  a  competitive  edge.  It's  trans- 


forming the  way  we  do  business." 


-Ed  Herreiko 


Macintosh  PowerBook. 
The  Mobile  Macintosh. 


Apple' 


'Vilnrlimu!  iws  RmoleV/ure  from  Xceihiel,  Inc. .  for  ua'.'is  in  ilw  !HM  nunnlmmi: 
hissfml  fijT  MoLViloshfrom  Adtmlisfor  IBM  3270  lermiiuil  eiyiublum  ,ml  u  Mnil  Mobile  Iwi, 
ImIi/,s  DevelopmeJit  Coiporatimi  lo  excbar^e  e-mail  between  Mnanlmb  uvd  Wvuhu  i  vniwnimL-), 
©/y95  Appk  Computer.  Inc.  Ml  ngbls  reserved  Apple,  the  ipple       Miia'iln-.k  I'imrBunk 

ami  '  Tk' power  to  beyoiir  best"  are  regLslered  traclemeirks  nj .■\i'pk'  ( nmpiilvr.  Iiu 
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Why  A  GROUP  CALLED 

"The  Raving  Daves'' 

COULD  BE  THE  BEST  THING  THAT  EVER 
HAPPENED 


TO  YOUR 


SOFTWARE, 


Sometimes  in  business,  conventional 
wisdom  just  doesn't  go  tar  enough.  New 
and  original  solutions  are  required  that 
not  only  answer  yesterday's  questions,  hut 
anticipate  tomorrow's  needs. 

Which  is  why  at  PeopleSott  we 
encourage  our  employees  to  pursue  their 
outside  interests.  We  think  it  makes  them 
more  creative.  And  they  bring  that 
creativity  to  the  solutions  we  otter  your 
business.  Unlike  some  other  companies 
that  pull  their  answers  out  of  a  box. 

In  other  words,  tor  solutions  that  are  innovative  and  original,  it  makes  sense 
to  call  the  people  who  think  that  way.  PeopleSott. 

For. more  information  call  800'947'7753  or  e-mail  us  at  infti@peiiplesoft.com. 


Entierprise-wide  client/server  business  solutions  for  finance,  distribution,  and  human  resources. 


©1995  PcuplfSoft,  Inc.  IV*)pluS(ift  Is  a  tr;Klcni;irk  of  PcdplcSnft,  Inc.  All  nthcr  cuinp^iny  <"nJ  pn)Jucr  n.imt-s  nuy  Ix-  rr;iJcni;irks  ot  rheir  rcspL-ctivc  ownt-rs,  includint^  "TI"il*  Ravinj^  O.ives." 


The  Daves 

aren't  the 

3NLY  ONES 

RAVING. 

iopleSoft  customers: 
rborne  Express 
coa  of  Australia  Ltd. 
HI  +  Howell 

16  Black  &  Decker  Corporation 

le  Dow  Chemical  Company 

i  Lilly  and  Company 

eready  Battery  Company 

srber  Products  Company 

e  Gillette  Company 

ihn  Hancock  Financial  Services 

ckheed  Martin 
chnical  Operations 

cCaw  Cellular  Communications 

onsanto  Company 

jstle  USA 

)rthwestern  University 
wens-Corning 
lell  Oil  Company 
id  hundreds  more. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


Letter  From  Italy 


Frescobaldi  has  just  launched  a  light, 
Chianti-style  Sangiovese  wine  that's 
tailor-made  for  the  U.  S.  market.  And 
Zonin,  a  major  producer  in  the  north- 
eastern Veneto  region,  is  forging  joint 
ventures  to  export  wine  to  India  and 
China  that  could  boost  its  $60  million 
annual  revenues. 

Perhaps  I  should  stay  away  from 
figures,  though.  As  the  sommelier  fills 
up  my  51st  glass,  I 
gulp  down  a  spicy 
red  number  that's 
simply  too  good  to 
spit  out.  I  later  re- 
gret this  intemper- 
ance as  I  begin  to 
have  problems  add- 
ing up  the  points  on 
my  form  and  get 
told  off  for  get- 
ting the  arithmetic 
wrong.  I'm  also  get- 
ting deadly  glances 
from  my  Norwegian 
neighbor,  who  occa- 
sionally gets  sprayed 
by  my  attempts  at 
spewing  the  wine 
into  a  bucket.  Ap- 
parently, I  haven't 
mastered  the  tongue 
work  needed  to 
spout  the  wine  like 
a  fountain. 

Soon,  I'm  shnging 
back  the  wine  at  full  BOTTOMLESS  CELLAR:  Sonuiitltei s 
force,  and  my  senses  hrandishing  hooded  bottles 
are  buzzing  with  the 
taste  of  everything  from  exotic  flow- 
ers to  mouthwash.  As  my  first  day  on 
the  job  draws  to  a  close,  I  adjourn — 
for  a  drink  with  the  lads  in  a  local 
taverna. 

LINGERING  TASTE.  At  dinner  that  eve- 
ning, we  are  only  allowed  watered- 
down  house  wine  in  glass  jugs.  No 
sponsors  must  taint  our  exemplary  im- 
partiality. The  Irish  oenophiles  at  my 
table  guess  that  it's  a  local  Valpolicella, 
a  popular,  light  red  wine.  After  the 
10th  carafe,  the  wine  has  us  musing 
over  the  virtues  of  plastic  bottle  tops — 
over  6%  of  wines  are  ruined  by  bad 
corks — and  why  the  top  Miss  World 
contenders  invariably  include  one  from 
Venezuela. 

In  the  morning,  it's  back  to  the 
grindstone  at  the  villa.  The  fii-st  wines 
of  the  session  mingle  with  the  lingering 


taste  of  espresso.  I  inhale  the  oak- 
scented  fumes  of  a  red  potion  and  hold 
up  my  glass  to  the  light.  The  room's 
frescoed  walls  and  beamed  ceiling  are 
reflected  in  the  halo  of  wine  circling 
the  glass.  As  I  let  the  wine  slip  down 
my  throat,  I  feel  the  aura  of  four  cen- 
turies of  the  villa's  history.  But  the 
sensation  fades.  As  the  day  wears  on, 
from  my  strategic  back-row  table,  I 
can  chart  bald  spots 
turning    a  darker 
shade  of  purple. 
DARK  DEED.  By  the 
third    day,    I  feel 
more  at  ease  with 
all  the  ritual.  I  even 
swirl  and  sniff  the 
mineral  water  in  my 
glass  at  lunchtime. 
Sui'prisingly,  there  is 
veiy  little  winespeak 
going  on  apart  from 
the  odd,  otherworld- 
ly snippet:  "Did  you 
capture  the  subtle 
hints  of  vanilla  and 
soft  seductive  char- 
acter   of  Sample 
201?"   Mostly,  the 
oenophiles  and  the 
sommeliers  prefer  to 
talk    about    sex — 
which  is   all  very 
amusing  until  they 
attempt  turning 
words  into  deeds. 

Peeling  away  from 
the  competition  in 
the  afternoon  to  join  a  tour  of  the 
Bertani  Estate — a  prestigious  winery 
up  in  the  hills  outside  town — I  wind 
up  on  a  merry  canteen  crawl  with  a 
gi'oup  of  local  wine  fiends.  After  hit- 
ting a  1928  T^arone  in  the  dark  cellars 
of  the  villa,  I  am  gi-abbed  by  the  arm 
and  slurped  on  the  cheek  by  a  mus- 
tached  reveler. 

Suffice  it  to  say,  all  that  is  history 
now.  Back  in  Rome,  I'm  fighting  my 
way  through  traffic  jams  to  reach  the 
office  with  a  throbbing  hangover.  Get- 
ting down  to  work  is  like  moving 
moimtains.  Vague  memories  of  diTinken 
predators,  bulbous  red  noses,  and  bibli- 
cal floods  of  wine  swirl  in  my  head. 
Subtle  hints  of  vanilla  indeed. 

SILVIA  SANSON! 
Sansoni  is  editorial  assistant  at 
BUSINESS  week's  Rome  bureau. 


By  day  three,  I  even  swirl  and 
sniff  my  lunchtime  mineral  water 
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No  other  airline  has 
landed  this  twice. 


I 


'FrequenI  Flyer  credit  varies  by  route  and  by  program.  Check  your  iinledgt-  piogrdni  tor  details  'i1995  Oantas  Airways 
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This  is  the  coveted  Cumberbatch  Troi 
awarded  for  "Outstanc 
^<s?  W   Contributions  to  Air  Saf( 

Qantas  is  the  only  airline  to  win  this  prestig 
award.  Twice. 

Our  safety  record  is  *""' 
the  envy  of  the  industry, 
But  then,  so  are  all  of  the  other  facets  of 
Qantas  experience. 

For  example,  healthy  world-class  meals 
exceptional  wine  list,  in-flight  entertainmen 
personal,  in-seat  video  screens  in  First 
Business  Class,  and  to  add  to  your  com; 
the  latest  ergonomically 
designed  seats. 

When  you  fly  Qantas  you  can  also 
mileage  on  your  choice  of  Alaska  Airli 
American  Airlines',  Brf 
Airways.  Canadian  Airlii 
Continental  Airlines,  USAir  or 
own  frequent  flyer  program.* 

With  all  of  this  going  for  us.  it's 
wonder  we've  landed  so  many  awards  for 
standing  service  too.  Call  your  travel  agen 
Qantas  at  1-800-227-4500. 
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echnology  &  You 


STEPHEN  H.  WILDSTROM  

m\T  WINDOWS  95 
EFT  OUT 


f  the  cosmetics  business 
is  selling  hope  in  a  bot- 
tle, it's  safe  to  say  the 
ware  business  is  selling 
ams  on  a  disk.  A  year 
,  when  Microsoft  Corp. 
{•ted  letting  out  details 
ut  its  upcoming  version 
Windows,  the  dream  was 
I  the  new  operating  sys- 
i  would  replace  much  of 

software  on  your  com- 
er. The  new  Windows 
tld  take  over  file  manage- 
it  and  backup,  system 
litoring,  remote  ac- 
i,  and  other  chores 
t  many  users 
ght  extra  pro- 
ms to  han- 

Beyond 
t,  built-in  ^ 
rills  appli- 
ons  pro- 
ms called 
plets"  would 
lace  your  per- 

al  calendar  pro-   

m,  maybe  even 
r  word  processor, 
leality  has  set  in  as  Mi- 
;oft  puts  the  final  touches 
Windows  95,  which  is  set 
fo  on  sale  in  late  August. 
i  test  version  of  Windows 
;hat  I  am  ranning  is  solid, 

it  maite  a  huge  improve- 
it  in  usability  over  Win- 
^s  3.1. 

iCKER  SHOCK.  But  some 
the  add-ons  that  make 
iputing  more  convenient 

reliable  have  fallen  by 

wayside.  Others  have 
/ed  to  a  "plus  pack"  that 

add  $50  to  the  near-.$100 
t  of  the  main  program, 

some  of  the  remaining 
lets  ai'en't  very  good.  As 
;sult,  Win95  usere,  like  car 
ers,  will  have  to  pay  ex- 

for  some  of  the  added 
■,ures  they  want.  And  at 


least  a  small  shce  of  the  $7.4 
bilhon  U.S.  software  indus- 
try will  be  able  to  thrive  in 
the  gaps  left  by  mighty 
Microsoft. 

Take,  for  example,  disk-com- 
pression software,  which  al- 
lows you  to  double  the 
amount  of  data  you  can  pack 
onto  youi'  haixl  disk.  Windows 
95,  like  recent  versions  of 
MS-DOS,  contains  a  compres- 
sion program  called  Drive- 
Space. But  the  Win95  edition 


provides  lousy  compression 
on  drives  bigger  than  about 
300  megabytes. 

The  reason,  Microsoft  de- 
velopers maintain,  is  their 
commitment  to  allowing  the 
new  Windows  to  nm  on  the 
millions  of  existing  machines 
with  386  microprocessors, 
which  are  two  generations 
behind  today's  Pentium  chips. 
State-of-the-art  compression 
software  slows  these  ma- 
chines to  a  crawl,  so  Micro- 
soft dumbed  down  the  pro- 
gram. If  you  have  a  486  or 
Pentium  computer,  and  want 
the  good  stuff,  you'll  have  to 
buy  the  plus  pack  or  one  of 
the  non-Microsoft  products 
that  are  sure  to  sprout. 

Microsoft  also  scrapped 
plans  for  a  component  that 
would  allow  you  to  run  your 


PC  from  another  computer — 
say,  a  laptop — via  phone  lines. 
Instead,  you'll  need  non-Mi- 
crosoft software  for  remote 
access  (BW— May  8).  And 
Schedule-!-,  a  time-planning 
progi'am  which  was  bundled 
in  the  last  version  of  Win- 
dows 3.1,  will  become  part  of 
Microsoft  Office  instead. 

Unless  you  have  a  taste 
for  living  dangerously,  you'll 
want  to  buy  programs  to 
keep  an  eye  on  your  system, 
wani  you  of  impending  prob- 
lems, and  help  you  recover 
ft'om  a  disk  ci'ash,  loss  of  set- 
up information,  or  other  ca- 
tastrophe. When  you  install 
Win95,  it  offers  to  create  an 
emergency  startup  disk,  but  I 
was  not  able  to  figure  out 
what  to  do  after  booting  up 
from  the  emergency  disk.  Sy- 
mantec Corp.'s  Norton  Util- 
ities for  Windows  95,  now 
available  in  a  $30  "pre- 
view" to  Win95  tester's, 
makes  the  process  a 
whole  lot  easier. 
There  are  some 
good  features  in 
the  Windows  95 
5  package.  I  found 

the  backup  soft- 

Oware,  which  al- 
^  lows  you  to  ar- 
chive  files  to 
floppies  or  tape, 
easy  to  set  up  and 
u.se.  And  HyperTerminal,  li- 
censed from  Hilgi'aeve  Inc., 
may  be  the  only  general-pur- 
pose telecommunications  soft- 
ware that  you  will  need  to 
call  bulletin  boards. 

Getting  the  extra  softwai-e 
necessai-y  to  ran  Windows  95 
safely  and  conveniently  at 
least  doubles  the  initial  cost 
of  the  operating  system — es- 
pecially since  most  of  the 
Windows  3.1  versions  you 
may  be  running  won't  work 
unless  upgraded.  But  in  the 
end,  consumers  may  well 
be  thankful  that  Microsoft 
couldn't  quite  chew  all  it  bit 
off.  Even  if  the  software  left 
out  of  Win95  is  only  a  small 
shce  of  the  business,  innova- 
tors will  find  opportunities — 
and  healthy  competition  in 
software  benefits  us  all. 


BULLETIN  BOARD 


PRINTERS 
STREAMLINED  'JET 

When  the  OfficeJet  combina- 
tion fax  machine  and  printer 
came  out  last  year,  I  criticized 
Hewlett-Packard  Co.  for  leav- 
ing out  two  things:  the  ability 
to  fax  documents  without 
printing  them  out  first  and  a 
way  to  scan  printed  material 


into  your  computer  (BW — Nov. 
7).  The  new  OfficeJet  lx  fixes 
these  shortcomings.  And  it 
adds  the  extra  functions  with- 
out complicating  the  setup 
process.  The  lx  has  a  street 
price  of  around  $800,  about 
$100  more  than  the  original 
OfficeJet,  which  remains  on 
the  market.  Owners  of  older 
OfficeJets  can  buy  an  lx  up- 
grade kit  directly  from  hp  for 
$119  (800  772-4329). 

SOFTWARE 
ONLINE  DEBRIS 

Some  programs,  like  children, 
should  learn  to  clean  up  after 
themselves.  The  worst  offend- 
ers are  programs  downloaded 
from  online  services.  For  ex- 
ample, America  Online  sub- 
scribers can  download  a  new 
"preview"  version  of  aol  Win- 
dows software  that  gives  you 
access  to  the  World  Wide  Web 
through  a  nifty  browser.  But 
when  the  program  finishes  in- 
stalling itself,  it  leaves  be- 
hind a  nearly  2-megabyte  file 
called  25instal.exe  that  has 
no  further  use.  A  better-de- 
signed installation  routine 
would  at  least  inform  you  that 
the  file  could  be  erased  safely. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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Books 


STARTUP 

A  Silicon  Valley  Adventure 

By  Jerry  Kaplan 

Houghton  Mifflin  •  322pp  ■ 


$22.95 


A  $75  MILLION 
JOYRIDE  TO  HELC 


When  Jerry  Kaplan  launched 
computer-software  startup  go 
Corj:).,  he  chose  the  ant  as  the 
company  mascot.  He  set  up  an  ant  faiTn 
near  the  company  kitchen  and  told  his 
troops  the  insects  captured  the  right 
attitude — they  were  egoless,  coopera- 
tive, diligent,  and,  he  added,  "excellent 
engineers."  Meanwhile,  he  confided  in 
his  top  Keutenants  that  whether  GO  was 
a  huge  success  or  a  huge  failure,  it 
would  be  a  "hell  of  a  joyride."  Weeks 
later,  the  ants  were  dead,  and  one  of 
those  lieutenants  had  a  new  prediction: 
It  could  be  a  "joyride  to  hell." 

Thus  begins  Startup,  the  story  of  GO, 
one  of  Silicon  Valley's  hottest  outfits 
gone  dead  cold,  go  was  launched  in  1987 
by  Kaplan,  then  a  35-year-old  techno-vi- 


sionary  who  could  see  a  day  when  peo- 
ple would  use  personal  computers  like 
notebooks — scribbling  on  the  screens 
and  having  the  writing  instantly  turned 
into  computer  text.  One  key  snag:  The 
technology,  including  translating  the 
quii'ks  of  individual  handwiit- 
ing,  was  not  up  to  the  task 
at  an  affordable  price.  Six 
years  later,  go — along  with 
hundreds  of  jobs  and  $75  mil- 
lion— had  evaporated. 

What  it  left  behind  is  grist 
for  Kaplan,  who  gives  a  de- 
lectable account  of  what  it's 
like  to  try  to  spin  a  dream 
into  Silicon  Valley  gold.  Few 
succeed — the  odds  are  10  to 
1  against.  But  that  fact  only 


makes  Kaplan's  firsthand  glimpse  i 
one  of  computerdom's  big  failures 
the  more  intriguing. 

That  said,  his  story  is  anything  hi^i\ 
case  study  of  the  dos  and  don'ts 
startups.  Kaplan  doesn't  preach;  he  pfc,' 
es  no  blame  and  doles  out  no  lessc 
Instead,  Startup  is,  in  Kaplan's  wordi 
"factual  novel"  that  whisks  the  reaEpr 
along  as  a  passenger  on  his  "joyride 
During  the  trip,  we  encounter  c( 
puter  titans  Bill  Gates,  John  Scul 
and  Andrew  Grove — all  of  whom  war 
piece  of  the  action.  We  tag  along 
Kaplan  plays  "Dialing  for  Dollars"-l(w'i 
near-constant  quest  to  keep  the  star 
afloat  that  eventually  takes  him  to  de 
pocketed  partners:  IBM,  whose  bure 
cracy  weighs  GO  down 
"rocks  in  your  backpac  jm] 
and  AT&T,  whose  strategiz 
flip-flop  more  than  a  sea  b  ]g[ 
out  of  water  But  what 
book  really  offers  is  the 
vor  of  the  wacky,  ruthl 
politics  in  an  industry  t.  ,5 
plays  by  few  rules. 

Kaplan  learned  that  at 
get-go.  He  first  cooked 
the  idea  of  pen  comput 
during  a  1987  conversat 
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CLASSIC  READING  FOR  WISE  INVESTORS 


THE  KING  OF  CASH 

The  Inside  Story  of  Laurence  Tisch 

Christopher  Winans 

0-47l-5492}-l  1 440  pages  I  $2195  (Hankover) 

"Larry  Tisch  is  one  of  the  truly  great  investor-husine^smen  of  our  time. 

This  hook  tells  the  story  and  is  a  great  read." 

— Barton  M.  Biggs,  Chairman,  Morgan  Stanley  Asset  Management,  Inc. 

THE  WARREN  BUFFET  WAY 

Investment  Strategies  of  the  World's  Greatest  Investor 

Robert  Cj.  Hagstrom,  Jr. 

Foreword  by  Peter  Lynch 

0-471 -OmO-l  1  274  pages  I  $24.95  (Hardamr) 

"The  thinking  and  the  philosophy  of  an  investor  that  consistently  made  money 
using  the  tools  available  to  every  citizen  no  matter  what  their  level  of  wealth." 
—Peter  S.  Lynch,  authnr,  One  Up  on  Wall  Street  and  Beating  the  Street 

WHERE  ARE  THE  CUSTOMERS'  YACHTS? 
Or  a  Good  Hard  Look  at  Wall  Street 

Fred  Schwed,  Jr. 

0-471-1 1978-4  /  215  pages  I  $16.95  (Paperback) 

"One  of  the  funniest  hooks  ever  written  about  Wall  Street." 

— Jane  Bryant  Quinn,  The  Washington  Post 

REMINISCENCES  OF  A  STOCK  OPERATOR 

Edwin  Letevre 

0-471-05970-6  /  299  pages  /  $16.9.';  (Paperback) 

"The  best  hook  I've  read  ...  I  keep  a  supply  fur  people  who  come  to  work  for  me.' 
— Martin  Zweig 
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Published  by  John  Wiley  &  Sons 


Clip  or  copy  this  coupon  and  fax  or  mail  to:  The  McGraw-Hill  Bookstore,  1221  Avenue  of  the 
Americas,  New  York,  NY  10020.  Order  by  phone  in  NY  at  212-512-4100  outside  NY  call  toll  fre 
(800)  ^52-3566;  or  tax  this  coupon  to  us  at  21 2-512-4105.  Fax  w  phone  inders  delivered  withm  10  do 
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Mitchell  Kapor,  founder  of  Lotus 
jlopment  Corp.,  where  Kaplan  had 

working  as  a  consultant.  The  two 
-nbled  a  small  team  that  included 
e  Sakoman  of  Apple  Computer  Inc. 
lull  over  the  idea.  At  first,  it  ap- 
2d  everyone  was  hot  to  trot.  But 
1  Sakoman  broached  the  idea  of 
ng  Apple,  word  reached  Sculley, 
)any  chairman,  who  enticed  Sako- 
to  stay  by  setting  him  up  with  a 
ar  project  of  his  ovm.  go  had  a  rival 
•e  it  even  incorporated, 
koman  left  Apple  a  few  years  later 
/ay.  But  his  project  went  on  to  be- 
!  the  "Great  White  Hope  at  Ap- 
-the  Nevvdon,"  says  Kaplan.  While 
'Jewton  is  one  of  the  few  pen-based 
!es  that  has  reached  the  market,  it 
'ailed  to  become  a  commercial  hit. 

the  Apple  product  dogged  GO.  At 
Doint,  Kaplan  says,  Sculley  consid- 
dropping  Apple's  software  and  us- 
e's Penpoint  operating  system.  But 
■lewton  team  threatened  revolt,  and 
dea  was  forgotten, 
iars  later,  just  as  Penpoint  was 
y  for  market,  key  partner  AT&T 
y  swapped  it  for  Nev\i:on  technolo- 
i  part  of  a  possible  AT&T-Apple  joint 
are.  But  when  AT&T's  Robert  Kav- 
failed  to  win  support  among  his 
Bnants,  he  stuck  vdth  Penpoint. 

also  had  run-ins  with  Microsoft 


Kaplan  sifts  the  ashes 
of  his  software  startup 
to  spin  a  good  yarn, 
not  to  teach  a  lesson 


Corp.  In  the  early  days,  GO  invited 
hyper-aggressive  Microsoft  CEO  Bill 
Gates  to  look  over  its  concept  in  hopes 
that  Microsoft  would  vmte  software  for 
Penpoint.  Gates  expressed  interest — 
but  also  pointed  out  he  had  previously 
thought  of  a  pen-computer  himself.  Still, 
he  sent  one  of  his  engineers  to  get  a 
closer  look.  "All  they  did,"  complained 
Robert  Carr,  go's  research  and  develop- 
ment chief,  "was  beat  me  up  about  why 
we  should  be  using  Windows.  They  in- 
sinuated that  if  we  didn't,  they  might  do 
this  themselves."  Sure  enough,  go 
wouldn't  switch  to  Windows,  and  Mi- 
crosoft started  a  competing  project.  Pen 
Windows — which,  incidentally,  still  has 
not  appeared  on  the  market.  Fumed 
Carr:  "They  ripped  off  our  stuff!" 

Did  they?  WTiile  this  tale  is  timely, 
given  Microsoft's  fight  vdth  a  federal 
judge  over  its  business  practices,  Kaplan 
never  says  Microsoft  broke  the  law.  He 


instead  takes  us  along  to  the  Federal 
Trade  Commission,  which  called  GO  for 
information  regarding  its  inquiry  into 
Microsoft.  There,  Kaplan  tells  his  story 
to  eager  investigators.  Afterward,  ac- 
cording to  Kaplan,  an  ftc  staff  econo- 
mist told  him:  "This  looks  hke  a  text- 
book case  of  abuse  of  monopoly  power." 
But  in  the  end,  Kaplan  says,  the  ftc  de- 
cided the  GO  material  was  immaterial 
to  its  investigation. 

If  all  this  sounds  like  living  on  the 
edge,  it  is.  go's  final  days  were  full  of 
more  twists  than  a  Hollywood  whodun- 
it. GO  spun  out  its  hardware  into  a  sep- 
arate company,  EO,  in  which  AT&T  took  a 
stake.  As  funding  began  to  run  dry  for 
GO,  it  merged  itself  back  into  eo — and 
Kaplan  and  other  execs  resigned.  Just 
two  weeks  after  the  merger  was  com- 
pleted, an  AT&T  exec  recommended  clos- 
ing EO  entirely.  EO  fought  back,  laying 
off  staff  and  convincing  AT&T  to  hold 
on.  For  a  short  while,  there  was  hope. 
But  on  July  29,  1994,  about  six  months 
after  the  merger,  AT&T  pulled  the  plug. 

Did  all  this  sour  Kaplan?  Not  at  all. 
He  has  launched  a  new  Sihcon  Valley 
startup,  ONSALE,  an  electronic  shopping 
service  that  debuts  on  the  Internet  May 
29.  It's  joyride  time  again. 

BY  KATHY  REBELLO 

Rebello  covers  Silicon  Valley  for 

BUSINESS  WEEK. 


not  easif  improving  ^^feneagfles^  — i 
o  were  alwaxfs  improving  our gfuests. 


?y  imp 


Even  with  8oo  acres  of  spectacular  country- 
side, it's  hard  finding  room  for  improvement 
at  Gleneagles. 

Not  that  we  ever  stop  trying. 

In  recent  years  we've  opened  The  Golf 
Academy,  a  falconry  school  and  an  off-road 
driving  school. 

At  The  Golf  Academy,  PGA  professionals 
offer  expert  tuition  and  advice,  using  the  latest 
video  aids  and  computers  to  iron  out  any  faults 
in  your  game. 


Next,  why  not  try  your  hand  at  falconry, 
the  ancient  sport  of  kings. 

The  glens  are  the  perfect  setting  for  beginners 
and  experts  alike. 

Or  fly  down  hill  in  a  four  wheel  drive  vehicle. 
Our  experienced  instructors  will  show  you  how. 

Having  mastered  these  skills,  our  guests 
can  think  of  only  one  improvement.  A  longer  stay. 

Call  toll  free  for  further  details 
(i-8oo)  ii  ]68oo,  or  (1-800)  6265929, 
or  call  your  travel  agent. 


You  don't  have  i 
recognize  the  cn 


last  ten 
years,  has 

changed  itself  into  a 

dynamic  commercial  force.  A  Today,  our  $12.5  billion  company's 
strength  is  reflected  in  a  sales  mix  that  has  evolved  to  more  than  70 

percent  commercial  and  international  busi- 
ness. Making  us  a  rapidly  growing  force  in 
diverse  markets  ranging  fi^om  tele- 
communications and  automotive  to 


Changing  Sales  Composition 


Aerospace 
and 

Defense 


Commercial 
and 

International 


( 


1994 


1984 


Fnmi  m-4 
In  m-l.  kod'wcll 
iihiiiuerl  Its  idlei 
DUX  to  ^0  percent  eominercial  and  inter- 
national l>\  leveraging  neir  teelinnlvf^ies 
iinrl priidiieti.  unique  synergies,  anil 
global  opportunities  to  aggressively  serve 
■  its  customers. 


industrial  automation-  while  maintaining 
our  leadership  positions  in  aerospace  and 


Automation      ▲      Avionics      ▲      Telecommunications      A      Defense  Electron 


I  an  analyst  to 
;es  at  Rockwell. 


defense.  A  Its  that  strength,  in  fact,  which  is  driving  us  to 


^  bee 


become  the  worlds  best  diversified  high-technology 
^  company.  Whether  we're  connecting 


J 


Rockwell 


data/fax  modems 


to  70%  of  the  wodd 


market.  Equipping  cars  hom  virtually  every  manufacmrer 
with  Rockwell  components.  Or  building  a  $3.5  billion  global 


industrial  automation  enterprise  with  our  Allen-Bradley  and  Reliance 
Electric  businesses.  A  No  wonder  our  earnings  were  up  13%  over  last  year. 
And  our  shareholders  received  a  20%  remrn  on  equity.  A  Its  time  to 
S^^'  g|C      change  your  perception  of  Rockwell.  For  further  information  about 
|i  our  activities,  write  to  Rockwell,  RO.  Box  4251,  Dept.  BWX,  Seal 

Beach,  CA  90740-8251.  You'll  be  surprised  how  much  you  see  in  us. 


■ace     A     Automotive      A     Graphic  Systems 
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Books 


THE  BUSINESS  WEEK  BEST-SELLER  LIST 


Evolve,  sell,  win — and  make  your  for- 
tune. Nevu  entries  onto  business 
week's  Best-Seller  List  of  business 
books  provide  how-to  lessons  for  all 
these  goals. 

Transforming  the  Organization  offers 
readers  a  "four  Rs"  of  transformation: 
reframing  youi'  business  vision,  restruc- 
turing the  company,  revitalizing,  and  re- 
newing personnel.  For  inspir-ation  from 
the  playbook  of  veteran  nfl  coach  Don 


Shula,  there's  Everyone's  a  Coach.  The 
Five  Rituals  of  Wealth  directs  you  to  the 
pot  of  gold  in  the  end  zone.  And  Stop 
Selling,  Start  Part^iering  says  the  way  to 
succeed  with  customers  is  to  help  them 
develop  their  own  prosperous  businesses. 

The  Vandals'  Crown  is  the  only  new 
hardback  best-seller  that's  not  a  "how- 
to-succeed"  account.  Instead,  author 
Gregory  J.  Millman  provides  disturbing 
evidence  of  the  edge  held  by  cuiTency 


traders  over  the  world's  central  bans 
Two  new  paperback  best-sellerf- 
sequels  to  other  books  already  om 
paperback  list.  The  Reengineering  jf 
olution,  a  paperback  original,  offe 
nuts-and-bolts  supplement  to  the  ac. 
found  in  Reercgineeritig  the  Con-para 
Similarly,  The  Fifth  Discipline  F 
book  is  a  practical  guide  to  implen 
ing  the  management  approach  adva^i 
by  The  Fifth  Discipline.  \ 
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12 


13 


14 


15 


HARDCOVER 


THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 
FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life. 

THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker.  (Hyperion  •  $19.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

TRANSFORMING  THE  ORGANIZATION  by  Francis  J. 
Gouillart  and  James  N.  Kelly  (McGrav»/-Hill  •  $24.95)  Two 
gurus'  guide  to  shaping  a  company's  evolution. 
REENGINEERING  MANAGEMENT  by  James  Champy 
(HarperBusiness  •  $25)  "Reengineering  the  Corporation" 
co-author  re-evaluates. 

THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $24.95)  A  useful  analysis  of  how  Buffett  does  it. 

BUILT  TO  LAST  by  James  C.  Collms  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

EVERYONE'S  A  COACH  by  Don  Shula  and  Ken  Blanchard 
(HarperBusiness  •  $22)  A  pitch  on  motivation  and  winning. 

JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $16.95) 
Applying  the  teachings  of  the  Bible  to  business  problems. 

COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K. 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
growth,  anticipate  the  future — and  how  to  dominate  it. 

RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

THE  FIVE  RITUALS  OF  WEALTH  by  Tod  Barnhart  (Harper- 
Busmess  •  $22)  A  whiz  kid  former  broker  dissects  the 
money-making  strategies  of  the  rich. 

THE  VANDALS'  CROWN  by  Gregory  J.  Millman  (Free  Press  • 
$23)  Attila  the  Hun  had  nothing  on  today's  marauding 
currency  traders. 

INVESTMENT  BIKER  by  Jim  Rogers  (Random  House  •  $25) 
Cycle-riding  money  manager  circles  the  globe,  investigating 
emerging  markets. 

STOP  SELLING,  START  PARTNERING  by  Larry  Wilson 
(Wiley  •  $22.95)  Find  and  keep  customers  by  turning  them 
into  partners. 


PAPERBACK 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Still  on  top. 

2  REENGINEERING  THE  CORPORATION  by  Michael  Hamn 
and  James  Champy  (HarperBusiness  •  $13)  Using  inforn 
tion  technology  to  redesign  business  processes. 

3  THE  ERNST  &  YOUNG  TAX  GUIDE  1995  edited  by  Peter 
Bernstein  (Wiley  •  $14.95)  Whew,  glad  that's  over 

4  THE  1995  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

5  THE  REENGINEERING  REVOLUTION  by  Michael  Hamm 
and  Steven  A.  Stanton  (HarperBusiness  •  $15)  Roads 
to  reengineering  success. 

6  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  From  "a  sincere  word  of  thanks"  to 
putting  their  names  in  lights. 

7  THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  • 
$18.50)  Creating  the  "learning  organization." 

8  THE  FIFTH  DISCIPLINE  FIELDBOOK  by  Peter  Senge,  Art 
Kleiner,  Charlotte  Roberts,  Richard  B.  Ross,  and  Bryan  J. 
Smith  (Currency  •  $29.95)  Exercises,  tools,  and  stories 
relating  to  the  "learning  organization. " 

9  ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  < 
$10)  How  "empowerment"  revved  up  employees  at  the  fic 
tional  Normal  Co. 

10  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Light-hearted  primer 

11  THE  PURSUIT  OF  WOW!  by  Tom  Peters.  (Vintage  •  $14) 
Irreverent  tips  on  keeping  products,  organizations,  and 
people  from  going  stale. 

12  THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.  1 
purpose:  making  money. 

13  KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  job 

seeker's  handbook. 

14  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDU 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

15  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 


Reporting  stores:  Barnes  &  Noble  Inc.  (including  Barnes  &  Noble,  Bookstop,  Book- 
star,  B.  Dalton,  Doubleday,  and  Scnbner's);  Baxter's  (Minneapolis);  Benjamin  Books 
World  Trade  Center  (New  York);  Borders  (32  states);  Business  Savvy  Inc.  (Chicago); 
Classic  Bookshop  (New  York);  Harvard  Coop  (Cambridge,  Mass.);  Library  Ltd.  (St. 
Louis);  McGraw-Hill  Bookstore  (New  York);  Oxford  Book  Stores  (Atlanta);  Powell's  (Port- 
land, Ore.);  Reiter's  (Washington);  Rizzoli  World  Financial  Center  (New  York);  San 


Diego  Technical  Books;  Schwartz  Business  Books  (Milwaukee);  Sidney  Kramer  (W 
ington);  Stacey's  Bookstores  (San  Francisco);  Stanford  University  Bookstore  (Stan 
Calif.),  Tattered  Cover  (Denver);  Taylors  Ltd.  (Dallas-Ft.  Worth);  University  Book  I 
(Seattle);  Waterstone's  (Boston,  Chicago);  WordsWorth  (Cambridge,  Mass.).  Re 
sented  are  approximately  1,090  retail  outlets.  Rankings  based  on  a  weighted  ar 
sis  of  unit  sales  in  April. 
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(OW  THE  INFORIMAXION  HIGHWAY 
HAS  A  PASSING  LANE 


AND  A  DRIVING  RANGE. 


iST  DRIVE  YOUR  FREE  "CADILLAC 
IPRESSIONS"  DISKETTE.  Now  the 

)wroom  is  as  close  as  your  PC.  Preview 
Jiliac's  innovative  Northstar  System, 
perience  the  300-horsepower  Seville 
STS,  Eldorado  Touring  Coupe 
and  other  Cadillac  models. 
Then  compare  Cadillac 
^^^ffll     ""^Jfei    against  its  leading  competitors 


AND  PLAY  A  ROUND  WITH  LEE 

TREVINO.  Your  complinientary  diskette 
also  includes  a  challenging  golf  game.  Team 
Cadillac  member  Lee  Trevino  is  your 
^  host  at  the  Doral  Resort  and  (ountry 
Club's  championship  course:  the  famous 
Blue  Monster.  To  order  your  "Cadillac 
Impressions"  diskette  at  no  charge  to  you, 
call  1-800-333-4CAD. 


Cadillac 

Creating  A  Higher  Standard® 


Available  on  DOS  high-density  3.5-inch  disk  (VGA 
required)  or  Macintosh  high-density  640  x  480  color. 


Always  wear  safety  belts,  men  with  air  bags 
W^SGMCofp  All  nghts  reserved 
CAOlLLAg  ELDORADO,  NORTIISTAR»  SEVILLE^ 


Economic  yiewpoint 


BY  GARY  S.  BECKER 


r 


RULE  NO.  1  IN  SWITCHING 
TO  CAPITALISM:  MOVE  FAST 


FLEET  FEAT: 

Many 

economists 
advocate  a 
slow  pace, 
but  evidence 
shows  that  a 
quick  leap 
allows  market 
forces  to  work 
their  magic 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


The  veiy  different  paths  taken  toward 
market  economies  by  the  ex-commu- 
nist nations  provide  a  remarkable  lab- 
oratory on  how  to  transfoiTti  centrally  planned 
economies.  The  evidence  from  these  experi- 
ments is  loud  and  clear:  It's  best  to  intro- 
duce lajTge  changes  rapidly  without  waiting  to 
discover  the  "right"  sequence  of  reforms. 
Moving  quickly  allows  the  transfoiTnation  to 
be  guided  mainly  by  the  spontaneity  of  inno- 
vative market  forces  rather  than  by  govern- 
ment planners  or  technocrats. 

Still,  many  economists  advocate  a  slow, 
systematic  pace.  They  believe  that  the  or- 
dering of  reforms  toward  a  market  economy 
makes  an  enormous  difference  to  the  long- 
teiTH  success  of  the  process.  Yet  history  offers 
little  guidance  on  what  the  proper  sequence 
might  be,  simply  because  of  the  unprecedent- 
ed scale  of  transformation  required  by  the 
collapse  of  communism.  Nor  does  economic 
theory  provide  an  adequate  blueprint.  Mar- 
kets have  their  own  dynamics  that  are  often 
impossible  to  anticipate. 

Prime  Minister  Vaclav  Klaus  of  the  Czech 
Republic  has  led  the  highly  successful  trans- 
formation of  that  nation.  In  a  recent  book  of 
essays,  he  emphasizes  that  an  overhaul  should 
be  done  rapidly  and  with  a  "mixture  of  inten- 
tions and  spontaneity."  Similai'ly,  Adam  Smith 
more  than  200  years  ago  in  his  Theory  of 
Moral  Sentiments  ai'gued  that  important  pub- 
lic policy  changes  cannot  be  planned  the  way 
a  master  chess  player  moves  pieces  aroimd  on 
a  chess  board. 

FOOT-DRAGGING.  Rapid  refoiTn  can  also  pre- 
vent interest  gi'oups  who  thrived  under  com- 
munism from  organizing  effectively  to  slow 
and  even  derail  the  transition  to  a  market 
economy.  These  gi'oups  were  on  the  defensive 
for  a  while  after  the  old  regimes  toppled.  But 
now,  most  of  the  current  leaders  in  the  ex- 
communist  countries  are  former  communists, 
and  these  politicians  are  slowing  the  pace  of 
change  by  appealing  to  the  elderly  and  others 
hurt  by  the  capitalist  upheaval. 

Telling  evidence  that  foot-dragging  on  the 
road  to  the  ft-ee  market  hurts  is  not  hard  to 
find  in  Eastern  European  nations.  Take  their 
experience  in  privatizing  state-run  compa- 
nies. Hungary,  Poland,  Romania,  and  most 
other  ex-communist  nations  have  held  off 
privatizing  thousands  of  midsize  and  large 
enterprises  until  government  "restructures" 
employment,  overhauls  accounting  practices. 


and  changes  the  product  mix  at  the  var 
concerns.  Since  getting  companies  "rea 
takes  time  and  runs  into  opposition  fJ 
management  and  workers,  government 
rected  privatizations  have  been  slow  anc 
efficient.  In  Poland,  despite  its  quick 
toward  sensible  fiscal  and  monetary  polic 
almost  half  of  its  large  enterprises  ren 
in  govei'nment  hands.  Unemployment  is 
over  10%,  and  only  a  few  companies  are  t) 
ed  on  its  stock  exchange. 
BRILLIANT  IDEA.  In  sharp  contrast,  the  Cz 
Republic  acted  before  political  opposition  c( 
organize  and  relied  on  market  forces.  KJ 
and  a  small  team  of  associates  came  up  v 
the  brilliant  idea  of  selling  vouchers  at  a  n 
inal  price  to  the  general  public  that  tlf 
could  use  to  bid  for  stock  in  different  cor 
nies.  In  just  three  years,  the  Czechs 
vouchers  to  privatize  over  2,000  enterprij 
and  they  have  essentially  completed  this  st 
of  the  transformation  process. 

Despite  a  few  scandals  and  other  pi 
lems,  the  Czechs  succeeded  beyond  even 
most  optimistic  expectations.  Many  mut 
funds  and  other  financial  intermedial 
formed  to  buy  vouchers  and  bid  for  shaj 
These  investors  gained  a  voice  in  guiding  [ 
newly  privatized  entei-prises.  A  sophistical 
stock  market  developed  where  shares  in  hi 
dreds  of  companies  are  traded  every  day,  f 
the  few  dozen  traded  on  other  exchange! 
central  Europe.  The  Czech  RepubHc  has  | 
lowest  unemployment  rate  in  Europe,  el 
though  most  of  its  privatized  companies  h| 
been  restructured  by  their  new  owners. 

The  success  of  the  Czech  approach  encc 
aged  the  Russian  Republic  to  introduc 
slightly  modified  version  of  the  voucher  f 
in  1992.  It  took  Russia  only  two  years  to 
vatize  some  14,000  midsize  and  large  coni 
nies,  and  by  June,  1994,  more  than  85%  of 
countiy's  industrial  labor  force  was  worMnj 
the  private  sector.  Russia  has  not 
achieved  macroeconomic  stability  or  a  sts 
currency,  but  it  has  managed  to  quickly  s 
an  economy  dominated  by  state-owned  com 
nies  to  a  system  of  private  ownership. 

Abundant  evidence  from  the  ex-comi 
nist  countries  indicates  that  it  is  a  mist; 
for  government  bureaucrats  to  attempt 
fine-tune  the  transformation  to  market  ec 
omies.  It  is  much  better  to  unleash  the  sp 
taneous  creativity  of  businesspeople,  work< 
and  markets. 


18  BUSINESS  WEEK  /  MAY  29,  1995 


copy 


fa  X 


1 


versus 


rint 


s  c  a  n 


i 

i 

1 


copy 

fax 

print 

scan 


the  new  Mita  AF-1000 


e  IWU7  Mita  AF-1000  is  four  machines  in  one.  It  has  more  capabilities  than  any  multi-function  machine  in  its 
iss.  It's  a  whole  office  in  two  square  feet.  To  learn  more  call  1-800-ABC-MITA.  The  times  demand  Mita. 

liable  only  in  selected  areas. 
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jsSuite™  is  like  nothing  you've  seen  before.  It's 
w  way  to  look  at  the  desktop,  combining  tradi- 
al  business  applications  with  the  revolutionary 
er  of  Notes®  groupware  and  ten  unique  r-~ 
ications  designed  to  make  your  teams  ■ 
e  productive  today.  The  result  is  a  whole 
working  environment  -  as  flexible  as  it  is 
erful.  Take  a  moment  to  figure  out  what 
es  NotesSuite  so  different. 


them  any  desktop  suite  before  it.  Notes  becomes  a  work- 
ing environment;  SmartSuite®  provides  the  working 
tools,  making  you  and  your  teams  more  productive. 


NotesSuite  For  Team  Computing 


NotesSuite  is  -1-2-3*'  spreadsheet,  Ami  Pro®  word  processor, 
Approach* database,  Freelance  Graphics®  and  Organizer™ 
personal  information  manager,  integrated  with  Lotus  Notes 
for  the  needs  of  team  computing.  And  only  NotesSuite 
Is  enhanced  by  the  NotesSuite  Application  Collection,  ten 
unique  applications  to  make  your  teams  more  productive  today 


ou've  invested  untold  amounts  of  cash  in  your 
puting  hardware.  There  is  a  PC  in  front  of  every 
vidual  in  your  company  but  you're  not  con- 
ed you're  getting  the  best  possible  return  on 
investment.  What  do  you  do? 
crap  the  machines,  give  out  slide  rules  and  hire 
typing  pool. 

Jet  hardware  upgrades  so  the  stuff  that  isn't 
etting  done  still  doesn't  get  done, 
ire  a  lot  of  people  just  to  "show  'em  who's  boss." 
iet  NotesSuite  and  begin  making  the  move  from 
reductive  individuals  to  productive  teams. 
,otiis  Notes  is  already  delivering  an  average 
.1.  of  179%^  to  companies  who  use  it.  Couple 
power  with  our  five  leading  desktop  applications 
you  can  finally  use  your  computer  the  way 
ve  always  wanted  to. 

I  often  work  out  of  the  office.  I  sometimes  work 
colleagues,  sometimes  on  my  own.  Am  I  trading 
/idual  productivity  for  workgroup  capabilities?" 

Vliether  your  colleagues  are  next  door  or  around 
vorld.  Notes  provides  a  level  of  integration  that 
es  NotesSuite  more  powerful  and  more  effective 


3.  OK,  you've  heard  a  lot  about  this  new  way  to 
work  but  you're  wondering,  "What  can  NotesSuite 
actually  do  for  me?" 

A.  Route,  track  and  approve  paperwork  automatically. 

B.  Expedite  the  budget  process  by  coordinating,  track- 
ing and  distributing  the  same  budget  spreadsheet. 

C.  Basically  streamline  workflow,  impress  my  boss  and 
get  me  a  raise. 

D.  All  of  the  above. 

When  you  recognize  that  the  biggest  potential 
for  gains  in  productivity  conies  not  from  boosting 
individual  performance,  but  from  people  working 
together,  you  begin  to  understand  how  broad  an 
effect  NotesSuite  can  have  on  the  work  environment. 


Lotus. 


Right  now  you  can  buy  NotesSuite  for  just  $299tt 
It  puts  the  value  of  Microsoft®  Office  in  a  whole 
new  light.  To  find  out  more 
about  how  Lotus  NotesSuite  is 
helping  successful  companies  Wbl'king  Tugethef 
become  more  competitive,  get  our  FREE  video, 
"Team  Computing:  The  Art  and  Science  of  Collabora- 
tion," by  calling  i-8oo-trade-up,  ext.  A757f  or  explore 
Lotus  on  the  World  Wide  Web  at  www.lotus.com. 


^ada  call  1-800-GO-LOTUS.  ^Source:  "lotus  Notes:  Agent  of  Change,"  International  Data  Corporation,  1994.  $299  per  user  license  for  Lotus  NotesSuite  Desktop.  Mtmnium  purchase  of  fifty 
required.  ©1995  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  Working  Together,  SmartSuite,  Lotus  Notes,  1-2-3,  Arm  Pro,  Freelance 
:s  and  Approach  are  registered  trademarks  and  NotesSuite  and  Organizer  are  trademarks  of  Lotus  Development  Corporation.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation. 


Economic  Trends 


BY  GENE  KORETZ 

WHAT  HELD 
BLACKS  BACK? 

Gains  in  education  haven't  paid  off 

Educational  achievement  is  supposed 
to  provide  gi-eater  rewards  in  the 
workplace.  Yet,  notes  economist  Jai'ed 
Bernstein  of  the  Economic  Policy  Insti- 
tute in  a  new  study,  despite  educational 
progress  by  blacks  in  the  1980s,  the  gap 
between  their  wages  and  those  of  whites 
at  all  education  levels  (except  high  school 
dropouts)  widened  during  the  decade — 
suggesting  that  job  discrimination  may 
actually  have  increased. 

Blacks'  educational  gains  have  been 
significant.  Whereas  the  median  years 
of  schooling  of  black  men  and  women 
were  about  two  yeai's  less  than  those  of 
whites  in  1970,  for  example,  by  1990  the 
gap  was  down  to  just  0.2  to  0.3  yeai's. 
And  while  high  school  dropout  rates  of 
blacks  and  whites  of  both  sexes  declined 
in  the  1980s,  they  fell  fai"  more  sharjDly 
among  blacks,  almost  eliminating  the 
gap  between  black  and  white  males. 
Similarly,  nationwide  tests  of  17-year- 

A  PUZZLING  DECLINE  IN  U.S. 
BLACK  PROGRESS 

ACADEMIC  GAINS  ECONOMIC  REVERSES 
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DATA:  ECONOMIC  POLICY  INSTITUTE 

olds  in  reading  and  math  skills  show 
blacks  gaining  considerable  ground  on 
whites  between  1975  and  1990  (chart). 
And  the  gaps  between  black  and  white 
SAT  (Scholastic  Aptitude  Test)  scores  in 
math  and  verbal  ability  narrowed  by 
more  than  20%  from  1976  to  1990.  Ac- 
cording to  a  Rand  Corp.  study,  rising 
pai-ental  education  levels  and  fewer  chil- 
dren per.  household  helped  black  youths 
move  ahead  despite  increases  in  pover- 
ty and  single-parent  families. 

Unfortunately,  such  progress  hasn't 
produced  commensurate  economic  gains. 
After  narrowing  the  hourly  wage  gap 
during  the  1970s,  for  example,  blacks 
generally  lost  ground  relative  to  whites 
in  the  1980s  (chart).  The  decline  oc- 


curred among  both  younger  and  older 
adults,  and  it  ,was  particularly  pro- 
nounced among  college-educated  black 
men.  Indeed,  Bernstein  argues  that 
drops  in  both  college  aid  for  low-income 
students  and  in  the  relative  rewards  of 
a  college  education  explain  why  the  per- 
centage of  young  black  adults  with  col- 
lege degrees  stopped  rising  in  the  1980s. 

Why  haven't  blacks'  educational  gains 
paid  off?  Bernstein  thinks  blacks  have 
been  especially  vulnerable  to  such 
trends  as  the  shift  to  white-collar  jobs, 
declining  unionization,  and  widening 
wage  inequality  that  favors  the  most 
highly  educated  workers.  And  though 
the  black-white  male  wage  gap  may 
have  recently  started  shrinking  again, 
he  also  obsei-ves  that  young  black  males 
continue  to  leave  the  labor  force — sug- 
gesting that  racial  discrimination  still 
weighs  heavily  on  their  job  prospects. 


CANADA'S  FATE  IS 
IN  U.S.  HANDS 

Its  economy  is  tied  to  its  neighbor's 

After  growing  a  spectacular  5.6%  in 
1994,  the  Canadian  economy  is 
slowing  sharply  and  runs  the  risk  of 
posting  nearly  zero  growth  in  the  cur- 
rent quaiter,  reports  economist  Ian  Am- 
stad  of  Bankers  Tnast  Co.  Soaring  ex- 
ports have  recently  succumbed  to  the 
slowdown  in  U.  S.  demand,  he  notes. 
And  draconian  monetary  tightening  by 
the  Bank  of  Canada  around  the  turn  of 
the  yeai",  to  support  the  collapsing  Cana- 
dian dollar,  has  pulled  the  mg  out  from 
under  interest-rate-sensitive  sectors. 

Housing  starts,  for  example,  have  col- 
lapsed below  their  1991-recession 
troughs,  and  auto  sales  are  off  20%  in 
the  past  six  months.  Employment  gains 
have  also  stalled  abiiiptly  in  the  past  six 
months,  after  posting  nearly  a  4% 
growth  rate  through  most  of  last  year. 

With  federal  and  provincial  budgets 
tighter  than  anticipated,  the  U.  S.  Fed- 
eral Reserve's  monetary  pohcy  on  hold, 
and  the  risks  of  Quebec  going  it  alone 
apparently  receding,  Canada  may  well 
weather  current  economic  storms.  But 
Amstad  notes  that  its  economic  fate  is 
precariously  tied  to  a  successful  soft 
landing  by  the  U.  S.  A  worsening  U.  S. 
slowdown,  for  example,  could  undermine 
Canada's  economy  and  fiscal  plans.  Con- 
versely, Amstad  warns  that  "a  U.  S.  re- 
acceler-ation  could  prompt  the  Fed  to 
tighten,  condemning  Canada  to  an  era  of 
high  interest  r-ates  and/or  renewed  cur- 
r-ency  weakness." 


WEAK  DOLLAR, 
WEAK  HEARTS 

The  U.S.  sits  out  an  equity  shuffl 


There's  httle  doubt  that  the  doll 
gyrations  early  this  year  left 
stamp  on  global  deals  by  multinatic 
companies.  As  tallied  by  kpmg  Peat  IV 
wick,  the  value  of  cr'oss-border  acqi 
tions,  joint  ventiu'es,  and  minority-st 
investments    an-  ■hmmmb 


THE  DOLLAR  SHAT 
GLOBAL  DEALS 


nounced  in  the 
first  quarter  hit 
$42.6  biUion,  up 
39%  from  1994's 
first  quarter.  But 
rising  dollar  prices 
of  foreign  assets 
obviously  inhibited 
U.  S.  companies. 
The  value  of  theii- 
foreign  deals  rose 
by  just  12%,  to 
$7.43  billion. 

In  contrast,  the 
spectacle  of  sud- 
denly cheap  U.  S. 
assets  clearly  whet  the  appetites  of 
eign  companies,  whose  fii-st-quarter  1 
pm-chases  hit  $14.4  bilhon  (chart).  E 
Japan  got  into  the  act,  boosting  its 
outlays  neariy  sixfold,  to  $1.48  billio 


A  DURIOUS  SURG 
IN  JOB-SEEKERS 

This  year's  pickup  may  peter  out 


94  (IQ)       '95  (IQ) 
A  BILLIONS  OF  DOLLARS 
•ACQUISITIONS,  JOINT  VENTUR 
AND  MINORITY  INVESTMENTS 
DATA  KPMG  PEAT  WARWICK 


Something  odd  is  afoot  in  U.  S.  la 
mar'kets,  says  Paul  Boltz  of  T.  R( 
Price  Associates  Inc.  One  reason  the 
less  r-ate  has  climbed  is  an  unexpec 
shar-p  acceleration  in  labor  force  grov 

So  far  in  1995,  the  labor  force 
jumped  by  more  than  1  million,  implj 
an  annual  increase  of  3  milUon.  In 
history  books,  notes  Boltz,  only  one  j 
saw  labor-force  gr'owth  hit  3  milli 
1978,  when  maturing  baby  boom 
wer-e  flooding  the  job  market.  Si 
demogr'aphic  trends  are  now  less  fa^ 
able,  the  r-ecent  acceleration  looks  o 
Boltz  also  notes  that  the  labor  fc 
surged  in  a  similar*  fashion  early  in  1! 
To  the  chagrin  of  the  Bush  Adminisi 
tion,  a  1.63  million  rise  in  the  first  1 
of  that  election  year  pushed  up  the 
employment  rate  to  7.7%.  In  the  see 
half,  however,  the  labor  force  grew  b 
paltry  200,000.  If  the  same  pattern 
folds  this  year",  the  jobless  rate  may 
again  even  as  the  economy  slows. 
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Another  time,  another  face. 
Reverso  Duo. 


Reverso.  Avant- 
garde  SINCE  1931. 

Reverso  Duo  -  the 
double  pleasure  of 
owning  two  watches 
IN  ONE,  Simply 

REVOLVE  THE  CASE. 
AND  A  NEW  WATCH 
KEEPS  TRACK  OF  YOUR 
TIME.  Two  BACK- 
to-back  dials,  two 
time-zones,  powered 
by  a  single.  manually 
wound  movement. 
Look  forward  to  the 

TIME  ahead,  or  turn 
AGAIN  TO  THE  TIME 
OF  YOUR  THOUGHTS. 
A  WATCH  AS  VERSATILE 
AS  YOU  ARE,  INVENTED 
AND  INDIVIDUALLY 
HAND-CRAFTED  BY  THE 
MASTER- WATCHMAKERS 

OF  Jaecer-LeCoultre 

IN  THE  AUTHENTIC  ART 
DECO  style  of  THE 
LEGENDARY  REVERSO. 


the  Reverso  Duo's 
case  swivels  to 
reveal  another 
watch.  where  a 
24-hour  handtells 
the  global  traveler 
whether  it's  a.m. 
or  p.m.  in  the  second 
time-zone. 


tjAEGER-LECoULTRp;. 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED 
IN  THE  COMPANY'S  200-PACE  LUXURY  CATALOG.  FOR  A  FREE  COPY.  CONTACT:  JAEGER-LECOULTRE, 
P.O.  Box  1608.  WINCHESTER.  VA  22604. TELEPHONE:  (800)  JLC-TlME. 


■'■merican  industry  has  made  capital  investments  in  record  numbers  in 
recent  years.  Not  coincidentally,  we  now  have  the  world's  highest  levels 
of  productivity.  Maintaining  this  competitiveness  over  the  long  term  will 
require  continual  investment. 

The  CIT  Group  is  proud  to  support  and  finance  this  process.  As 
America's  most  experienced  asset-based  lender,  we've  provided  and 

"       1995  The  CIT  Group,  Inc 
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are  providing  capital  to  help  companies  and  individuals  build  on  recent 


successes  and  realize  even  greater  prosperity. 


With  offices  located  throughout  the  United  States,  The  CIT  Group 


stands  ready  to  help  you  reach 


your  goals.  For  information, 


cal 


1-800-CIT-1908. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 


If  you're  in  search  of  some  of  the  quickest 
connections  to  Europe  and  beyond,  they're  on 
a  hop,  skip  and  jump  away.  Together  with 
the  Zurich  and  Geneva  airports,  famed  for  she 
connecting  times,  we'll  have  you  on  your  | 
way  before  you  know  it.  Time  is  everything! 
swissairj^ 
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JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


F  YOU'RE  LOOKING  FOR  A  RATE  CUT, 
OU'LL  HAVE  TO  WAIT 


HORE  ASSEMBLY  LINES 
SIT  IDLE 


FACTORY 
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llONTHLY  PERCENT  CHANGE 

ATA:  FEDERAL  RESERVE,  BUSINESS  V«EEK 


IfKHTRPSmS^  The  Federal  Reserve  has  a 
'yii'1iV/lW\/TW  lot  to  ponder  at  its  next  poHcy 
eting  on  May  23.  Suddenly,  the  domestic  part  of 
economy  looks  downright  sickly  in  the  second  quar- 
,  and  inflation  appears  to  be  accelerating  a  bit.  At  the 
ae  time,  Capitol  Hill  seems  to  be  getting  its  budget- 
ancing  act  together — something  that  has  added  sup- 
•t  to  the  recent  ralhes  in  both  bonds  and  the  dollar, 
lat's  the  Fed's  next  move? 

The  economy's  paler  cast 
strongly  argues  that  the  Fed's 
next  action  will  be  a  rate  cut. 
After  all,  in  February,  top  Fed 
officials  said  the  central  bank 
will  ease  poUcy  preemptively 
in  order  to  avoid  recession  in 
much  the  same  way  it  tight- 
ened earher  to  nix  inflation- 
ary pressures. 

However,  an  easing  move 
still  seems  to  be  a  long  way 
To  be  sure,  the  slowdown  signals  are  increasingly 
inous.  In  April,  industrial  production,  real  retail 
is,  and  housing  starts  each  began  the  second  quarter 
11  below  their  first-quarter  levels  (charts).  About 
only  things  that  began  this  quarter  higher  than  last 
irter  are  new  jobless  claims,  inflation,  and  probably 
entories.  Not  a  comforting  mix. 

OK  CLOSER  at  the  economy's  weakness  and  under- 
ig  supports,  however,  and  there  is  little  to  indicate 
,t  the  Fed  has  overtightened.  Excess  inventories 
mostly  to  blame  for  the  factory  sluggishness.  Stur- 
income  growth  means  that  consumers  have  plenty  of 
h  to  spread  around  at  their  local  malls.  And  the 
ep  decline  in  long-term  interest  rates  of  late  will  pro- 
e  stimulus  for  housing  and  other  sectors  of  demand, 
;n  vrithout  an  immediate  Fed  easing, 
rhe  slowdown  is  fundamentally  a  midcycle  inventory 
rection.  Although  many  industries  are  nursing  excess 
entories,  the  correction  is  also  disproportionately 
icentrated  in  the  auto  industry.  Removing  that  log- 
1  alone,  which  should  be  accomplished  by  summer's 
1,  will  provide  a  lot  of  reUef. 

kloreover,  excess  inventories  in  the  retail  sector 
lude  many  imports,  which  will  mitigate  the  impact 
fewer  retail  orders  on  U.  S.  manufacturers.  Also, 
S.  manufacturers'  reaction  times  to  overstocking 
/e  become  so  rapid  in  recent  years  that  the  output 
ustment  will  be  much  faster,  with  less  chance 


that  a  severe  inventory  problem  will  develop. 

In  the  meantime,  the  Fed  will  have  to  keep  at  least 
one  eye  on  inflation.  Both  the  producer  and  consumer 
price  indexes  in  April  were  a  little  unruly. 

The  CPi  jumped  a  deflant  0.4%  in  the  month,  as  did 
the  core  index,  which  omits  energy  and  food  because 
they  often  distort  the  trend.  For  the  past  six  months, 
core  consumer  inflation  stands  at  an  annual  rate  of 
3.4%.  That's  the  fastest  six-month  rate  in  nearly  two 
years,  and  it's  up  from  2.8%  in  the  previous  half  year. 

If  monthly  increases  in  the  core  index  alternate  be- 
tween 0.2%  and  0.3%  for  the  rest  of  the  year — a  hkely 
result — core  inflation  will  end  1995  at  3.5%.  Even  under 
that  tame  scenario,  the  core  rate  will  accelerate  nearly 
a  full  percentage  point,  from  2.6%  in  1994. 

THE  FED  has  suggested,  however,  that  it  will  tolerate 
at  least  a  mild  pickup  in  inflation  as  long  as  the  econo- 
my shows  clear  signs  of  slower  growth.  And  does  it 
ever.  Retail  sales  fell  0.4%  in  April.  Even  excluding  a 
sharp  drop  in  car-buying,  sales  elsewhere  still  man- 
aged only  a  slim  0.1%  gain.  Demand  for  durable  goods 
generally  was  weak,  with  sales  declines  in  both  building 
materials  and  furniture  as  well  as  autos. 

Early-bird  signs  for  May, 
however,  indicate  that  con- 
sumers haven't  given  up 
shopping  for  good.  Retailers 
gauged  sales  in  the  second 
week  of  the  month  as  gener- 
ally "on  or  above  plan,"  ac- 
cording to  key  weekly  sur- 
veys. The  two  leading 
roundups  each  show  that  sea- 
sonally adjusted  sales  in  the 
fii'st  two  weeks  of  May  stood 
about  0.4%  above  April's  level. 

Amid  price  hikes  and  still-high  financing  costs,  car 
sales  will  be  slower  to  come  around.  Unit  sales  of  cars 
and  hght  trucks  in  April  fell  to  an  annual  rate  of  13.8 
miUion,  the  fewest  since  last  July.  Although  Detroit 
already  pared  down  April  output  substantially,  further 
cutbacks  in  May  and  June  vdll  be  needed  to  rein  in 
bulging  dealer  inventories. 

Apr.  30  dealer  stocks  of  U.  S.-made  vehicles  jumped 
to  an  82-days'  supply  for  cars  and  a  78  days'  total  for 
trucks.  Both  are  far  above  the  more  desirable  60  days, 
suggesting  that,  without  stronger  demand,  planned 
May  and  June  output  reductions  may  not  be  enough. 

Motown's  weakness  hit  the  nation's  industrial  produc- 


HOW  LONG  WILL 
SHOPPERS  STAY  HOME? 
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tion  hard  in  April.  Although  output  in  mining  and  util- 
ities rose,  production  in  manufacturing  dropped  0.5%, 
the  third  straight  monthly  decline,  something  that 
hasn't  happened  since  the  rough  early  days  of  this  ex- 
pansion. About  half  of  the  April  drop  reflected  a  steep 
4.4%  plunge  in  output  of  motor  vehicles  and  parts. 
And  the  weekly  business  week  production  index  indi- 
cates output  continued  to  shp  in  early  May  (page  101). 

Paralleling  the  recent  retail-sales  weakness,  output  of 
consumer  goods  was  especially  soft  in  April,  including 
further  cutbacks  in  production  of  household  appUances 
and  furniture.  Weak  auto  and  tioick  output  also  dragged 
dowTi  production  of  business  equipment.  That  was  the 
fii'st  monthly  decline  in  three  years,  but  output  of  infor- 
mation equipment  continued  to  rise  strongly,  providing 
a  key  support  under  production. 

THE  HOUSING  SLOWDOWN  contmued  to  hit  output  of 
construction  supphes.  April  housing  starts  did  not  re- 
bound fi'om  their  steep  6.7%  decline  in  March,  as  many 
analysts  had  expected.  Construction  of  homes  and 
apartments  edged  up  0.4%  in  the  month,  to  an  annual 
rate  of  1.24  million.  Still,  lower  mortgage  rates  are 
improving  the  mood  of  builders,  says  the  National  As- 
sociation of  Home  Builders. 

The  trade  group's  new  housing-market  index,  a  meas- 
ure of  market  health  and  builder  confidence,  rose  in 
May  to  the  highest  level  since  December.  Builders  said 
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buyer  traffic  was  marginally  higher  in  May  after 
clines  in  previous  months,  and  their  expectations 
sales  in  coming  months  were  up.  The  reason:  Mortgg^ 
rates  averaged  a  14-month  low  of  7.87%  in  early  M 
says  the  Federal  Home  Loan  Mortgage  Corp. 

For  the  Fed,  the  bright 
spot  in  the  production  adjust- 
ment is  the  sharp  decline  in 
the  rate  of  capacity  use,  a  sign 
that  markets  have  more  slack 
and  price  hikes  will  be  harder 
to  pass  on.  Operating  rates  in 
manufacturing  fell  0.8  percent- 
age point,  to  an  average  of 
83.5%  in  April.  That's  down 
shai-ply  from  the  recent  peak 
of  85.2%  in  Januaiy. 

The  economic  slowdown,  combined  with  prospe| 
for  serious  deficit  reduction,  is  paving  the  way  for 
eventual  easing  of  Fed  policy  that  will  help  to  extel 
this  expansion,  already  four  years  old.  Done  over  sJ 
en  years,  budget-cutting  will  create  a  minimal  fisf 
drag  in  any  given  year  that  can  be  offset  easily  by  loj 
er  interest  rates. 

But  the  soft-landing  scenario  is  only  now  beginning! 
play  out.  The  Fed  will  need  a  lot  more  evidence  tlJ 
things  are  going  its  way  before  it's  willing  to  makej 
major  pohcy  shift. 
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GOOD  BUDGET  NEWS  LEAVES  THE  MARKETS  UNMOVED 


Australia's  1995-96  budget  con- 
tains something  rare:  a  sur- 
plus. But  financial  markets  are  far 
more  drawn  to  the  record  cur- 
rent-account deficit. 

The  new  budget  proposed  by 
Prime  Minister  Paul  J. 
Keating's  government 
promises  a  small  sur- 
plus of  A$718  miUion 
(U.  S.  $524  milhon)  for 
the  fiscal  year  starting 
July  1.  The  plan  de- 
pends on  a  hike  in  cor- 
porate income-tax 
rates,  to  36%  from 
33%,  and  asset  sales. 
Rising  taxes  dimmed 
consumer  confidence,  as  the  West 
pac  index  fell  5.8%  in  May. 

The  budget  also  expects  real 
gross  domestic  product  to  grow 
3.75%  in  fiscal  1995-96,  but  econo- 
mists already  say  that  forecast 
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may  be  too  optimistic  given  tight- 
er fiscal  and  monetary  policies. 

Members  of  the  i-uling  Labor 
Party  argue  that  fiscal  restraint 
will  take  the  pressure  off  the  Re- 
serve Bank  of  Austraha,  which 
has  lifted  interest 
rates  three  times 
since  August.  But 
with  the  economy  still 
strong,  the  rba  may 
have  to  hike  rates 
again.  Employment 
surged  90,400  in 
April,  more  than  10 
times  the  consensus 
forecast.  April's  job- 
less rate  fell  from 
8.7%  to  a  4^'  year  low  of  8.3%. 

What  stole  attention  from  the 
surplus  news  was  the  govern- 
ment's forecast  of  the  current-ac- 
count deficit,  which  has  been 
worsening  since  last  year  (chait). 


Because  of  higher  interest  pay- 
ments to  foreigners,  the  1995-96 
deficit  is  likely  to  remain  at  this 
year's  record  A$27  bilhon,  or  5.5^ 
of  GDP.  AustraUa's  domestic  sav- 
ings must  rise  to  curtail  the  need 
for  foreign  funds.  And  to  that 
end,  the  government  proposed  a 
compulsory  superannuation,  or  | 
pension,  plan.  But  it  won't  kick  in 
until  1997. 

By  then,  Australia's  trade  posi- 
tion will  be  hurt  by  other  factors. 
The  1994  drought  means  fewer 
agricultural  exports,  and  Aussie 
auto-parts  makers  could  be  a  cas- 
ualty in  the  Japanese-U.  S.  trade 
dispute.  The  current  labor  strife 
doesn't  help,  either.  And  unluckily 
for  Labor,  which  must  call  elec- 
tions by  next  March,  the  financial 
mai'kets  may  punish  Australia  for 
its  bigger  trade  deficit  wliile  ig-  . 
noring  the  government  surplus. 
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Rupert  Murdoch  is 
on  the  march-and 
his  media  rivals 
are  shuddering 

Outside  Rupert  Murdocli's  office 
8uite  at  Twentieth  Century-Fox 
studios  in  Beverly  Hills,  the  hall- 
way is  lined  with  movie  posters 
fi'om  such  Fox  classics  as  The  Sound 
of  Music  and  Butch  Cassidy  and  the 
Sundance  Kid.  Inside,  though,  Holly- 
wood gives  way  to  Murdoch's  pei'sonal 
tastes.  Australian  abstract  paintings 
share  wall  space  with  Warhol-esque 
press  plates  fi'om  Murdoch's  racy  Lon- 
don tabloid.  The  Suyi.  "Up  Yours  De- 
lors"  shouts  one  headline.  "Freddie 
StaiT  Ate  My  Hamster"  blares  another. 

Murdoch  may  spend  much  of  his 
time  in  Tinseltown  these  days,  but  he 
has  always  seemed  best  suited  to  the 
pugnacious  world  of  Fleet  Street.  As 
rain  spackled  the  windows  of  his  Fox 
offices  one  recent  afternoon,  he  let  his 
mind  drift  fai'  from  Los  Angeles  and 
the  movies.  Standing  before  a  four-foot- 
wide  map  of  the  world,  he  zeroed  in  on 
Europe  and  Asia,  the  latest  of  his 
many  battle  zones.  "That's  where  the 
money  is,"  he  said,  pointing  to  Germa- 
ny, then  Japan. 

If  Rupert  Murdoch  knows  anything, 
it's  where  to  find  the  money.  And  at 
64,  he  has  never  been  better  positioned 
to  go  mining  for  it.  After  a  remarkable 
decade  of  financial  brinkmanship  that 
almost  landed  him  in  bankruptcy  court, 
Mui'doch  is  suddenly  the  one  media  mo- 
gul loaded  with  resouj'ces.  While  rivals 
such  as  Tele-Communications  Inc.  and 
Time  Warner  Inc.  wrestle  with  mounds 
of  debt  and  other  obligations,  Murdoch's 
News  Corp.  is  flush  with  cash  fi'om  its 
global  stable  of  newspapers  and  broad- 


cast assets.  Its  .$5  billion  in  debt  is  half 
of  what  it  was  five  years  ago. 

Plenty  of  media  executives  have  vi- 
sions of  sujjerhighways  dancing  in  theii' 
heads.  But  during  the  past  few  weeks, 
Murdoch  has  shored  up  a  media  emph-e 
focused  squarely  on  nut-and-bolts  ex- 
pansion. Since  April,  he  has  rebuked 
the  Federal  Communications  Com- 
mission and  its  challenge  to  the  fi- 
nancial structure  of  his  seven- 
year-old  Fox  Broadcasting  Co. 
network.  He  also  has  hooked 
up  with  Mri  Coiiimunications 
Corp.  Chairman  Bert  C. 
Robeits  Jr.  in  an  interactive- 
technology  deal  that  is  amor- 
phous in  all  but  one  respect: 
It  will  supply  Muixloch  with  a  fresh  $2 
billion.  "We  ceitainly  intend  it  to  be  an 
acquisition  vehicle,"  he  told  business 
WEEK  (page  29). 

LIGHTNING  ROD.  Where  exactly  Mur- 
doch will  place  his  bets  is  still  partly  a 
guessing  game.  But  the  News  Corp. 
chairman  already  is  angling  to  buy  the 
Fininvest  TV  and  advertising  empire 
owned  by  formei'  Italian  Piime  Minister 
Silvio  Berlusconi — a  deal  that  would 
greatly  enhance  News  Corp.'s  presence 
in  the  rich  European  market.  Murdoch 
says  he  also  has  his  eye  on  distribution 
assets  in  Latin  America.  In  the  U.  S.,  he 
hopes  to  buy  moi'e  television  stations 
for  his  feisty  Fox  network  and  moi-e 
cable  channels  to  go  with  his  nascent  fix 
network. 

The  most  important  use  of  Murdoch's 
newfound  wealth,  however,  will  be  to 
plow  it  into  the  projects  already  at 
hand — while  reining  in  the  more  reck- 
less side  of  his  entrepreneurial  nature. 
A  close  look  at  what  he  has  on  the  ta- 
ble— from  his  Star  satellite  television 
operation  in  Asia  to  his  Vox  TV  channel 
in  Germany — indicates  that  the  capital 
investment  in  ft-ont  of  him  runs  well 
into  the  billions.  These  are  complex 
businesses,  and  Murdoch  is  ti-ying  to 
build  them  in  the  face  of  fierce  competi- 
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NEWSPAPERS 

Britain:  The  Times,  The 
Sunday  Times,  Today,  The 
Sun,  News  of  the  World 
U.S.:  The  New  York  Post 
Australia:  100  papers  includini 
Australian,  Daily  Telegraph  Miri 
and  The  Herald-Sun 

*  Estimate  tor  fiscal  year  ending  June  30.  1995 
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tion  in  Europe  and  Asia.  The  latter, 
says  Viacom  Inc.  Chainnan  Sumner  M. 
Redstone,  "has  the  biggest  potential 
payoff  of  any  market.  But  it  is  also  the 
most  e.xpensive." 

Murdoch,  meanwhile,  faces  a  unique 
challenge.  More  than  anyone  else  in 
business,  he  is  a  lightning  rod  for  polit- 
ical and  regulatory  scrutiny.  The  fcc 
battle — though    successful — was 
only  the  most  visible  of  his  re- 
cent political  entanglements. 
In  the  past  month,  he  has 
battled  Biitish  politicians  ovei' 
his  attempt  to  win  a  license 
for  a  new  TV  channel  and  Chi- 
nese authorities  over  restric- 
tions on  the  sale  of  satellite 
dishes.  Governments  worldwide 
are  waiy  of  his  gaining  too  much 
influence. 

"GREAT  SEDUCER."  Murdoch,  of 
course,  has  made  a  career  of 
defying  odds — financial  and  polit- 
ical. Two  years  ago,  his  $1.6  bil- 
lion bid  to  take  National  Football 
League  games  away  from  CBS  Inc.  was 
thought  to  be  reckless.  But  the  payoff  in 
I'atings  gains  and  ad  revenue  at  the  Fox 
network  has  been  substantial.  As  for 
politics,  using  both  the  power  of  his 
newspapers  and  publishing  contracts 
from  HarperCollins,  his  book  publishing 
company,  he  has  cultivated  lawmakers 
mastei'fully.  Says  Frank  Barlow,  man- 
aging director  of  British  media  giant 
Pearson  PLC:  "He's  a  gi'eat  seducer." 

MCi's  Roberts,  for  one,  was  captivat- 
ed. His  pledge  to  buy  13%  of  News 
Coi'p.  for  $2  billion  looks  to  be  more 
p        an  investment  in  Murdoch's  vision 
^'■^^-^    than  anything  else.  The  first  step  of 
their  joint  venture  will  likely  be  to 
merge  News  Corp.'s  Delphi  online  ser- 
vice with  MCi's  new  Internet  operations. 
But  despite  all  the  "superhighway" 
hoopla  surrounding  the  May  10  an- 
nouncement, Murdoch  makes  it  clear 
that  the  vehicle  mostly  will  be  used  to 
raise  money  for  bread-and-butter  me- 
dia acquisitions.  "I  think  [interactivity] 
will  happen,"  he  explains.  "I'm  just  very 
cautious  about  when."  Says  Roberts:  "I 
would  be  the  fii'st  to  tell  you  that  he 
knows  what  he  is  doing  ancl  we  are  go- 
ing to  look  to  him  for-  expertise." 

Foi-  now,  Mui'doch  will  add  MCl's  $2 
billion  to  the  nearly  $3  billion  it  already 
has  in  cash  and  r-eceivables.  The  Berlus- 
coni deal,  if  it  happens,  would  be  fi- 
nanced thr'ough  Eur-opean  oper-ations 
that  can  r-aise  money  on  their-  own.  Oth- 
er-wise, he  will  buy  opportunistically.  "I 
don't  think  you'll  see  him  on  a  buying 
spree,"  says  one  Murdoch  intimate. 
"But  he  has  liquidity  and  r-esources  now 
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Murdoch  believes  in  the  interactive  future,  but  for  now 
he's  putting  his  eggs  into  TV  stations  and  satellites 


to  take  advantage  of  the  opportunities 
that  arise." 

Miu-doch's  last  big  acquisition  was  the 
one  that  brought  him  into  Asia  two 
years  ago.  He  spent  $525  miUion  for  a 
64%  stake  in  Star  TV,  a  straggling  satel- 
lite network  service.  Star  potentially 
could  beam  progi'amming  to  220  million 
households.  The  problem  is  nobody  real- 
ly knows  for  sure  how  many  people  re- 
ceive it.  And  getting  viewers  to  pay  for 
service  is  another  question  altogether 

Murdoch  admits  his  strategy  is  a 
high-risk  gamble.  Generating  substan- 
tial revenues  means  starting  from 
scratch  in  many  markets  and  breaking 
down  political  opposition  in  others.  Mur- 
doch has  made  headway  selKng  the  ser- 
vice in  India,  largely  because  in  1993 
he  bought  a  49.9%  stake  in  Asia  Today 
Ltd.,  which  broadcasts  India's  popular 
ZEE  TV.  But  China  and  Malaysia  have 
been  off-limits.  The  reason:  Murdoch 
made  the  mistake  early  on  of  saying 
that  satellite  delivery  of  information 
would  topple  totalitarian  governments. 
Even  Inclia,  with  its  relatively  lax  polit- 
ical climate,  has  proved  troublesome. 
Stai'  recently  was  forced  to  suspend  one 
of  its  more  popular  talk  shows  when  a 
guest  mildly  slurred  Ma-  imhhhh 
hatma  Gandhi. 
LOCAL  FODDER.  Unable  to 
meet  audience  projections, 
Star  has  lost  advertising 
revenue.  Miu'doch  says  the 
operation  won't  be  profit- 
able for  five  years — but 
even  that  is  probably  opti- 
mistic. Already,  this  year's 
projected  .$20  million  loss 
has  ballooned  to  $50  million, 
on  estimated  sales  of  $120 
miUion.  Winning  new  view- 
ers will  cost  bundles  more. 

Digitization  will  eventual- 
ly create  hundreds  of  new 
channels  for  the  service, 
and  Mui"doch  plans  to  use 
them  to  customize  program- 
ming for  different  mar- 
kets— say,  an  offering  in 
Mandaiin  for  China  and  an- 
other one  in  Cantonese.  He 
is  also  creating  and  spon- 
soring sports  leagues  to 
give  him  local  fodder  to 
televise:  badminton  and 
basketball  in  China,  cricket 
in  India.  The  pi'oblem,  says 


one  rival  TV  executive  in  Asia,  is  that  lo- 
calization of  progi'amming  "sends  youi' 
costs  through  the  roof." 

Murdoch  got  a  break  when  a  rocket 
carrying  the  satellite  for  a  rival  ser- 
vice blew  up  last  year,  delaying  a  ser- 
vice sponsored  by  espn,  Time  Warner, 
and  others.  That  gives  him.  some 
breathing  room.  Still,  espn  has  made 
inroads  elsewhere  in  Asia.  And  Via- 
com's MTV,  which  left  Star  a  year  ago 
because  Murdoch  wouldn't  give  up  a 
slice  of  Stai'  equity,  fornied  its  own  mu- 
sic station  with  PolyGram. 

Britain,  however,  shows  what  can 
happen  when  a  big  satellite  investment 
pays  off.  British  Sky  Broadcasting,  his 
satellite  sei-vice  there,  may  have  lost  a 
staggering  $1.2  billion  between  1989  and 
1993.  But  lai-gely  because  Muitloch  paid 
$456  miUion  to  telecast  Premier  League 
soccer  games  starting  in  1992,  BSkyB 
now  has  4  miUion  subscribers,  and  for 
the  fii"st  nine  months  of  the  cmrent  fis- 
cal year,  it  earned  $164  milUon  on  $892 
miUion  in  sales. 

Ahead  of  most  of  his  rivals,  Miu'doch 
plans  to  offer  digitally  compressed  Sky 
sigTials  sometime  next  year  that  will  in- 
crease the  service's  22  channels  to  200 
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almost  overnight.  With  that  many  chi 
es,  he  plans  to  offer  pay-per-view  i 
vies  every  15  minutes. 

Expanding  the  News  Coi-p.  banner 
the  rest  of  Europe  wUl  be  much  m 
difficult.  For  starters,  BSkyB  does 
own  the  rights  to  its  popular  movies 
side  Britain,  and  British  soccer  mate 
won't  lui'e  many  viewers  on  the  Coi 
nent.  Relatively  few  Italians  and  Frei 
own  sateUite  dishes.  Competition  aires 
is  heavy  from  the  likes  of  Viacom 
West  and  French  pay-TV  giant  Ca 
Plus.  In  other  areas,  state-controUed 
ble  companies  aren't  likely  to  welcoll; 
Mui'doch  with  open  arms.  "Europe  a  |[ 
be  an  upriill  battle,"  says  Pearson's  B  li 
low,  the  foiTner  chaiiTnan  of  BSkyB 
"WEVE  GOT  THE  MONEY."  Murdoch's  rial 
jor  beachhead  outside  Britain  is  the  sts  4 
he  owns  in  Vox,  the  Gernian  pay  chan 
News  Corp.  took  control  of  from  B  U 
telsmann  last  yeai*  after  losses  moun1 
to  $215  miUion.  But  with  more  than 
channels  in  Germany,  over  25  of  thfio 
nation^Adde,  competition  is  fierce  for 
$37  billion  advertising  market.  St 
armed  with  technical  advice  fi-om  BSkj 
Vox  hopes  to  break  even  by  1998, 
cording  to  Chief  Executive  Markus  1 
■■■■■■HM  lenbach.  Murdoch  figures 
can  increase  Vox's  3%  mfci 
ket  share  to  10%.  Rivals, 
coui'se,  aren't  so  sui-e. 

The  soui'ce  of  Murdoc 
strength  at  the  moment 
his  profitable  newspapf 
and  his  eight  Fox-owned 
stations — which  vdll  thr 
off  $300  miUion  in  oper 
ing  eaiTiings  this  year, 
deed,  the  seven-year-t 
Fox  network  has  becoi 
the  fulcrum  of  Murdoc 
media  empire.  That's  w 
in  the  wake  of  the  FCC  \ 
toiy.  News  Corp.  executiA  p 
are  scurrying  for  waysjl) 
expand.  In  Washington,  l(ln;! 
byists  have  been  fighti 
for  telecommunications  1(1 
islation  that  would  all|j;, 
Murdoch  to  increase  t| 
number  of  TV  stations 
owns.  "If  we're  able,  we 
going  to  ti'y  to  buy  son 
thing  out  there,"  says  Chi  I 
Carey,   chairman   of  t 
broadcasting  unit. 

The  reason  is  sim] 
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ough.  With  the  hefty  costs  of  the  NFL 
mes,  the  Fox  network  barely  broke 
en  this  yeai".  Additional  stations  would 
ow  Fox  to  spread  its  costs.  Moreover, 
the  world  goes  digital  and  viewing 
Dices  explode,  Fox  needs  the  strong- 
;  distribution  network  possible  to  cut 
'ough  the  clutter.  With  racy  offerings 
eh  as  Melrose  Place  and  Married 
Ith  Children,  Fox  appeals  to  the 


young  viewers  advertisers  crave.  Boost- 
ed by  football,  ratings  rose  by  7%  this 
year  And  Carey  hints  that  Fox  will  bid 
on  the  Sydney  Olympics  in  the  year 
2000.  "We've  got  the  money  to  be  op- 
portunistic," he  says. 

While  opportunism  is,  in  many  ways, 
Murdoch's  religion,  he  insists  he  has 
become  more  cautious  in  its  practice. 
Time  viill  tell  how  cautious.  Meantime, 


rivals  will  watch  his  every  move.  "Any- 
one who  bets  against  Murdoch  is  mak- 
ing a  mistake  in  my  point  of  view," 
says  Viacom's  Redstone.  Especially 
when  he  has  a  few  billion  burning  a 
hole  in  his  pocket. 

By  Remold  Graver  and  Michael  Oiieal 
in  Los  Angeles,  with  Paula  Dwyer  irt 
London,  Dave  Lindorjf  in  Hong  Kong, 
and  Mark  Lewyn  in  Washington 


1  DON'T  WANT  TO  KEEP  BEHING  THE  COMPANY' 


On  May  15,  Rupert  Mur- 
doch spoke  with  Los 
Ayigeles  Bureau  Chief 
Ronald  Grover  and  Associate 
Editor  Michael  Oneal  in  his 
Los  Angeles  office. 

Q:  Why  did  mci  come  to  you? 
A:  They've  been  getting  into 
online  services  and  software. 
They  thought  they  had  to 
make  a  major  alliance.  I  think 
what  attracted  them  was  our 
global  nature  and  obvious  glo- 
bal ambitions. 

Q:  The  investment  gives  you 
nwney  to  make  acquisitions, 
doesnt  it? 

A:  We've  got  about  $3  billion 
that  we  won't  be  touching. 
We'll  add  this  money  to  that 
until  we  buy  something. 
What  might  we  buy?  I  don't 
know.  I  made  a  joke  about 
CNN  just  to  annoy  Ted  [Tur- 
ner] the  other  day.  He  gets  a 
bit  excited  at  times.  As  for 
the  joint  venture,  we  certain- 
ly intend  it  to  be  an  acquisi- 
tion vehicle.  We'd  love  to — 
and  I  can  say  this  because 
they're  not  for  sale — I  think 
we'd  love  to  have  bought  [Hughes 
Aircraft  Co.'s]  Direct  Television.  We 
vdll  [invest  in]  the  media  business.  It 
won't  be  a  steel  mill. 

Q:  Are  you  interested  in  buying  Sea- 
gram's stake  in  Time  Wanier?  Or 
Time  Warner's  stake  in  Tamer? 
A:  No.  The  [Seagram]  stake,  I  don't 
see  what  you  do  with  it  except  hit 
your  head  against  a  brick  wall.  Time 
Warner's  stake  in  Ted — they're  talk- 
ing about  selling  it  at  a  great  premi- 
um, and  all  it  canies  is  a  blocking 
veto.  It  doesn't  give  you  an  active 
role  in  what  goes  on  there. 

Q:  How  big  a  bet  will  you  put  on 
interactive  media? 


REGULATION:  U Governments... 
see  concentration,  but  we've 
been  a  catalyst  at  all  times  for 
competition?  y 


Q:  If  you  buy  Fininvest, 
you're  likely  to  face  govern- 
ment scrutiny  in  Italy,  as 
you  did  here.  Is  there  some- 
thing about  RupeH  Murdoch 
that  scares  people? 
A:  I  haven't  had  so  much  op- 
position in  Washington,  real- 
ly. Governments  love  to  reg- 
ulate, and  they  love  to 
interfere  with  media.  They 
see  concentration,  but  we've 
been  a  catalyst  at  all  times 
for  competition.  The  fact  is, 
with  digital  technology,  it's 
going  to  be  easy  to  enter  [a 
market],  because  no  one's  go- 
ing to  [have]  a  monopoly. 

Q:  Don't  yo%i  have  a  virtual 
monopoly  mth  British  Sky 
Broadcasting? 
A:  Being  first  helps.  What's 
wrong  with  that?  I  mean, 
why  didn't  someone  else  do 
it?  We  didn't  commit  any  sin. 
And  others  can  certainly 
come  in  after  us. 


RUPERT  MURDOCH 


A:  I  think  it  will  happen.  I'm  just 
very  cautious  about  when.  Maybe  I'm 
too  old  to  get  it.  But  if  you  look  at  all 
the  tests  about  interactivity  with,  say, 
movies  on  demand,  it  suggests  that 
the  average  home  will  buy  movies  by 
pushing  a  button.  That's  not  some- 
thing that  changes  the  world.  It's 
proving  more  difficult  and  more  ex- 
pensive, and  you  have  to  start  with 
what  people  will  pay  for.  They'll  pay 
for  electronic  games. 

Q:  How  likely  is  it  tliat  you'll  buy 
Fininvest? 

A:  Probably  about  30%.  We're  taking 
a  serious  look  at  it,  with  Fininvest's 
cooperation.  That  vrill  go  on  for  three 
or  four  more  weeks. 


Q:  Is  your  view  of  risk- 
taking  different  from  timt 
of  others? 
A:  I  don't  woiTy  so  much 
about  quarterly  results.  I  guess  by 
now  I've  got  a  sense  of  security  about 
taking  the  long-term  view  and  know- 
ing that  the  assets  will  still  be  there 
in  two  yeai"s — even  if  media  analysts 
take  different  views.  We've  taken 
some  gambles  others  might  not  have. 
But  I  don't  want  to  keep  betting  the 
company.  I'm  certainly  not  going  to 
bet  the  company  again.  And  I  don't 
believe  that  we  did  bet  the  company. 

Q:  Do  you  feel  vindicated  after  your 

debt  scare  in  1990? 

A:  Just  aged.  I  don't  think  about  it 

that  way,  but  we're  entitled  to  [feel 

vindicated],  given  what  we've  put 

together. . . .  It's  all  looking  pretty 

good. 
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INVESTIGATIONS 


RON  BROWN  MADE  COMMERCE. 
NOW  HE  MAY  BREAK  IT 

Justice's  probe  will  only  amplify  GOP  calls  to  scrap  the  agency 


Ask  any  CEO.  Ronald  H.  Brown  will 
go  down  in  history  as  one  of  the 
best  Connmerce  Secretaries  ever.  He 
may  also  be  the  last — owing  partly  to  a 
mushrooming  probe  of  his  finances.  Al- 
most single-handedly,  the  Commerce 
chief  has  transformed  his  agency  from  a 
backwater  into  a  turbocharged  export- 
promotion  machine.  But  on  May  17,  At- 
torney General  Janet  Reno  announced 
she  would  ask  for  an  independent  counsel 
to  investigate  Brovra's  tangled  personal 
business  dealings. 

The  news  couldn't  come  at  a  worse 
time  for  Commerce,  which  is  the  target 
of  a  concerted  attack  by  Republican 
budget  hawks  who  want  to  kill  the  $4.2 
billion-a-year  agency  outright.  GOP  mo- 
tives don't  end  there.  Republicans  are 
envious  of  Brown's  success  in  wooing 
business  support  for  the  Administra- 
tion's policies  on  trade  and  technology 
investment.  And  Brown  is  a  tempting 
target  because  he  is  a  savvy  Democrat- 
ic operator — and  close  to  Clinton. 
DYNAMO.  Brown's  troubles,  meanwhile, 
go  beyond  the  Justice  incjuiiy.  On  May 
16,  conservative  and  legal  watchdog 
groups  v/on  a  battle  in  U.  S.  District 
Couil  in  Wiishington  forcing  the  release 
of  30,000  documents  relating  to  Brown's 


export-promotion  efforts.  The  activists 
accuse  Brown  of  using  Commerce  lar- 
gesse to  spui'  financial  contributions  to 
Democratic  coffere  fi-om  U.  S.  companies. 

At  Commerce,  aides  say  they  see  the 
independent  probe  as  a  fai-  better  option 
than  GOP-orchestrated  hearings  on  Cap- 
itol Hill.  Even  so,  it  will  be  tough  for 
the  Commerce  chief  to  defend  his  agen- 
cy against  mounting  attacks. 


SILENT  BUSINESS 


MONEY  MACHINE:  Brown  has  clinchMt 

multibillion-dollar  deals  for  businmv 

Brown's  chief  legacy  has  been  beefJ 
up  export  promotion  and  support  i  . 
advanced-technology  development.  ]  i"" 
fought  successfully  to  lift  cold-war-e 
export  controls  on  high-tech  goods.  A 
Brovwi  created  a  high-powered  advocsl 
team  at  Commerce  to  track  juicy  infi  f 
structure  and  aerospace  contracts  'f* 
spots  from  Brazil  to  China.  A  s€ 
aboard  the  Ron  Brown  Express,  as  1  * 
trade  missions  are  called,  has  becoi  '''^ 
the  hottest  ticket  in  Corporate  Ameri^ 
And  with  pereistence  and  charm,  he  h  ™1 
helped  clinch  multibillion-dollar  deals  1 
American  business. 
KEEN  ON  CUTS.  Even  SO,  executives  a 
not  rushing  to  Commerce's  defens 
They  have  bigger  fish  to  fiy.  Their  Nc 
goal  is  cutting  government  spending  * 
as  to  balance  the  fedei-al  budget  by  20( 
"The  trade  piece  is  dwarfed  by  the  e( 
nomic  benefits  of  a  balanced  budget  ov 
the  next  seven  years,"  says  Willard  . 
Workman,  head  of  inteniational  affairs  * " 
the  U.  S.  Chamber  of  Commerce. 

Besides,  many  execs,  particular''' 
those  who  have  survived  corpora 
downsizings,  think  a  shakeup  is  ju  f  ^ 
what  the  bloated  Commerce  Dej  *E 
needs.  "Business  reinvents  itself  eve]  ^ 
day.  There's  no  reason  why  the  U. 
government  shouldn't  do  the  same"' 
says  a  manager  at  an  American  equi  ["i" 
ment  maker.  Ultimately,  business  hop  f'-'t 
that  out  of  the  gop  gambit  to  gut  Cor 
merce,  a  leaner  Trade  &  Industry  De^ 
will  emei'ge. 

As  for  Brown,  the  issue  is  whethlc> 
he  violated  any  federal  criminal  laws  f  J 
accepting  questionable  payments  fro'*^ 
business  associate  Nolanda  Hill  whiH' 
at  Commerce.  The  counsel  also  will  is, a 


ir- 


Executives  aren't  rushing  to 
defend  Commerce:  Veterans  of  downsizing  thinl{i! 
a  shalceup  is  what  the  bloated  department  need 


Senior  White  House  officials  insist 
they  want  Br'ovra  to  stick  around.  And 
Pr-esident  Clinton  says  he  backs  his 
Commerx-e  Secretary.  That's  not  sur- 
prising: A  dynamo  in  a  post  that  has 
long  been  a  sinecui'e  for  parly  hacks. 
Brown  has  championed  policies  that 
have  won  accolades  for  Clinton  fr-om 
Big  Business,  tr-aditionally  a  Republi- 
can stronghold.  "They  have  done  more 
for  trade  than  any  prior  Administr-a- 
tion,"  says  Jerry  R.  Junkins,  ceo  of  Tex- 
as Instruments  Inc. 


a, 

i 

vestigate  whether  Brown  filed  a  fali'-' 
mortgage  application  in  the  purchase  >  it- 
a  Washington  townhouse  and  wheth()f 
he  intentionally  misled  gover-nment  etl^l' 
ics  watchdogs  by  filing  inacciu-ate  final  2t: 
cial  disclosur'e  r-eports. 

In  a  statement,  Brown  buttressed  hji 
assertions  of  innocence  with  a  long  lii 
of  accomplishments  as  Secretary.  Ini, 
pressive,  yes.  But  uTelevant  to  the  cas)[ 
against  him.  He  might  save  the  list  f( 
a  eulogy  at  Commerce's  funeral.  Vi 
By  Amy  Borrus  in  Washingto 
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E  BUDGET 


HE  BALANCED-BUDGET 
ACKPEDAL 

isiness  sees  the  ax  fall  and  cries  "not  my  program" 


lor  20  years,  Corporate  America  has 
'been  demanding  that  Washington 

get  its  fiscal  house  in  order  by  cut- 
r  spending  and  balancing  the  federal 
Iget.  Now,  House  and  Senate  Repub- 
ns  are  taking  steps  toward  doing 
:  that.  And  the  business  community 
lacking  them,  right?  Well,  sort  of. 
Companies  are  deeply  split  over 
3ther  to  endorse  the  massive  spend- 

cuts  proposed  by  the  House  and 
late  Budget  Committees.  Many  com- 
ies  are  foursquare 
lind  the  budget- 
incing  plans  and 

willing  to  endure 
Jest  hits  for  the 
mise  of  lower 
rest  rates.  Others 
e  lip  service  to 
icit-cutting  but 
a  menacing  ca- 
t:  Don't  kill  my 
gram. 

JSE  DIVIDED.  It's 
surprise  that  busi- 
3  is  of  two  minds 
ut  deficit  slashing, 
•mers,  hospitals, 
i-tech  companies, 
a^ctors,  and  diaig- 
ters,  among  oth- 

enjoy  federal  sub- 
es  or  contracts 
1  in  the  bull's-eye. 
eed,  of  the  $1  tril- 

in  proposed  gop 
i,  about  one-third  would  be  absorbed 
business.  To  liberal  interest  gi'oups — 
iies  for  the  elderly,  children,  and  the 
r — that  spells  opportunity.  By  unit- 

vnth  GOP-connected  business  gi-oups 
ry  over  paits  of  the  new  Republican 
il  bluepiint,  they  hope  to  submaiine 
ly  of  the  GOP's  proposed  cuts, 
'he  biggest  gop  fear  is  that  business 

succeed  in  protecting  so  many  sub- 
es  that  voters  wall  conclude  that  the 
r  are  being  made  scapegoats  to  the 
ilthy.  "We  know  the  traditional  Dem- 
itic  constituencies  are  out  to  tank 

effort,"  says  Susan  Tanaka  of  the 
nmittee  for  a  Responsible  Federal 


Budget.  "The  question  is  whether  busi- 
nesses can  hold  their  immediate  self- 
interests  aside  for  an  overall  package." 

Already,  there  are  signs  that  many 
can't.  Hospital  gi'oups,  for  instance,  are 
lobbying  heavily  against  $250  billion  to 
$300  billion  in  proposed  Medicare  sav- 
ings over  seven  years.  "We're  not  ob- 
stioictionist,  but  the  number  is  too  mas- 
sive. It's  too  much  too  soon,"  moans 
Thomas  A.  Scully,  president  of  the  Fed- 
eration of  American  Health  Systems. 


Bill  Archer  (R-Tex.),  who  will  resist 
most  efforts  to  close  loopholes.  But  they 
may  be  angering  House  Speaker  Newt 
Gingi-ich  (R-Ga.).  Says  spokesman  Tony 
Blankley:  "It's  a  bit  swinish  to  focus  on 
tax  loopholes  when  a  balanced  budget 
could  mean  lower  interest  rates." 
THE  BREAKS.  In  the  end,  some  tax  sub- 
sidies could  be  closed.  Some  of  the 
biggest,  such  as  the  mortgage  interest 
deduction,  are  off  the  table  for  now.  But 
others  are  more  vulnerable.  Among 
them:  special  breaks  for  production  and 
use  of  alteniative  fuels,  a  deduction  for 
dividends  companies  receive  for  own- 
ing stock  in  another  corporation,  and  a 
special  credit  for  faiTnere  who  use  diesel 
fuel  in  their  trucks. 

Giving  up  such  bennies  is  what 
makes  it  tough  for  many  business  inter- 
ests to  support  a  balanced  budget.  For 
instance,  members  of  the  American 


Targeting  Corporate  Welfare 

The  GOP  has  backed  off  plans  to  eUminate  some  $200 
bilUon  in  tax  breaks  to  Corporate  America.  But 
business  still  could  lose  billions  in  subsidies: 

AGRICULTURAL  SUBSIDIES  With  all  price  supports  on 
the  block,  farmers  may  take  a  $14  billion  hit.  Some 
farm  groups  warn  that,  as  a  result,  Americans  won't  be 
able  to  compete  against  subsidized  foreign  farmers. 

EXPORT  SUPPORTS  Nearly  $1  billion  m  export  subsi- 
dies could  be  trimmed  by  2002.  Much  of  the  aid  goes 
to  big  companies  such  as  Boeing  and  General  Electric  to 
promote  sales  of  planes,  power  plants,  and  other  prod- 
ucts. But  smaller  companies  gripe  that  they  don't  enjoy 
such  largesse. 

ADVANCED  TECHNOLOGY  PROMOTION  This  $445 
million  Commerce  Dept.  program  funds  research  that 
could  lead  to  new  high-tech  products.  Companies  that 
have  benefited  range  from  giant  General  Motors  to  tiny 
Nonvolatile  Electronics,  a  memory  chipmaker. 


Scully  says  his  group,  which  represents 
for-profit  hospitals,  would  accept  $170 
billion  in  cuts.  But  that  would  still  leave 
a  $100  billion  budget  deficit. 

Big  exporters  are  preparing  for  bat- 
tle, too.  Archer-Daniels-Midland  Co.  is 
lobbying  har'd  to  protect  export  subsi- 
dies, as  are  manufacturers  such  as  Cat- 
erpillar Inc.  "Don't  fire  your  [govern- 
ment] salesmen,"  argues  Cat's  CFO, 
Douglas  R.  Oberhelman. 

Other  companies  are  struggling  to 
preserve  tax  breaks  from  persistent 
Democratic  attacks  on  "corporate  wel- 
fare." They  have  the  support  of  House 
Ways  &  Means  Committee  Chairman 


Electronics  Assn.  would  lose  Commerce 
Dept.  aid  for  high-tech  research  (table). 
The  AEA  would  give  that  up  for  deficit 
reduction.  But  it  will  be  less  willing  to 
abandon  other  subsidies,  such  as  the 
$1.2  billion  High-Performance  Comput- 
ing &  Communications  Initiative,  a  gov- 
ernment research  effort  to  promote  de- 
velopment of  advanced  computers  and 
networks.  Contractors  also  face  trade- 
offs: They  may  lose  work  as  govern- 
ment construction  is  cut  back,  but  could 
win  repeal  of  the  despised  Davis-Bacon 
Act,  which  fixes  wages  at  high  levels. 

GOP  leadei-s  ai'en't  taking  any  chances 
with  wavei'ing  business  backers.  The 


trange  bedfellows:  The  prospect  of  subsidy  reductions 
as  created  unlikely  alliances  between  interest  groups 
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House  GOP  leadership  is  assembling  a 
coalition  of  business  and  consei-vative 
social  groups,  such  as  the  Christian  Co- 
alition, to  lean  on  wavering  lawmakers. 
And  the  GOP  has  lined  up  most  of  Wash- 
ington's broadbased  business  lobbies — in- 
cluding the  U.  S.  Chamber  of  Com- 
merce, the  National  Federation  of 
Independent  Business,  the  National  As- 
sociation of  Manufacturers,  and  the 
American  Business  Conference — behind 
a  balanced  budget.  "Any  of  us  that  sit 
here  and  say,  'This  is  all  terrific  but . . .' 
ought  to  be  taken  out  and  shot,"  giipes 
Ban-y  Rogstad,  president  of  the  ABC, 
which  represents  growth  companies. 

Will  all  this  be  enough  to  make  deficit 
reduction  a  winner?  Main  Street  is  al- 
ready behind  the  concept.  Foi'  instance, 
in  Ronald  Reagan's  hometown  of  Dixon, 
111.,  businesses  are  far  more  hawkish 
than  their  favorite  son  ever  was.  Says 
Donald  R.  Lovett,  chairman  of  AmCore 
Bank  in  Rock  River  Valley,  111.:  "I'd  Uke 
to  see  taxes  reduced  less  and  the  empha- 
sis placed  on  sj^ending  I'eductions."  And 
while  farmers  could  lose  40%  of  their 
crop  subsidies,  many  seem  willing  to  ab- 
sorb theu'  share,  too.  Robert  B.  John- 
son, who  raises  com,  soybeans,  and  hogs 
in  DeKalb,  111.,  says:  'We  all  win  if  we  do 
things  according  to  market  signals."  Be- 
sides, he  adds,  "If  we  can  reduce  our 
cost  to  boiTow  funds,  that's  worth  a  lot 
more  than  our  government  checks." 
"STAND-UP  TIME."  Business  has  plenty  of 
other  reasons  to  back  deficit  reduction. 
It's  getting  tort  I'efonn  and  massive  reg- 
ulatoiy  I'elief  from  Congi'ess.  And  com- 
panies have  done  fairly  well  in  the  deficit 
wars.  Many  vuhierable  programs,  such 
as  the  Small  Business  Administration, 
avoided  deep  cuts.  Plus,  tens  of  billions  of 
special  tax  breaks — more  important  to 
most  companies  than  direct  spending — 
have  been  left  largely  untouched.  And 
while  most  of  the  House  tax  cuts  will 
die,  a  capital-gaitis  tax  cut  may  sui-vive. 
"To  teU  you  the  tr-uth,  we've  gotten  so 
much  from  them,  it's  been  almost  em- 
ban'assing,"  says  one  Washington  rep. 
"Now,  it's  stand-up  time." 

The  challenge  for  congressional  Re- 
publicans is  to  keep  a  business  coali- 
tion together,  at  least  until  overall 
spending  targets  are  locked  in.  Once 
congi'essional  committees  start  translat- 
ing them  into  actual  cuts  in  si)ecific  pi'O- 
gi"ams,  the  coalition  may  splinter.  But  by 
then,  the  war  over  how  much  to  cut 
spending  will  be  settled.  And  the  budget 
will  be  on  its  way  to  being  balanced. 

By  Hoivard  Gleckman,  with  Mike 
McNamee  in  Washington,  Greg  Bums 
in  Chicago,  and  Kevin  Kelly  in  Dixon, 
III. 


EXECUTIVE  SUITE 


1 


WHO  COULD  REPLACE 
JACK  WELCH? 

GE's  chief  is  on  the  mend,  but  the  question  lingers 


pas; 


On  May  14,  calls  went  out  to  inves- 
tors and  analysts:  Less  than  two 
weeks  after  a  May  2  angioplasty. 
General  Electric  Chief  Executive  John 
F.  Welch  had  undergone  elective  triple 
bypass  surgeiy  to  relieve  blockage  in 
three  arteries. 

Welch,  the  company 
says,  is  doing  well  fol- 
lowing the  procedure. 
The  59-year-old  execu- 
tive plans  to  return  to 


Welch's 
Court 


General  Electric  executives  with  a 
shot  at  the  top  job 

DENNIS  " 

CFO  and  a  board  member. 

W.  JAMES  McNERNEY  JR.,  45. 

Heads  Asia-Pacific.  A  fast-tracker. 

ROBERT  L.  NARDELLi,  47.  Runs 
Transportation  Systems. 

GARY  L.  ROGERS,  50.  Plastics 
unit  chief,  turned  around  Appliances. 

JAMES  W.  ROGERS,  44.  Heads 
Motors  after  stints  in  aerospace. 
Power  Systems,  and  GE  Capital. 

JOHN  M.  TRANi,  50.  Heads  Medi- 
cal Systems. 

GARY  C.  WENDT,  53.  Runs  Capi- 
tal Services  unit. 

ROBERT  C.  WRIGHT,  52.  Heads 
NBC.  Used  to  head  GE  Capital. 

DATA  BUSINESSWEEK 

(je's  coiporate  headriuarters  in  Faii-field, 
Conn.,  by  mid-June  and  nm  the  $60.1 
billion  company  from  home  in  the  inter- 
im. He  doesn't  exjject  to  retii'e  until 
2000.  But  the  health  problems  have  ex- 
posed a  inti'iguing  question  at  GE,  a 
company  he  has  remade  and  dominated 
since  taking  charge  in  1981:  What  hap- 
pens when  the  boss  departs?  There  is 
no  apparent  successor  to  Welch;  indeed, 
there  is  no  clear-cut  No.  2  executive. 


lei 


le. 


GE  quickly  turned  away  any  qui 
tions  of  succession.  Its  boai'd  has  a  M; 
agement  Development  and  Compeni 
tion  Committee,  staffed  by  five  outs: 
director's,  to  address  such  issues.  "Ob  tD' 
ously,  in  any  well-managed  compa;  W 
the  board  has  a  plan,  but  nothing  one  i 
going  to  discuss  at  tl  iy 
time,"    says  a 
spokeswoman. 
STARS  ABOUND.  WitM 
GE,  the  hst  of  possil  ist 
successors  is  long.  U  w 
der  Welch's  mandapen 
that  GE  be  No.  1 
Xo.  2  in  its  markefpa 
file  heads  of  its  doz 
iiusiness  units  are 
ready  leaders  in  their  industries,  eatn 
running  companies  ovei-  $1  billion.  "T  Is 
people  who  reach  the  layer  undernea  lai 
the  top  at  GE  have  to  be  outstanding  e  ip 
ecutive  talent,"  says  John  F.  Johnsc  le-; 
chairman  of  headhuntei'S  Lamalie  Am 
rop  International. 

GE  Capital  Services  Inc.,  under  ciap 
Gary  C.  Wendt,  for  example,  is  tl  mi 
world's  most  diversified  fijiancial-sei'v;  's 
es  house,  bagging  a  thiixl  of  ge's  open  It 
ing  profits.  Robert  C.  Wright  has  lifti  CI 
operating  income  at  NBC  Inc.  to  $5(b 
million  from  $200  million  in  1992. 
James  McNeniey  Jr.,  head  of  Asia-Pac:  ik 
ic  operations,  is  seen  by  many  insic  Hi 
and  outside  GE  as  a  fast-tracker  dj 

Other  contenders  include  Gary  '. 
Rogers  at  Plastics.  A  hei-o  of  ge's  ma:  a 
ufacturing  ranks,  he  instituted  at  Appj  m 
ances  many  of  the  low-cost,  high-ou  H 
put  shop-floor  techniques  now  followe  to 
tlu'oughout  GE.  Likevrise,  James  W.  Roj  »i 
ei's,  another  up-and-comer,  helped  rt  t 
build  Motors  &  Industrial  Systen  n 
through  cost-cutting  and  outsourcing,  gi 
Given  time,  though,  another  generiiji 
tion  of  leaders  may  come  to  the  fore.  1 8i 
six  years,  when  Welch  is  slated  to  n  a 
tire,  many  of  ge's  cui-rent  business  un  si 
leaders  will  be  over  50 — at  least  fivj 
years  older  than  Welch  was  when  hi 
took  over  in  1981.  For  now,  few  doul  :o 
that  Welch  will  be  a.s  engaged  as  ever  i  a 
his  company.  But  that  younger-  generj  t 
tion  may  be  speculating  a  bit  mor  a 
about  succession — even  if  the  boss  isn''  t 
By  Tim  Smart  in.  New  Have  i 
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OPLE 


n  THE  FIRING  LINE 
r  DOW  CORNING 

0  Hazleton  battles  creditors,  litigants,  lawyers,  insurers... 

or  a  guy  whose  com- 
pany just  filed  for 
bankruptcy  protec- 
,  Richard  A.  Hazle- 
sounds  remarkably 
xed.  No  matter  that 
luct-liability  lawyers 
t  Dow  Coming  Corp. 
"ork  over  far  more 

1  the  $2  billion  it  al- 
ly has  promised  to 
le  class-action  suits, 
uding  claims  from 
,000    women  with 
1st  implants.  Or  that 
nany  as  5,000  other 
aen  have  filed  individ- 
lawsuits  against  the 
ipany.  "I  knew  this 
going  to  be  a  tough 
le,"  says  Hazleton. 
1  not  discouraged." 
'he  mounting  legal 
laught  prompted  the  Midland  (Mich.) 
ipany,  once  the  leading  maker  of  sil- 
le-gel  breast  implants,  to  seek  reor- 
ization  on  May  15  under  Chapter  11 
he  federal  bankinaptcy  code.  It  also 
apulted  Hazleton,  a  little-known 
mical  engineer  who  took  Dow  Corn- 
's helm  nearly  two  years  ago,  into 
limelight. 

CK  STUDY?  Unto  now,  the  52-year-old 
cago  native  has  kept  a  low  profile, 
ing  the  company's  lawyers  fight  its 
ties  in  the  courtroom.  Now,  Hazleton 
denly  is  playing  front  man,  aggi-es- 
3ly  defending  Dow's  implants  against 
rges  that  Link  them  with  auto-immune 
;ase.  More  crucial  than  polishing  Dow 
Tung's  tarnished  image,  though,  will 
Hazleton's  tricky  balancing  act  as  me- 
tor.  As  Dow  Coming  wends  its  way 
ough  reorganization,  Hazleton  must 
to  placate  a  bankruptcy  judge,  dis- 
mtled  creditors,  angiy  breast-implant 
jants  and  their  lawyers,  anxious  em- 
yees,  and  balky  insui-ers. 
5uch  maneuverings  "were  nothing  I 
;r  learned  about  in  chemical  engi- 
;ring  school,"  Hazleton  admits.  He 
i  better  be  a  quick  study.  A  bevy  of 
intiffs'  lawyers,  including  Cincinnati 
orney  Stanley  Chesley,  packed  the 
irtroom  of  U.S.  Bankruptcy  Judge 
thur  J.  Spector  on  May  17  as  he 
ird  the  first  round  of  motions  on  Dow 
ming's  filing.  They  want  to  use  their 
ide  perch  on  a  creditors'  committee  to 


block  any  reorganization  plan  that  does- 
n't provide  adequate  compensation  for 
their  clients.  Wendell  H.  Gauthier,  a 
New  Orleans  plaintiff  lawyer  involved  in 
the  settlement,  says  their  huge  legal 
claims  will  give  implant  litigants  plenty 
of  clout  in  bankruptcy  court.  "We  think 
the  victims  may  fare  better  from  Dow 
Corning  because  we'll  be  involved,"  he 
says. 

Hazleton  also  faces  intense  pressure 
for  Dow  Coming  to  cough  up  moi'e  cash 
for  the  so-called  global  settlement  in 
the  class  action.  U.  S.  District  Court 


THE  IMPUNT  IMPASSE 


Judge  Sam  C.  Pointer  Jr.  said  May  1 
that  the  .$4.2  billion  fund,  established 
14  months  ago  by  Dow  Coming,  Baxter 
International,  Biistol-Myers  Squibb,  and 
other  implant  manufacturers  and  dis- 
tributors, is  dramatically  undeifunded. 

Despite  the  long  odds,  "we  would 
like  to  see  a  global  settlement  hold  to- 
gether," Hazleton  says.  Certainly,  it's 
the  company's  best  hope  for  settHng 
the  bulk  of  the  claims  against  it  en 
masse.  But,  he  insists,  "we  don't  have 
any  more  money  to  contribute."  Dow 
Corning  has  already  pledged  .$2  billion 
over  30  years,  with  a  $275  million  in- 
stallment due  soon  after  the  settlement 
is  completed.  Conceivably,  the  bank- 
ruptcy court  could  order  Dow  Corning 
to  pay  more,  based  on  the  company's 
recent  healthy  results:  Profits  were  up 
33%  in  the  first  quarter,  to  $49.5  mil- 
lion, on  record  sales  of  $612  miUion. 
But  to  keep  making  payments  to  plain- 
tiffs, "we  have  to  remain  a  healthy 
company,"  Hazleton  says.  "It's  not  in 
anyone's  best  interests  to  bleed  this 
company  dry." 

All  of  this  is  a  far  ciy 
from  what  Hazleton  ex- 
pected in  1965,  when  he 
joined  Dow  Corning  af- 
ter gi'aduating  from  Pur- 
due University.  He  mi- 
gi-ated  from  engineering  into  finance  jobs, 
and  in  19S^  took  chai'ge  of  the  company's 
big  Midland  factory.  In  1991,  he  went  to 
Europe  to  streamline  the  operation. 
Those  were  also  "uncommonly  difficult" 
economic  times  ther-e,  says  Keith  R. 
McKennon,  the  for-mer  Dow  Cor-ning 
chainnan  who  chose  Hazleton  to  be  his 
successor:  "Dick  has  the  ability  to  make 
the  hai'd  decision." 

So  far,  too,  Hazleton  has  effectively 
negotiated  what  insider's  call  a  tense  r-e- 
lationsliip  with  Dow  Coming's  joint  ven- 
ture owner's,  Dow  Chemical  Co.  and 
Corning  Inc.  Hazleton  re- 
sponded to  his  board's 


HAZLETON: 

It's  iti  no 
one's  '"best 
interests  to 
bleed  this 
company  dry' 


Claims  and  lawsuits  against  Dow  Corning:  p  k^^J^?  anxiety  by  quiet- 
 5   ly  buildmg  a  consensus  tor 


THE  PLAN  Dow  Corning,  Baxter  International, 
and  others  created  a  $4.2  billion  fund  to  pay  off 
claims  from  a  class-action  settlement.  Dow 
agreed  to  kick  in  up  to  $2  billion  over  30  years. 
Women  with  implants  had  the  option  of  skipping 
the  class-action  settlement  and  suing  on  their 
own.  Dow  Corning  set  aside  $241  million  as  a 
reserve  against  such  lawsuits. 

THE  RESULT  Of  more  than  1  million  women 
with  silicone  breast  implants,  about  410,000 
registered  claims  against  the  class  action — far 
more  than  expected.  A  Federal  judge  overseeing 
the  settlement  in  April  declared  the  fund  inade- 
quate. Dow  Corning  says  it  also  currently  faces 
3,000  to  5,000  individual  lawsuits  in  the  U.S. 
Its  original  reserve  now  looks  inadequate  as  well. 


a  bankruptcy  filing.  "He 
responded  to  us  with  cahn 
and  objectivity — always  in 
short  supply  in  something 
as  contentious  as  this," 
says  Dow  Chemical  Chaii'- 
man  Frank  P.  Popoff.  Can 
Hazleton  stay  so  calm 
through  what  is  expected 
to  be  at  least  two  years 
of  bankruptcy  proceed- 
ings? "It's  not  going  to  be 
fun  or  easy,"  he  says.  In 
that,  certainly,  he  is  not 
mistaken. 

By  Kathleen  Kerwin  in 
Detroit,  with  Linda 
Himelstein  in  Netv  York 
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CONTROVERSIES 


WHO  IS  ALICIA  MUNNELL? 

AND  WHY  IS  SHE  DRAWING  FIRE? 

The  GOP  already  is  attacking  Clinton's  probable  pick  for  the  Fed 


Presidential  nominations  to  the  Fed- 
eral Reserve  Board  are  normally 
humdium  affairs.  In  fact,  Congi'ess 
hasn't  rejected  a  central-bank  nominee 
in  more  than  eight  decades.  But  this  is 
the  Clinton  White  House,  which  seems 
unable  to  fill  any  job  easily.  And  that 
creates  uncertainty  for  the  Clintonites' 
expected  choice  for  a  Fed  opening:  Ali- 
cia H.  Munnell. 

Muimell,  Assistant  Treasuiy 
Secretai-y  for  Economic  Policy, 
hasn't  yet  been  fonnally  nomi- 
nated to  replace  Governor  John 
P.  LaWai'e.  But  Senate  Repub- 
licans already  have  launched  a 
preemptive  strike  against  the 
52-year-old  economist,  charg- 
ing that  she  is  too  liberal  for 
the  job.  On  May  10,  10  GOP 
senators  w^amed  Clinton  to  ap- 
point a  candidate  who  will  fo- 
cus on  one  issue:  price  stability. 
That  was  a  thinly  veiled  at- 
tack on  Munnell,  whom  Repub- 
licans believe  to  be  an  inflation 
dove.  "It  was  a  wake-up  call 
to  the  White  House,"  says  Sen- 
ate Banking  Committee  Chair- 
man Alfonse  D'Amato  (R- 
N.  Y.),  whose  panel  handle^ 
Fed  nominations.  Republicans 
are  "very  concerned  that  she 
may  not  have  a  proper  appr-e- 
ciation  for  the  dangers  of  infla- 
tion," he  adds. 

Another  GOP  giipe:  Joint  Economic 
Committee  ChaiiTnan  Connie  Mack  (R- 
Fla.)  blasts  Munnell  for  her  past  atlvoca- 
cy  of  taxing  pension  assets.  Given  her 
liberal  positions  on  pensions,  taxes,  and 
other  issues,  he  says,  "I  don't  think  she 
can  make  it"  through  confii'mation. 
REVISIONIST  HISTORY?  Munnell  isn't 
talking,  but  her  Administration  backers 
argue  that  after  20  years  as  an  econo- 
mist at  the  Federal  Reserve  Bank  of 
Boston,  she  knows  well  the  evils  of  infla- 
tion. But  they're  hampei-ed  in  defending 
her  because  as  a  loyal  Fed  soldier,  she 
never  spelled  out  her  personal  views 
on  managing  the  economy.  "There  isn't  a 
paper  trail  of  her  views  on  monetary 
policy,"  says  a  Treasury  colleague. 
Charges  another:  "Some  conservatives 
are  doing  with  her-  what  gun  lovers  did 


with  Waco.  They're  creatively  rewrit- 
ing her  history." 

Munnell  made  her  reputation  at  the 
Boston  Fed  with  studies  of  wealth  dis- 
tribution, savings,  and  retirement  poli- 
cies. She  has  criticized  private  pension 
plans  as  tax  breaks  for  "a  relatively 
privileged  subset  of  the  population"  that 
don't  increase  national  savings.  In  a 
1992  article,  she  advocated  imposing  a 


bles  me  that  poor  research  would* 
the  basis  for  an  all-out  attack  on  an  i- 
dustiy,"  says  James  Chessen,  chief  ec 
omist  for  the  American  Bankers  Asi 
Little  wonder,  then,  that  bank 
seem  intent  on  persuading  Senate 
publicans  to  block  Munnell  in  favor  ( 
banker.  After  all,  they  note,  LaW 
was  the  only  banker  on  the  Fed  bo£ 
and  ChaiiTTian  Alan  Greenspan  is  saic 
prefer  an  industry  representative. 
OPTIONS.  Munnell's  fate  may  ride 
whether  Clinton  can  stomach  anot 
bi-uising  confirmation  fight  on  the  h( 
of  the  battle  over  Sui'geon  General 
ignate  Heni-y  Foster.  The  Administ 
tion  already  has  had  problems  fill 
the  seat:  Its  fii'st  choice.  North  Carol 
banker  John  G.  Medhn  Jr.,  decHned  W' 
personal  reasons,  leaving  Munnell 


TOO  LIBERAL 


GOP  gripes  about  Alicia  Munnell: 

MORTGAGE  DiSCRiMINATiON  Munnell  co- 
authored  a  1992  redlining  study  while  at  the 
Boston  Fed  that  used  mortgage  data  to  argue 
that  Boston  banks  were  discriminating  against 
minorities.  The  study  resulted  in  closer  federa 
scrutiny  of  lending  practices  and  legal  action 
against  banks. 

TAXING  PENSION  ASSETS  In  1992,  Munne: 
proposed  lowering  taxes  with  a  one-time  tax  oi 
pension  funds,  plus  an  ongoing  tax  on  future 
contributions.  She  argued  that  private  pension 
programs  are  a  tax  shelter  for  the  affluent. 

ECONOMICALLY  TARGETED  INVESTING 

Republicans  charge  that  Munnell  wants  the 
government  to  force  pension  funds  to  invest  ir 
projects  with  social  objectives.  But  Munnell- 
backers  say  she  always  has  opposed  trading 
lower  returns  for  social  considerations. 


tax  on  both  accnied  benefits  and  fiiture 
contributions — and  using  that  revenue 
windfall  to  cut  the  budget  deficit  or  pay 
for'  education  or  infr-astraictur'e  projects. 

Munnell  gained  additional  notoriety 
with  a  gr'oundbreaking  1992  study  that 
found  systemic  r-acial  discrimination  in 
mortgage  lending  among  Boston  banks. 
After  r-eviewing  4,500  loan  applications 
made  in  1990,  she  and  her  co-authors 
concluded  that  blacks  and  Hispanics 
wer'e  60%  more  likely  to  be  denied 
mortgage  loans  than  similariy  qualified 
whites.  The  study  ser-ved  as  a  catalyst 
for  greater  scrutiny  of  bank  lending 
practices  by  fedei-al  r-egulators.  But  it 
has  come  under  fier-ce  attack  ft'om  con- 
ser"vatives  and  banker-s,  who  say  that 
the  data  used  were  flawed  and  that  the 
discrepancies  in  lending  rates  may  have 
been  caused  by  other  factors.  "It  trou- 


the  only  clear  candidate.  But  as 
Clintonites  drag  out  their  deUberatio 
conservative  attacks  on  Munnell  rr 
give  them  pause.  Officials  admit  th 
may  have  to  reconsider  the  nominati' 
though  they  have  no  backup. 

Even  if  a  fight  er-upts  over  her  noi 
nation,  Munnell  could  yet  win  out.  Af 
all,  the  GOP  r-aised  similar  qualms  at  1 
1993  Tr-easmy  confirTnation  hearing  a 
she  was  approved  anyway.  But  if  Sens 
Republicans  make  good  on  their  threi 
to  staunchly  oppose  her,  her-  nominati 
will  embroil  the  Fed  in  a  rare  partis 
fight.  That  could  portend  even  nast 
battles  next  year-,  when  the  terms 
Gr-eenspan  and  Vice-Chainnan  Alan 
Blinder  expLt-e.  The  Munnell  contr-ovei 
may  prove  to  be  only  a  war-mup. 

By  Demi  Foust  and  Mike  McNam 
mth  Mary  Beth  Regan,  in  Washingt 
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COMMENTARY 


By  Catherine  Yang 

IMMIGRATION:  YOU  CAN'T  TEST  FOR  DRIVE  AND  AMBITION 


Huddled  masses,  be- 
ware. Americans  are 
fed  up  not  only  with 
illegal  immigrants  but 
with  legal  ones,  too.  As 
Congress  revs  up  the  im- 
migration debate  again, 
some  would-be  refonners 
are  pressing  for  an  over- 
haul of  U.  S.  admissions 
eriteiia.  They  want  to 
cut  down  on  the  number 
of  newcomers  to  the 
U.  S.  on  family-unification 
visas  by  creating  a  point 
system  that  measures 
applicants'  potential  for 
contributing  to  the  econ- 
omy. The  criteria:  educa- 
tion, job  skills,  und  Eng- 
lish-language abilities. 

At  first  blush,  skills- 
based  admission  sounds  appealing. 
After  all,  today's  high-tech  economy 
is  a  far  cr>'  from  the  turn  of  the  cen- 
tury, when  immigrants  helped  build 
the  nation  by  manning  assembly 
lines,  constructing  railroads,  and  toil- 
ing in  the  mines.  These  days,  the 
U.  S.  needs  highly  trained  workers  to 
fuel  a  globally  competitive,  knowl- 
edge-based economy.  "We  could  cre- 
ate a  hundred  Silicon  Valleys  in  the 
U.  S.  if  we  had  a  smarter  immigi-a- 
tion  policy,"  says  Stephen  Moore  of 
the  libertarian  Cato  Institute. 

Using  a  similar  argument,  Alan 
Simpson  (R-Wyo.),  chairaian  of  the 
Senate  subcommittee  on  immigration, 
plans  to  introduce  a  bill  this  summer 
that  would  establish  a  point  system 
in  the  U.  S.  It  would  mimic  pi'oce- 
dures  employed  by  two  of  the 
world's  largest  immigrant  nations, 
Canada  and  Australia,  which  admit 
about  half  of  their  newcomers  using 
the  point  system. 

ETHNIC  SCREENING?  But  in  the  U.  S., 

such  wholesale  change  is  unneces- 
sary. Today's  immigi-ants  aren't  lack- 
ing skills  and  education,  as  detrac- 
tors claim:  By  some  measures, 
they're  better  equipped  than  U.  S. 
natives.  Besides,  negotiating  the 
measurements  used  to  gauge  poten- 
tial success  in  America  would  hardly 
be  a  politically  tenable  process. 

More  important,  the  motivation  for 
skills-based  I'eform  seems  to  have 
less  to  do  with  worries  about  the 
eraployability  of  newcomers  than 


PLEDGE  TIME:  Critics  overstate  the  slide  in  newcomers'  skills 


with  their  potential  for  cultural  as- 
similation. "Family  reunification  has 
overwhelmed  our  system,"  complains 
Simpson.  "We  have  people  in  the 
U.  S.  without  English  skills,  who 
don't  come  out  of  their  enclave." 

If  the  reformers  were  truly  indif- 
ferent to  national  origin,  they  would 
address  such  concerns  through  pro- 
grams that  encourage  Americaniza- 
tion, such  as  special  EngUsh  classes, 
rather  than  screening  out  non-Eng- 
hsh-speakers  at  the  door.  Says  Cecil- 
ia Munoz,  an  immigi'ation  advocate 
at  the  National  Council  of  La  Raza: 
"In  some  circles,  a  skills-based  sys- 
tem is  a  proxy  for  white  vs.  non- 
white  immigi'ants." 

Economic  concerns  don't  hold 

BARRIERS  TO  ENTRY 

In  1993,  almost  half  of  Canada's  immigrants 
entered  on  a  point  system,  having  scored  a  to- 
tal of  70  points  or  more  in  the  following  areas: 

MAXIMUM  SCORE 

EDUCATION/ 
TRAINING 
WORK  EXPERIENCE/ 
OCCUPATION 
ENGLISH/ 
FRENCH 

JOB  OFFER 


AGE 

PERSONAL 
SUITABILITY 
DEMOGRAPHIC 
FACTOR* 


•ADJUSTED  ANNUALLY 

TO  REFLECT 
IMMIGRATION  POLICY 


DATA:  DEPARTMENT  OF  CITIZENSHIP  S  IMMIGRATION  OF  CANADA 


much  water  either.  True, 
about  80%  of  legal  U.  S. 
immigrants  now  come  on 
family-reunification  visas, 
and  87%  come  from  Latin 
America  and  Asia.  But 
family-based  immigrants 
aren't  necessarily  un- 
skilled. An  Urban  Insti- 
tute study,  which 
screened  out  newcomers 
from  such  countries  as 
Mexico  and  El  Salvador 
because  they  deliver  the 
most  illegal  aUens  and 
refugees,  found  that  74% 
of  remaining  adult  legal 
immigrants  had  high 
school  diplomas,  vs.  77% 
of  those  born  in  the  U.  S. 
Some  33%  had  college 
degrees,  vs.  20%>  of  na- 
tive-born Americans. 
ENTREPRENEURS.  Despite  the  hand- 
wringing  about  unassiinilable  masses, 
moreover,  the  evidence  shows  that 
today's  immigi-ants  aren't  so  parochi- 
al. The  1990  census  found  only  28% 
of  immigrants  arriving  that  year 
lived  in  households  where  no  adults 
spoke  fluent  English.  And  although 
immigi'ants  start  with  lower  earn- 
ings, their  median  wage  growth 
measured  at  6.7%  in  1988,  compared 
with  4.4%  for  workers  bom  in  the 
U.  S.,  according  to  a  study  by  econo- 
mists Haniet  Orcutt  Duleep  and 
Mark  C.  Regets. 

Immigi'ants  still  appear  to  be 
bringing  the  immeasurable  traits 
needed  for  success  in  the  U.  S.: 
drive  and  ambition.  Entrepreneur- 
ship  rates  run  as  high  as  18%  for 
Korean  Americans  and  15%  for 
Greek  Americans.  Overall,  the  7.2% 
self-employment  rate  among  immi- 
grants edges  the  7%  rate  for  the 
U.  S.-born.  "I'm  not  sure  we  could 
hit  upon  the  right  proxies  for  [such 
ambition]  in  a  point  system,"  says 
New  York  University  sociologist 
Guillermina  Jasso.  Rather,  as  long  as 
the  U.  S.  can  continue  to  attract 
highly  motivated  newcomers  who 
will  work  hard  to  reshape  them- 
selves into  Americans,  the  nation 
will  gain  from  their  presence — no 
matter  where  they  come  from. 

Yang  reports  on  legal  issues  from 
Washington. 
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WHITE  KNIGHT? 

Simplot  aims 
to  invest  in 
MK,  merge  it 
with  another 
construction 
company, 
and  keep  it 
in  Boise 


STRATEGIES 


WHY  MR.  SPUD'  IS  EYEING 
MORRISON  KNUDSEN 

Can  J.R.  Simplot's  billions  rescue  an  Idaho  institution? 


Retii-ement  doesn't  mean  much  to  J.  R. 
Simplot.  The  86-yeai--old  Idaho  bil- 
lionaife  who  made  his  foitime  selling 
fi'ozen  fi-ench  fries  to  McDonald's  Corp., 
stepped  dowi\  fi'om  his  post  as  chair-man 
of  his  $2  biUion  agribusiness,  J.  R.  Simplot 
Co.,  in  AjMiI,  19i)4,  but  he  hasn't  slowed  a 
whit.  Since  then,  he  has  agi'eed  to  biuld  a 
luxmy  hotel,  developed  a  Boise  subdivi- 
sion, and  Ls  believed  to  have  engineer-ed  a 
management  shakeup  at  Micr-on  Technol- 
ogy Inc.,  the  Idaho  chipmaker  in  which 
he  has  a  21.5%  stake.  But  his  biggest 
feat  may  be  yet  to  come:  rescuing  tr-ou- 
bled  MorTison  Knudsen  Cor]5. 

On  May  15,  Simplot  met  with  Moni- 
son  Knudsen's  new  chair-man,  for-mer- 
Chrysler  Corp.  Vice-ChainTian  R.  Steve 
Miller-  Jr.,  to  discuss  a  r-ever-se  mer-ger- 
plan  cooked  up  in  Febrnaary  by  foiTner 
MK  executive  Jack  K.  Lemley.  Lemley, 
60,  who  headed  constroiction  of  the  Chan- 
nel Tunnel  as  chief  executive  of  Tr-ans- 
manche-Link  until  1993,  proposed  that 
he  and  Simplot  invest  in  mk  and  mer-ge  it 
with  another  publicly  traded  constr-uc- 
tion  and  engineering  company,  wWch  he 
won't  name.  The  combined  company 
would  keep  the  name  Morrison  Knud- 
sen and  remain  in  Boise.  Lemley  would 
be  CEO,  at  least  initially. 

In  the  confusion  after-  the  ouster  of 
William  J.  Agee  as  mk's  chief  executive 
on  Feb.  9,  no  one  i-esponded  to  the  Sim- 
plot-Lemley  pr-oposal  at  first.  And  the 


May  15  meeting,  while  upbeat,  was  in- 
conclusive. But  no  one  doubts  that  Sim- 
plot possesses  the  cash  to  rescue  Morri- 
son Knudsen  and  keep  it  in  Boise.  The 
pi'oposed  mer-ger;  says  Lemley,  "would 
preser-ve  a  company  that  has  been  an 
institution  in  Idaho  and  in  the  constnic- 
tion-engineer-ing  business  for  many 
decades."  A  longtime  Boise  resident, 
Lemley  has  known  Simplot  for  year-s 
and  is  married  to  Simplot's 
foriner  daughter-in-law. 

Mor-rison  Knudsen  could 
use  some  strong  manage- 
ment. It  is  on  its  second 
chairman  and  second  CEO 
since  the  ouster  of  Agee, 
and  some  boar-d  members 
have  been  pushing  for 
faster-  execution  of  its  plan 
to  pay  off  debt  by  selling 
assets.  "The  company 
would  have  been  better-  off 
if  it  had  allowed  Agee  to 
be  the  br-idge  between  the  troubled 
times  and  br-inging  in  a  new  chair-man. 
Agee  could  have  been  the  one  to  ac- 
celerate the  asset's  sales,"  says  mk 
boai-d  member  John  W.  Roger-s  Jr-., 
president  of  Ariel  Capital  Management 
Inc.  in  Chicago. 

Despite  a  May  81  deadline  to  repay 
loans,  MK  executives  believe  their  banks 
will  give  them  some  br-eathing  room  to 
avoid  banlmiptcy.  But  mk  nonetheless 


DEEP  HOLE 


DATA:  COMPANY  REPORTS 


is  starting  to  sell 
sets  at  a  discount,  ii 
May  15,  its  remsg 
ing  stake  in  mk  gI 
went   to  Leucaa 
National  Corp.  r 
$22.5  million  in  cai. 
That's  25%  below  e 
stock's  market  vf 
ation  and  47%.  be) 
a  previous  offer  t 
fell  thi-ough.  MK  a 
is  close  to  inkini. 
deal  to  sell  its  Wt 
er-n  Air-craft  subsidiary. 

But  to  r-aise  the  $150  million  it  ne< 
to  stay  afloat,  mk  may  have  to  dig  de 
er  than  the  "noncore  assets"  it  hsi 
for  sale  in  Mar-ch.  Its  most  pressi 
headache  is  its  railcar  business,  wh 
caused  most  of  the  company's  estimai 
$310  miUion  in  losses  in  1994.  An 
spokesman  says  the  company  aims 
fix  the  transit  oper-ation  thi'ough  a  st 
tegic  partnership.  Two  of  the  likeli 
buyers,  Canada's  Bombardier-  and  G 
man/s  aeg,  say  they  ai-en't  interested 
the  unit. 

FAT  WALLET.  MK  also  hopes  to  keep  si 
cor-e  assets  as  its  constimction,  engine 
rng,  and  envir-onmental  and  mining  bi 
nesses,  says  the  spokesman.  All  are  pi 
itable.  "[mk  now  is]  cash  fiow-posit 
all  around  except  for  transit,"  says  K 
neth  Hackel,  president  of  Systematic 
nancial  Management,  a  Fort  Lee  (N.- 
based  investment  company.  "If  tl: 
never  got  into  the  rail-transit  busine 
the  stock  would  be  in  the  40s  now." 
stead,  mk  shar-es  tr-ade  at  about  8.  Ha 
el  blames  Agee.  "Their  pr'oblemis  wt; 

man-made,  and  we  km 
who  that  man  was," 
says.  "They  can  be  solve 
Is  J.R.  Simplot  the  ni 
to  fix  mk?  He  sat  on 
boar-d  until  he  turned 
and  "he's  always  had  a  s 
spot  in  his  heart  for  Moi 
son  Knudsen,"  says  Gord 
C.  Smith,  a  longtime  as; 
ciate.  At  86,  Simplot  I 
had  to  give  up  skiing  a 
horseback  riding.  But  jus 
few  weeks  after  his  seco 
hip  r-eplacement  in  April,  he  was  back 
the  office  every  day,  driving  to  work 
his  white  Lincoln  Continental  with  t 
MR  SPUD  license  plates.  "He's  a  chai 
er-,  a  vanishing  br-eed  of  entr-epreneu 
says  A.  Dale  Dunn,  another  close  asi 
ciate.  "He  gets  a  new  idea  every  day 
two."  And  for  J.R.  Simplot,  even  in  i 
tir-ement,  ideas  tend  to  I'esult  in  actit 
By  Don  Jones  Yang  in  Seattle,  w 
Richard  A  Melcher  in  Chicago 
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STRATEGIES 

ROOM  AT  THE  TOP 
FOR  WESTIN? 

A  new  CEO  and  new  owners 
have  grand  expansion  ideas 

The  job  search  was  weeks  old  when 
it  took  a  decisive  turn  at  New 
York's  Waldorf-Astoria.  As  inves- 
tors looked  on,  ceo  candidate  Juergen 
Baitels  dropped  to  his  knees  and  prof- 
fered a  rose.  The  bankers  wei-e  at  fii'st 
astonished,  then  listened  attentively  as 
Bartels  explained  how  he  used  the  tech- 
nique to  thank  travel  agents  for  direct- 
ing business  to  Radisson  Hotels  Interna- 
tional Inc.  Bany  S.  SteiTilicht,  president 
of  Starwood  Capital  Group,  was  won 
over:  "He  has  limitless  enthusiasm  and 
knows  how  to  ftre  up  a  sales  force." 

Both  assets  will  be  in  hot  demand  as 
Bartels  takes  on  what  one  hotelier  de- 
scribes as  "one  of  the  toughest  jobs  in 
the  industi-y."  On  May  15,  when  Star- 
wood, along  with  Goldman,  Sachs  &  Co. 


and  their  partners,  closed  on  the  pur- 
chase of  the  80-unit  Westin  Hotel  Co. 
chain,  they  chose  Bartels,  54,  as  its  ceo. 
They  appear  to  be  getting  Westin  at  a 
bargain  price:  They're  paying  Japan's 
Aoki  Corp.  $537  million  for  it,  less  than 
18  months  after  a  $708  million  deal  with 
another  buyer  fell  through.  Aoki  itself 
paid  $1.53  billion  for  Westin  in  1988. 
TARNISHED.  Rivals  say  Westin's  image 
and  profitability  have  slipped  duiing  the 
two  years  it  has  been  shopped  around. 
The  buyers,  who  also  include  the  Ed- 
ward Thomas  Cos.  and  Nomura  Asset 
Capital  Coip.,  have  committed  $50  million 


BARTELS:  The  German-born  veterari 
hotelier  has  %irnitless  enthiisiasm" 


more  to  the  chain.  And  Goldman  Sa< 
Vice-President  Stuart  M.  Rothenbt 
says  futui'e  capital  from  the  group  nr.  |/ 
be  "fairly  limitless."  Says  Bartels: 
want  aggi-essive  high-quality  growth.' 

Bartels,  a  native  of  Germany,  ai: 
to  add  60  hotels  to  Westin  over  1 1|| 
next  five  years.  He'll  use  some  stra  (H 
gies  ft-om  his  days  as  ceo  of  Carls 
Cos.'  Carlson  Hospitality  Group  Ir  |[|( 
where  he  helped  expand  Radisson  fn 
25  hotels  to  302  by  acquiring  new  m;  PL 
agement  contracts  and  pushing  ii  ij 
franchising,  as  well  as  forging  cloi 
ties  with  travel  agents.  His  new  boss 
at  Westin  also  may  buy  other  chains 

Still,  Westin  faces  plenty  of  comp(  1 
tion  in  the  market  for  first-class  h 
tehy.  Occupancy  and  room  I'ates  fina 
are  climbing  after  years  of  overbui  |^ 
ing.  But  revived  rivals,  such  as  Hyg 
Marriott,  and  Sheraton,  are  on  t 
prowl  for  new  properties  and  manaj 
ment  contracts,  too.  In  a  pinch,  Bart 
may  have  to  fall  back  again  on  the 
woo-'em-with-a-rose  technique. 

By  Richard  A.  Melcher  in  Chico 
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MAGAZINES 


THE  IMPORTANCE 
OF  BEING  SOLVENT 

After  28  years,  Tfie  Advocate 
is  Hearing  financial  viability 

It  started  in  1967  as  an  undergi'ound 
newsletter,  its  mimeogi-aphed  pages 
dispatched  to  L.  A.'s  gay  community 
by  a  nascent  band  of  journalists  who 
worked  together  in  the  maih'oom  of  a  lo- 
cal TV  station.  Since  then.  The  Advo- 
cate has  become  a  standard-bearer  of 
gay-oriented  journalism.  And  it  has  con- 
sistently lost  $1.5  million  a  year. 

Now,  The  Advocate  finally  may  be  ap- 
proaching financial  viability.  Since  five 
investors,  including  publisher  Sam  Wat- 
tere,  bought  the  ailing  publication  in  1!J)92, 
paid  circulation  has  rocketed  50%,  to 
72,000.  Mainstream  advertisers  such  as 
Vii'gin  Atlantic  Airways  and  Hamilton 
watches  are  expected  to  raise  the  bi- 
weekly's ad  revenue  fivefold  by  yearend. 

Th£  Advocate  is  even  doing  deals.  On 
May  5,  its  parent.  Liberation  Publica- 
tions Inc.,  announced  its  purchase  of 
Alyson  Publications  Inc.,  a  gay  and  les- 
bian publisher  of  24  to  28  books  a 
year — among  them  the  controversial 


itii 


STAR  CLOUT  Yarbrough  and  Watters 
traded  newsprint  for  glossy  pages 
with  big-name  wiiters  and 
interviews  with  top  celebrities 

Heather  Has  Tivo  Mommies.  Alyson 
should  produce  $15  million  in  revenue 
by  1996,  Liberation  says. 

The  force  behind  The  Advocate's  turn- 
around is  Watters,  41,  a  Yale-educated 
ait  historian.  Piior  publishing  experience: 
zip.  Yet  he  has  moved  quickly  to  remake 
The  Advocate.  By  the  end  of  his  second 
day  on  the  job,  Watters  had  cut  Ms  staff 
to' 44  from  78.  With  editor  Jeff  Yar- 
bi'ough,  33,  he  abandoned  The  Advocate's 
newsprint  for  glossy  paper  and  color  and 
recruited  big-gun  contributors  such  as 


LaiTy  Ki'amer  and  Tony  Kuf 
ner  to  author  interviews  w 
top  stars  such  as  k.d.  lang,  T( 
Hanks,  and  Madonna. 
FAT  WALLETS.  Not  everyone 
happy  with  the  chang 
"They've  turned  it  into  more 
a  People  magazine,"  says  Ri( 
arxl  Labonte,  gener-al  mana^ 
at  A  Different  Light  bookstc 
in  San  Fr-ancisco.  But  advert  - 
er"s  have  welcomed  the  facel 
which  included  spinning  off  t  ^ 
magazine's  I'acy  classified  a 
One  big  catch  was  Johni 
Walker  Black  Label  scot( 
wliich  bought  space  in  the  April  issi 
The  attraction:  The  Advocate's  den 
gr-aphics — educated  professionals,  ty 
cally  in  their  late  30s,  whose  househi 
income  aver-ages  $72,000.  As  for  sexi 
orientation?  "Who  cares?"  says  Michi 
Chaney  at  Avrett,  Free  &  Ginsbei 
Johnnie  Walker's  ad  agency.  "Alte: 
tive  lifestyles  have  become  part  of  ma  lif 
str-eam  America." 

Other  gay-oriented  magazines  8 
gaining  reader's  and  advertising  as  wi 
The  Advocate  faces  plenty  of  compe 
tion  fi'om  sometimes  saltier  publicatio: 
such  as  Ten  Percent,  Genre,  and  Oul 
which  won  an  ad  fi-om  General  Mot( 
Cor-p.'s  Satmn  division  for  its  May  issi 
No  mor-e  mimeogr-aphs  for  this  crowd 
By  Gabrielle  Saveri  in  Los  Ange 
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mplimentary  Admission  Includes  Program,  Exhibition  and  More! 


iformation  helps  you  analyze 
sues  and  manage  problems 
an  increasingly  competitive 
arketplace.  Join  us  as  we 
scuss  the  application  of 
formation  to  workforce 
aining  and  development, 
nerging  markets,  tax  policy, 
oupware  and  the  'Net. 

msday,  June  1, 1995 

8:00  a.m.  to  6:00  p.m. 

Bshington  Convention  Center 

900  9th  Street  NW, 
Wastiington  D.C.  20001 

WP  by  calling  (800)  257-9402 


Workforce  Training  and  Development: 
Competing  in  the  Global  Market 

9:00 -10:15  a.m. 

Opportunities  and  Risks  in  Emerging  Markets 

10:30  -  11:45  a.m. 

Demystifying  the  'Net:  Rules  for  the  Road 

1:00 -2:15  p.m. 

Tax  Policy  and  the  Economy: 
A  Panel  Discussion 

1:00-2:15  p.m. 

Lotus  Notes:  Using  Groupware  in  Government 

2:30  -  3:45  p.m. 

Keynote  Address: 

Information  for  a  Global  Economy 

Harold  McGraw  III,  President  and  COO 

4:00  -  4:30  p.m. 

Plus,  Special  Presentation  on 
Making  Client/Server  Computing  Work 
for  You! 


Registration  and  Continental  Breakfast 

8:00  a  m. 

Buffet  Luncti 

11:45  -  1:00  p.m 

CoMail  Reception 

4:30  -  6:00  p.m. 


Exhibitors 

Aviation  Week  Group 
Business  Week 
CTB/McGraw-Hill 
Datapro  Information  Services 

Group 
DRI/McGraw-Hill 
F.  W.  Dodge 
Glencoe/McGraw-Hill 
London  House 

Macmillan/McGraw-Hill  School 

Division 
McGraw-Hill 

Continuing  Education  Center 
McGraw-Hill  College  Division 
McGraw-Hill  Healthcare 

Management  Group 
McGraw-Hill  Health  Professions 

Division 
McGraw-Hill  Professional 

Book  Group 
National  Software  Testing 

Laboratories 
Piatt's 

Publication  Services  Group 

Shepard's/McGraw-Hill 

S&P  Compustat 

S&P  ComStock 

S&P  Equity  Investor  Services 

S&P  Ratings 

SRA/McGraw-Hill 

SRA  Technology  Training 

Sweet's  Group 

Tower  Group  International 

Wnrlil  Avi;iti("in  nirertnrv 


In  Business  This  Week 


HEAPLINER:  CHARLES  SAN  FORD 


EDITED  BY  KEITH  H.  HAMMONDS 


A  MERGER  FOR  BANKERS  TRUST? 


WHITEWATER  AL 
RIDES  AGAIN 

ALFONSE  D'AMATO.  WHITEWA- 

ter.  A  match  made  inevitable 
by  last  November's  GOP  land- 
slide. On  May  17,  the  Senate 
approved  96  to  3  a  measure 
introduced  by  Banking  Com- 
mittee Chairman  D'Amato 
(R-N.  Y.)  creating  a  special 
panel  to  take  over  the  White- 
water probe. 

D'Amato  will  head  the  in- 
vestigation, which  promises 
to  examine  the  Clinton  Ad- 
ministration's contacts  with 
federal  officials  involved  in 
the  original  Whitewater 
probe  as  well  as  the  financ- 
ing of  the  President's  1990 
Ai'kansas  gubernatorial  cam- 
paign. Senate  hearings  focus- 
ing on  the  handling  of  docu- 
ments   in    Deputy  White 


CLOSING  BELL 


CROCODILE  TEARS 

Microsoft  has  its  trials:  The 
Justice  Dept.  is  blocking  its 
proposed  $2  billion  merger 
with  Intuit.  On  May  15,  Execu- 
tive Vice-President  Mike  Ma- 
ples announced  he  would  re- 
tire. But  cry  not  for  Bill  Gates: 
Microsoft's  shares  are  up  40% 
in  three  months.  Its  legal  has- 
sles have  been  overshadowed 
by  hopes  for  Windows  95,  the 
new  operatmg  system  due  to 
debut  in  August.  And  on  May 
16,  Microsoft  signed  a  vague 
but  promising  deal  with  NBC 
to  create  programming  for 
interactive  TV. 


House  Counsel  Vincent  Fos- 
ter's office  following  his 
death  will  r-esume  later  this 
summer. 


SPANGLERWINS 
NATIONAL  GYPSUM 

FORMER  CHAIRMAN  C.  D.  SPAN- 

gler  has  at  last  prevailed  in 
the  rancorous  battle  to  take 
control  of  National  Gyi^sum, 
the  nation's  second-largest 
plasterboard  maker.  Span- 
gler's  $1.2  billion  bid  scared 
away  a  competing  offer  from 
BPB  Industries  and  won  over 
Lafai'ge  Coppee,  the  big  Gyp- 
sum investor  that  previously 
had  opposed  a  takeover.  Now, 
however,  comes  the  hard 
part.  Gypsum  is  spinning  off 
more  than  $100  million  in 
cash  per  year  But  the  offi- 
cers of  a  trust  set  up  to  pro- 
tect the  company  against  as- 
bestos liability  complain  that 
the  tmst  is  undeifimded.  And 
the  cost  of  upgrading  the 
company's  18  U.  S.  plants 
could  run  beyond  $500  mil- 
Hon,  analysts  say. 

BUSY  SIGNAL  FOR 
TELECOM  REFORM 

WILL  THE  WORLD  EVER  SEE 
telecommunications  reform? 
Can  it  stay  awake  that  long? 
On  May  17,  the  House  Sub- 
committee on  Telecommuni- 
cations &  Finance  voted  24-5 
to  send  its  overhaul  measure 
on  to  the  full  Commerce 
Committee.  But  behind  the 
scenes,  intense  negotiations 
continue  over  key  issues, 
fr-om  deregulating  cable  rates 
to  how  quickly  to  allow  Baby 
Bells  into  long-distance  ser- 
vice. The  legislation  is  expect- 
ed to  pass  the  full  House  as 
early  as  June — but  the  Sen- 
ate is  another  matter.  A  bill 
crafted  by  Senate  Commerce 
Committee  Chairman  Larry 
Pressler  (R-S.  D.)  is  under  at- 
tack, and  Congressional  in- 
siders say  that  the  the  odds 
of  passage  are  no  better  than 
50-50. 


Bankers  Trust  is  in  for  still 
more  interesting  times.  Af- 
ter a  year  of  derivatives- 
related  client  lawsuits 
and  just  weeks  after 
reporting  a  $157 
million  loss  for  m 
the  fii-st  quarter 
of  1995,  Chair-     B  ^  . 
man  and  CEO  J 
Charles  S.  San- 
ford  Jr.  an- 
nounced  on  May 
16  that  he  will  resign 
in  1996,  when  he  turns  60. 

Who  will  replace  him? 
Instead  of  turning  immedi- 
ately to  President  Eugene 
Shanks,  the  Bankers'  board 
will  conduct  a  wide-ranging 
search.  Sanford  says  it's 
simply  "too  early  to  have 
two  CEOS."  But  early  spec- 
ulation is  on  a  financial  lu- 
minary such  as  Gary 


THE  AIR  FORCE 
BACKS  GE  ENGINES 

SCORE    ONE    FOR  GENERAL 

Electric.  Eleven  months  af- 
ter allegations  surfaced  that 
faulty  electrical  bonding 
might  cause  a  safety  problem 
in  thousands  of  GE-made  air- 
craft engines,  the  Air  Force 
has  concluded  there  isn't  any 
safety  concem.  Still  pending: 
a  suit  from  a  GE  engineer 
charging  that  many  engines 
didn't  meet  required  U.  S. 
contract  specifications,  which 
the  company  is  contesting. 
The  Justice  Dept.,  which 
joined  the  suit  to  protect  gov- 
ernment interests,  will  decide 
by  May  30  how  aggressively 
to  pursue  the  case. 

CLINTON  PLANS 
AN  OSHA  OVERHAUL 

BOTH  THE  ADMINISTRATION  AND 
Republicans  think  the  Occu- 
pational Safety  &  Health  Ad- 


Wendt,  head  of  General 
Electric  Capital,  or  J.  P. 
Morgan  Vice-Chairman  Ro- 
berto Mendoza. 

But  some  analysts 
^^^^  say  the  boai"d's  ac- 
Hjl^^k  tion  may  open 
^^^H^^  <-he  door  to  a 

merger.  Sanford 
Hm^H  won't  comment. 
^^HHv  With  the  board 
Hb9^^  exploring  all  op-  9 
tions,  "it's  a  plau- 
sible  read  that... the 
company  could  be  for  sale," 
says  Merrill  Lynch  analyst 
Judah  Kraushaar.  Much  of 
Bankei-s'  core  derivatives 
business  is  out  of  fashion, 
but  global  custody  and  in- 
vestment management  op- 
erations might  tempt  a  buy- 
er. Its  stock  is  at  58K,  just 
116%  of  book  value. 

By  Kelley  Holland 


ministration  is  too  heavy-han( 
ed.  (Business  tends  to  thin 
that's  an  understatement.)  Bi 
while  GOP  budgeteers  want  1 
slash  funding,  the  Whit 
House  thinks  reforms  will  c 
the  trick.  On  May  16,  Pres 
dent  Clinton  announced  a 
OSHA  overhaul  that  would  ci 
penalties  for  employers  wh 
fix  job-.safety  violations.  It  alf 
would  reduce  the  number  ( 
inspections  at  companies  wit" 
good  safety  records,  and  ta 
get  enforcement  toward  con 
panies  with  high  injury  rate: 

ETCETERA... 

■  Two  big  TWA  creditor 
want  a  prepackaged  banl 
ruptcy  filing  for  the  airline 

■  Time  Warner  and  AT& 
may  team  up  to  offer  loc; 
and  long-distance  calling. 

■  Co-founder  Jane  Hirsc 
resigned  as  ceo  of  trouble 
Copley  Pharmaceuticals. 

■  The  Washington  Post  wi 
spend  $250  million  to  go  al 
color  by  1998. 
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hat  s  the  most  important  thing  to  do 

ter  keeping  93%  oF  our  toxic  chemical  waste 
jt  oF  the  environment? 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION  . 


The  EPA  and  the  Chemical  Manufacturers  Association  have  targeted  311  compounds 
as  top  priorities  for  action.  We  kept  93%  of  these  compounds  out  of  the  environ- 
ment through  treatment,  recycling  and  energy  conversion.  While  we  feel  our  most 
recent  report  was  good,  we  know  there's  more  work  to  be  done.  Find 
out  more  about  how  our  180  members  and  partners  are  working  for 

rh^qnop  Tall  1-Rnn-A?4-4^91 


Washington  Outlook 


EDITED  BY  OWEN  ULLMANN 


PHIL  GRAMMES 

CHILLY  NEW  ENGLAND  SPRING 


On  a  sunny  Mother's  Day,  the  reserved  Yankees  of  Rindge, 
N.  H.,  politely  sipped  punch  and  nibbled  cookies  in  their 
tiny  town  hall  as  Senator  Phil  Gramm  railed  against  big 
government.  The  Texas  Republican  vowed  to  complete  the 
Reagan  Revolution  by  cutting  taxes,  slashing  spending,  forcing 
welfare  recipients  to  work,  and  letting  states  criminalize  abor- 
tion. "I'm  shootin'  with  real  bullets,"  he  drawled.  Clarence 
May,  a  retired  phone  company  worker,  nodded  in  approval:  "I 
like  what  he's  saying — but  he's  got  an  uphill  climb." 

Gramm  Ls  hearing  that  observation  a  lot  as  he  campaigns  for 
the  GOP  Presidential  nomination:  Party 
faithful  like  the  message,  but  ai-en't  ready 
to  embrace  the  messenger.  Gramm  has 
raised  an  awesome  $14  million  and  is  the 
Senate's  loudest  conservative  voice  on  is- 
sues fi'om  deficit  i'eduction  to  blocking  Sur- 
geon General  nominee  Hemy  Foster  Yet 
he  is  stagnant  in  the  poUs,  with  about  lO'T'r 
of  the  vote,  and  is  confounded  by  problem- 
that  money  can't  solve. 
THE  TWANG  THANG.  The  man  crowned 
Washington  insiders  as  the  nominee-in 
waiting  a  few  months  ago  is  watching  In- 
base  splinter  He  has  lost  ground  to  Senate 
Majority  Leader  Bob  Dole,  who  has  veered 
to  the  right,  and  fu-ebrand  commentator 
Patrick  J.  Buchanan,  who  is  exceeding  expectations.  Religious 
conservatives  complain  that  PhD  economist  Gramm  talks  too 
much  about  economics  and  not  enough  about  God.  Their  wonies 
were  only  reinforced  by  Gramm's  May  17  admission  that  more 
than  20  years  ago  he  invested  $7,500  in  a  limited  partnership 
to  produce  an  R-rated  movie  titled  Beauty  Queens,  which  ap- 
parently was  never  made.  His  campaign  denied  the  Texan 
was  an  investor  in  a  company  that  produced  pom  movies. 

Gramm's  troubles  come  through  cleai'ly  in  the  Gi^anite  State. 
Some  laconic  voters  are  put  off  by  his  aggressive  personality 
and  thick  accent,  gop  Governor  Steve  Menill  has  him  on  the 


LONE  STAR  LONG  SHOT:  Painful  polls 


defensive  for  stumping  in  Delaware  and  Arizona — states  t 
have  tried  to  steal  New  Hampshire's  spotlight  as  the  first 
the-nation  primary.  "There's  something  about  him  that  peo 
don't  Uke,"  says  gop  strategist  Mark  Goodin. 

Recent  evidence?  The  May  16  New  Hampshire  Poll 
Gramm  at  7%,  trailing  Dole  (44%)  and  Buchanan  (13%).  C 
cedes  Claremont  lawyer  Robert  Morgan,  a  Gramm  fan:  "N 
Hampshire  likes  to  pick  vdnners.  Mr.  Gramm's  problem  is 
drumbeat  of  He  can't  win.' " 

Some  GOP  veterans  already  are  comparing  Gramm's  moni 
campaign  to  the  failed  White  House  qu( 
<  if  another  Texan:  former  Treasury  Seci 
tary  John  B.  Connally,  who  spent  $13  n 
lion  nationally  but  won  just  one  delegate 
1980.  Still,  it's  too  early  to  write 
Gramm.  What  he  lacks  in  charm.  Gran 
hopes  to  make  up  by  capitalizing  on  h 
button  issues.  In  antitax  New  Hampshi 
for  example,  he  contrasts  his  steady  si 
port  for  tax  cuts  wath  Dole's  votes  for 
hikes.  And  Al  Rubega,  president  of 
poweiful  Gun  Owners  of  New  Hamps' 
says  Gramm's  uncompromising  pro 
stance  "plays  fabulously  well"  there. 

To  appeal  to  religious  conservative 
Gramm  has  enlisted  gop  pollster  Fri 
Luntz,  who  works  with  Pat  Robertson's  Christian  Coalition,i 
develop  moral  themes.  He  also  drafted  two  former  aides  of 
Vice-F^"esident  Dan  Quayle,  a  favorite  of  social  conservativj 
Recent  speeches  at  Jerry  Falwell's  Liberty  University 
the  Heritage  Foundation  quoted  the  Scriptures  and  Ads 
Smith,  winning  raves  from  religious  activists. 

Gramm  believes  his  vision  of  lower  taxes  and  less  govei 
ment  will  eventually  take  hold.  "I  don't  always  make  a  gr( 
fii-st  impression,"  he  admits,  "but  I  wear  well."  That  may 
true.  But  wall  voters  bother  going  on  a  second  date? 

By  Ridmrd  S.  Dunliam  in  Rindge,  N. 


CAPITAL  WRAPUP 


LIVING  DANGEROUSLY 

►  If  Social  Security  is  the  third  rail  of 
politics,  why  do  Senators  Bob  Kerrey 
(D-Neb.)  and  Alan  K.  Simpson  (R- 
Wyo.)  keep  dancing  on  the  tracks? 
Kerrey  headed  a  panel  that  proposed 
entitlement  cuts.  And  Simpson  vowed 
to  probe  the  American  Association  of 
Retired  Persons,  Social  Security's 
champion.  Now,  they're  pushing  a  bill 
to  let  some  payroll  taxes  be  diverted 
into  IRA-type  accounts — raising  fears 
their  bravura  wil!  prod  Congress  to 
consider  privatizing  the  system. 


gUAYLE'S  gUIET  NOD 

►  Officially,  former  Vice-President 
Dan  Quayle  is  neutral  in  the  '96  gop 
Presidential  race.  But  friends  say 
Quayle  is  privately  promoting  Senate 
Majority  Leader  Bob  Dole  (R-Kan.). 
The  ex-Veep  isn't  going  public  so  as 
not  to  offend  a  fellow  Hoosier,  Sena- 
tor Richard  G.  Lugar,  a  long  shot  for 
the  nomination.  The  main  reason  for 
backing  Dole,  according  to  confidants: 
The  71-year-old  Kansan  likely  would 
be  a  one-term  President,  so  Quayle 
could  run  in  2000. 


BALDRIGE  GOES  PRIVATE? 

►  The  coveted  Malcolm  Baldrige 
Awards,  administered  by  the  Com- 
merce Dept.,  may  be  headed  for  pri 
vatization.  The  awards  have  been  a  h; 
with  business  since  being  established 
in  1987.  But  House  and  Senate  gop 
budget-balancing  plans  do  away  with 
$3.4  million  to  administer  the  pro- 
gram, which  honors  managerial  excel 
lence  and  technological  innovation. 
Commerce  insiders  say  the  awards 
are  so  popular  that  business  probably 
will  pick  up  the  tab. 
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WHAT  TO  LOOK  FOR  IN  A  TOSHIBA,  COMPAQ  AND  IBM  NOTEBOOK. 

No  sticker  shock  here. 
The  910N  costs  less 
-  <>  o  than  the  IBM 

    .   Thinkrad  755C. 

See  how  the 
screen  measutes  up 
jgainst  the  one  in  a 
C'ompaq  LTE  Elite 
(10.4'TFT  vs.  9.5'TFT). 


On  the  road,  even  a 
tew  ounces  can  make 

a  big  difference. 
The  9 ION  is  over  half 
a  pound  lighter  than  a 

Compaq  LTE  Elite. 


The  lithium  ion  battery 
will  easily  outlast  a 
Toshiba  T4850.  n  by 
over  three  hours. 


Wirh  the  Siiiartroint  irackstick  your  h.tutls 
never  have  to  leave  the  keyboard.  Try 
that  with  a  Toshiba  T4850CT  external  trackball. 


Standard  inciiiorw  you  .isk.'  Tlie  9 ION 
features  8MB  RAM,  compared  to  the  4MB 
RAM  in  the  IBM  ThinkPad  755C. 


With  all  the  choices  out  there, 
you're  probably  asking  yourself,  "What 
to  buy?  What  to  buy?  What  to  buy?" 

Well,  maybe  this  will  help.  Pictured 
above  are  a  few  comparisons  to  illus- 
trate how  the  new  AST  Ascentia  9 ION 
stacks  up  against  the  field. 

The  910N  gives  you  the  muscle  of 
the  Intel  486DX4/75MHz  processor.  Just 
imagine  this  kind  of  power  and  speed 
to  cninch  your  facts  and  figures. 

To  see  what's  going  on,  there's 
a  10.4"  TFT  active-matrix  color 
screen  for  crisp  graphics.  And 
YOU'LL      LIKE  TH 


on  a  single  charge,  the  lithium  ion 
battery  lets  you  work  six  to  ten  hours. 

As  with  every  Ascentia  notebook, 
the  910N  comes  with  a  3-year  world- 
wide limited  warranty.*  For  a  little 
extra  reassurance,  we  provide  a  48- 
hour  repair  service  '  and  around-the- 
clock  telephone  support.  It's  what 
you'd  expect  from  one  of  the  world's 
largest  computer  makers. 

Give  us  a  call  at  1-800-876-4AST 
and  we'll  tell  you  where  to  find  the 
new  Ascentia  9 ION.  Now  that  you 
know  what  to  look  for. 

WAY      WE  WORK" 


Ascentia  91  ON 

Intel  486DX4/75rv1Hz  or 
DX2/50MH2  processors 

10.4"  diag.  TFT  active 
matrix  or  10.3"  DS-STN 
color  display 

340MB,  510MB  or  700MB 
removable  hard  drive 

8MB  RAM, 
upgradable  to  32MB 

PCMCIA  slots  -  Two 
Type  II  or  one  Type  III 

Lithium  ion  battery: 
6-10  hours  use 

Weight:  6.1  lbs. 


COMPUTER 


995  AST  Researcfi,  inc.  All  righu  ri;.serveii.  AST  n  a  registered  trademark  of  AST  Research,  inc.  AST  Computer,  the  AST  iago.  Ascenlia  and  "You'll  Like  The  Way  We  Work"  are  trademarks,  of  AST 
'Carch,  inc.  The  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  All  other  product  or  service  names  mentioned  herein  may  he  trademarks  or  registered  trademarks  of  their  respective  owners. 


International  Business 


JAPAN 


JAPANS 
AUTO  SHOCK 

Tariffs  and  the  Super  Yen  spell  trouble 


In  the  vast  pink-toned  Otori  Room 
at  the  ANA  Hotel  in  Tokyo  on  May 
15,  newly  revamped  Corollas 
gleamed  imder  photogi-aphers'  lights. 
Toyota  Motor  Corp.  executives  beamed 
and  schmoozed  with  swarms  of  Japa- 
nese journalists,  cooing  over  the  new 
Japan-only  models  and  chuckling  over 
Peter  Falk  doing  his  famous  Columbo 
shtick  for  the  new  Corolla  ad  campaign. 
But  the  I'osy  scene  was  as  much  an  illu- 
sion as  Falk's  appearing  to  speak  Japa- 
nese. Behind  their  smiles,  the  assem- 
bled guests  were  worried  about  the 
future  of  the  Japanese  auto  industiy. 

As  recently  as  January,  Japan's 
caiTnakei-s  were  bi'eathing  sighs  of  relief. 
Domestic  sales  had  picked  up  in  the  sec- 
ond half  of  1994,  ending  one  of  the  woret 
downtmiis  in  Japanese  auto  liiston'.  The 
cost-cutting  benefits  of  parts  shaiing  and 
model  reduction  were  kicking  in,  and  de- 
preciation from  heavy  capital  investments 
in  the  late  '80s  was  helping  bottom  lines. 
Even  Nissan  Motor  Co.,  hard  hit  by  the 
Mexican  debacle,  was  on  the  road  to  re- 
covery. It  seemed  the  worst  was  ovei'. 

Now  the  brutal  vise  is  tightening 
once  again.  Washington's  May  16  an- 
nouncement of  100%  taiiffs  on  13  liLxuiy 


models,  combined  with  a  Super  Yen  of 
about  86  to  the  dollar,  could  accelerate  a 
shakeout  in  the  Japanese  auto  industiy. 
At  the  least,  Japan's  10  vehicle  manufac- 
tiu'ers  will  be  forced  to  move  more  rap- 
idly to  expand  in  North  America,  Asia, 
and  Europe  while  slashing  costs  at 
home.  Nissan  has  closed  a  Japanese  auto 
plant  for  the  fti-st  time  in  postwar  histo- 
ry, and  Toyota  executives  have  publicly 
raised  the  possibility  of  shutting  down 
one  of  theirs.  Mighty  Toyota  may  even 
break  with  tradition  and  lay  off  worker-s. 
GAME  OF  CHICKEN.  There  will  surely  be 
more  pain.  Japan's  domestic  industry  still 
has  too  many  emj)loyees,  too  many  mod- 
els, and  too  many  supplier's.  With  pr'oduc- 
tion  of  about  11  million  vehicles  tliis  year; 
analysts  ar-gue  that  is  about  4  million  too 
many,  given  falling  exports  and  slow 
gTowth  at  home.  Some  experts  believe 
not  all  of  Japan's  auto  maker-s  will  re- 
main independent,  as  str-onger  players 
absorb  the  weakhngs  (table).  "Not  all 
companies  may  survive,"  says  Toshiaki 
Tagaichi,  a  director  at  Toyota.  The  r-e- 
strncturing  also  could  mean  Japan's  auto 
parts  supply  networ'ks  and  distribution 
channels  will  be  dominated  by  mor'e 
har-dy  companies. 


The  auto  shock  will  persist  no  matt(  de 
what  happens  in  the  game  of  chickf 
being  played  out  between  the  Clintc  issi 
Administration  and  the  government  i  iei 
Prime  Minister  Tomiichi  Murayam;  (ti 
Washington  believes  ihe  100%  tariff  li 
which  would  price  Lexus  and  Infini !  a 
out  of  the  U.  S.  mar'ket,  will  force  tl 
Japanese  to  open  their  market  to  moi  h 
U.  S.  autos  and  auto  parts.  "This  is  pre  i 
ty  clear-cut,"  says  U.S.  auto  analyil; 
Chris  Cedergren.  "The  tariffs  have  bet  i< 
designed  to  force  concessions."  t  \ 

But  the  signals  fi-om  Tokyo  ar-e  thi  r , 
the  Japanese  ai-e  not  going  to  agree  1  a' 
the  sorts  of  major  deregalatory  stej 
or  binding  numerical  tar-gets  that  U. ; 


The 

Shakeout  in 
Japan's  Auto 
Industry 

The  survivors  will 
have  to  slash  costs 
at  home  while 
building  markets 
around  the  globe 


WINNERS 


TOYOTA 


Untouchable.  Although 
sanctions  on  luxury 
cars  would  hit  Toyota 
harder  than  other  mak- 
ers, its  conseivative, 
cost-conscious  manage- 
ment has  avoided  bold- 
move  mistakes  and 
socked  away  $25  billion 
for  rainy  days  such  as 
these. 


MITSUBISHI  MOTORS 

Has  been  gaining  mar- 
ket share  at  home  with 
a  string  of  popular  rec- 
reational vehicles.  A 
heavy  presence 
throughout  the  Asian 
region  puts  them  in 
growing  markets  where 
labor  is  cheap.  Wide 
product  offering  is 
tricky  to  manage  but 
a  hedge. 


SUZUKI 


ISUZU 


Small  but  surprisingly 
strong,  Suzuki  ranked 
fourth  in  Japanese 
sales  last  year  and  has 
a  great  profit  margin. 
Widespread  investment 
in  Asia  and  minimal 
exposure  in  the  U.  S. 
make  it  well-placed  to 
deal  with  a  rising  yen. 
Unaffected  by 
sanctions. 


Strong  in  big  and 
um-size  trucks,  dijui 
engines  and  recrqfs 
al  vehicles,  all  of 
are  showing  healtjt; 
sales.  It's  making 
push  into  China  a 
selling  some  land 
boost  the  bottom 
Unaffected  by  tari  l 
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.de  Representative  Mickey  Kantor  is 
king.  Some  Japanese  are  laetting  that 
issroots  pressure  from  U.  S.  auto 
ilers  and  consumer's  could  stop  the 
ctions  fi'om  taking  effect  in  30  days. 
Viore  important,  the  top  ministiies  as 
^1  as  membei's  of  the  niling  coalition 
tear  to  have  reached  consensus  that 
era  of  giving  in  to  U.  S.  trade  de- 
nds  is  over.  "As  victims  of  sanctions, 
11  suffer,"  but  accepting  new  commit- 
nts  to  purchase  U.  S.  parts  "will  also 
1  us,"  says  Taizo  Yokoyama,  a  for- 
r  official  of  the  Ministiy  of  Intema- 
lal  Ti'ade  &  Industiy  who  is  now  a 
naging  director  of  Mitsubishi  Motors 
•p.  "So  we  might  as  well  stand  fiim." 


If  that  happens,  Clinton  will  have  to  ac- 
cept some  minor  concessions  at  the 
Group  of  Seven  meeting  in  Halifax,  N.  S., 
next  month — or  choose  to  impose  the 
tanffs.  His  negotiating  partner,  Muraya- 
ma,  is  on  the  vei'ge  of  resigTiing  and  will 
cany  little  negotiating  clout. 
"OVERCROWDED."  Part  of  Japan's  resis- 
tance to  U.  S.  pressure  is  based  on  the 
knowledge  that  the  nation's  sti'ongest 
manufacturers  clearly  will  survive  a 
shakeout.  Toyota  and  Mitsubishi  will 
probably  get  even  mightier  as  the 
strong  yen  and  weak  markets  at  home 
force  them  to  continue  their  drive  to 
become  integTated  multinational  manu- 
facturers. The  U.  S.  taiiffs  affect  only 


Japan's  domestic 
auto  industry  has 
too  many  employees, 
too  many  models, 
and  too  many 
suppliers. 
Says  one  analyst: 
"Somebody  should 
just  disappear" 


SANCTIONS  MAY  HURT 
JAPANESE  LUXURY-CAR 
SALES  BUT  WON'T 
HELP  DETROIT  MUCH 

tiny  fractions  of  their  global  business. 
Moreover,  Toyota  is  sitting  on  $25  billion 
in  cash  and  Mitsubishi,  bolstered  by  be- 
ing part  of  Japan's  strongest  keiretsu, 
has  additional  strength  in  a  wide  prod- 
uct line,  fi-om  tracks  and  buses  down 
to  minis,  that  leaves  it  hedged  against 
the  vagaries  of  the  market.  Other  sm-vi- 
vors  will  include  Suzuki  Motor  Corp., 
which  boasts  a  24%  pi'ofit  mai'gin.  "They 
can  make  cars  even  cheapei-  than  Toyo- 
ta," says  Takahiro  Fujimoto,  an  auto 
expert  at  Tokyo  University. 

If  a  handful  of  marginal  assemblers  is 
forced  into  a  deeper  embrace  or  out- 
right merger  with  stronger  competitors, 
it  will  only  fulfill  a  long-standing  miti 
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More  than  any  other 
Japanese  carmaker, 
Honda  relies  on  the 
U.  S.  market.  While 
reverse  importing 
offsets  some  of  the 
endaka  problem,  the 
company's  domestic 
market  share  is  falling. 
Sanctions  on  its  Acura 
will  hurt. 


Made  history  with  the 
first  postwar  closing  of 
a  Japanese  auto  plant, 
but  it  hardly  put  a  dent 
in  the  company's  prob- 
lems, including  heavy 
investments  in  Mexico 
and  Spain  and  a  sub- 
stantial debt  burden. 
Hard  hit  by  tariffs  on 
three  models. 


Is  having  trouble.  Has  a 
long  way  to  go  in  the 
cost-cutting  race,  and 
marketing  in  Japan  is 
not  strong.  Heavy  de- 
pendence on  exports  to 
the  U.  S.  means  profits 
tumble  when  the  yen 
rises.  Tariffs  will  hurt 
two  models.  Is  likely  to 
require  more  help  from 
major  shareholder  Ford. 


Although  both  compa- 
nies are  strong  in  truck 
sales  in  Japan  and 
Asia,  they  are  unable  to 
compete  in  passenger 
cars.  They  will  likely  be 
forced  more  deeply 
into  the  embrace  of 
Toyota,  which  owns 
stakes  in  each. 


OVERSEAS  ADVANTAGE 


International  Business 


goal — to  streamline  the  crowded  indus- 
try. "The  market  is  definitely  overcrowd- 
ed, especially  now,"  says  a  MITI  official. 
"The  era  of  10%  economic  growth  [for 
Japan]  is  over." 

So  the  onetime  masters  of  industrial 
planning  at  miti  say  they're  prepared  to 
let  market  pressui'es  force  Japanese  man- 
ufacturers and  parts  providers  to  be- 
come more  efficient.  Small,  unlisted  sup- 
pliers that  lack  economies  of  scale  have 
been  killed  by  increased  production  and 
paits  purchases  overseas.  Even  larger 
companies  are  being  forced  into  mer- 
gers. Suzuki  has  been  pressuring  its  sui> 
pliers  to  join  forces.  Two  aluminum-parts 
makers,  piston  specialist  Totsuka  and 
wheel  maker  Tenryu  Seisaku,  merged  to 
form  Totsuka  Tenryu  last  June.  Honda 
affiliate  Showa,  a  shock-absorber  mak- 
er, has  joined  with  unlisted  Seiki  Giken, 
and  Nissan  suppliei-s  Unisia  Jecs  merged 
with  unlisted  Nippon  Denshi  Kiki. 

Similai'ly,  weaker  vehicle  makers  have 
started  making  ad  hoc  mar- 
riages of  convenience  with 
the  strong.  Hino  Motors  Mitsubishi,  with 

Ltd  has  long  been  consid-  plants  in  Malavsia 

ered  an  mdependent  compa-       11  1 
ny  even  though  Toyota  owns         elsewnere,  IS 

10%  of  it.  Now,  in  response  a  multinational 

to  profit  pressui'es,  Hino  and 
another  independent  Toyota 
satellite,  Daihatsu  Motor  Co., 
are  being  drawn  closer  into 
Toyota's  orbit,  giving  up  production  of 
three  kinds  of  two-  and  three-ton  tracks 
to  market  Toyota's  instead.  Toyota  will 
sell  some  Hino  tnacks. 
"SLOW  BURN."  Among  the  majors,  pros- 
pects are  gi-immest  for  Mazda  Motor 
Corp.  and  Nissan.  The  two  have  been 
svdmming  in  a  red-ink  sea  for  years. 
Nissan  has  lost  $1.5  billion  in  the  last 
two  years  and  expects  losses  of  at  least 
$65  milhon  in  the  year  ended  Mar  31. 
Mazda's  production  is  dropping  along 
vdth  its  sales  everywhere.  Its  domestic 
market  share  is  now  lower  than  Daihat- 
su's,  and  the  company  has  a  60%  export 
ratio.  It  is  in  no  position  to  exjDand  over- 
seas production,  which  leaves  it  most 
vulnerable  to  the  U.  S.  tariffs — its  two 
sanctioned  models  account  for  9%  of  U.  S. 
sales.  "We're  talking  about  a  slow  bum 
among  the  weaker  players,"  says  Mat- 
thew Ruddick,  analyst  at  James  Cape). 

Nissan  is  more  worried  about  the  yen 
than  Washington.  Despite  closing  the 
Zama  plant,  Nissan  could  shutter  another 
by  yearend.  "Until  the  yen  jumped  again, 
we  thought  we'd  be  0.  K.,"  says  Nissan 
Executive  Vice-President  YosMkazu  Ha- 
nawa.  "It's  a  big  shock  at  the  moment, 
and  emjiloyees  are  especially  worried." 

They  should  be.  While  Japanese  com- 


manufacturer-and  a 
probable  suivivor 


panics  don't  lay  off  workers 
officially,  they've  started  par- 
ing payrolls  in  ingenious 
ways.    Nissan    has  been 
ti-ansfening  worker's  to  deal- 
erships on  25-month  con- 
tracts, with  the  dealers  tak- 
ing on  half  the  salaries.  At 
the  end  of  the  "temporary" 
contract,  dealers  and  em- 
ployees may  be  "per-suaded" 
to  make  the  arrangement  per-manent.  "If 
you're  a  50-year-old  office  worker  sent  to 
a  dealership  in  Hokkaido,  that's  not  a 
cut,  but,  weU,  it's  a  cut,"  says  Koji  Endo, 
an  analyst  at  Lehman  Br-others  Inc. 

At  the  end  of  the  day,  Japan  isn't 
likely  to  let  any  of  its  carmakers  go 
bankrupt — and  certainly  not  Nissan, 
Japan's  second-largest  carmaker  with 
nearly  50,000  workers.  One  ace  up  Nis- 
san's sleeve  is  its  vast  real  estate  hold- 
ings, reportedly  among  the  largest  in 
Japan.  "Nissan  is  sort  of  a  landlord  that 
makes  cars  on  the  side,"  says  W.  Van 
Bussman,  Chrysler  Corp.'s  corporate 
economist.  By  selling  some  of  its  land, 
Nissan  could  clean  up  its  balance  sheet. 
Nissan  also  could  benefit  if  it  absorbed 
Fuji  Heavy  Industries  Ltd.  Even  Mazda 
will  be  kept  alive  by  For-d  and  the  Su- 
mitomo group,  its  largest  two  backers. 

Because  most  failing  companies  will 
be  supported  or  absorbed,  the  number 
of  wor-kers  actually  laid  off  could  be 
much  more  modest  than  the  bloodlet- 
ting the  U.  S.  experienced  in  the  early 
1980s.  So  far,  Japan's  manufactur-ers 
have  managed  to  cut  domestic  produc- 
tion without  cutting  payrolls.  The  peak 
production  of  14  million  vehicles  was 
managed  with  a  massive  force  of  tempo- 


rary workers  and  backbreaking  ove 
time  of  2,400  hours  a  year.  By  cuttii 
the  number  of  hours  and  redeployii 
workers,  the  comparries  hope  to  avc 
most  outright  job  losses.  Nissan's  closii 
of  its  Zama  plant,  for  example,  resulti 
in  only  about  100  people  losing  the 
jobs — the  ones  who  r^efused  to  be  trar 
ferred  to  other  plants. 

So  U.  S.  tariffs — combined  with  a  ki 
er  yen  and  slow  growth  in  Japan — w 
help  force  a  streamhning  of  the  Jap 
nese  auto  industry.  Tokyo  University 
Fujimoto  sees  a  futiu'e  in  which  Japai 
auto  makers  form  networks  in  whi 
they  are  both  competitors  and  partnei 
"They  can  handle  these  flexible  m 
works  of  quasi-independent  firms  whi 
compete  pretty  intensively  at  the  pro 
uct  level  but  sometimes  cooperate 
the  company  level,"  he  says.  "Those  n* 
wor'ks  are  pretty  stable." 

If  the  Japanese  manage  this  she 
as  they  have  previous  challenges,  t 
result  vnW  be  an  even  more  compel},, 
tive  Japanese  market,  where  margi  fj.; 
are  razor  thin  and  distribution  channt  in-' 
and  supplier  networ-ks  are  dominati;^. 
by  fewer  players.  The  new  networks  :  . 
cooperation  envisioned  by  Fujimo 
could  make  the  market  tougher  to  pe  j . 
etrate  for  U.  S.  parts  makers  and  au  j,. 
companies  themselves.  j 

That  raises  the  question  of  how  se;  • 
ous  U.  S.  auto  makers  really  are  abo  y> 
Japan  (page  47).  In  1992,  Chrysler  w  j 
the  first  U.  S.  maker  to  bring  in  a  rigl 
hand-drive  auto  from  the  U.  S.,  the  Je  ^ , 
Cherokee.  In  the  two-liter-and-und  j 
market,  which  amounts  to  80%  of  au  / 
sales  in  Japan,  U.  S.  makers  offer  ju  j( 
eight  models.  Ford  Motor  Co.  alo:  rf 
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ns  a  credible  distribution  channel. 
Now,  with  the  yen  making  Japan  so 
)ensive  for  most  foreigners,  U.  S.  car- 
kers  reckon  the  market  is  relatively 
ture  and  that  trying  to  penetrate  it 
't  worth  the  price.  Aside  from  the 
ssive  initial  investment  in  dealerships 
i  spending  on  advertising  and  devel- 
nent,  it's  difBcuJt  to  build  a  distinctive 
Ian  in  the  already  crowded  market. 
Back  home,  the  Big  Three  aren't  Hke- 
to  benefit  from  the  tariffs  on  Japan's 
ury  cars  either.  Lexus  and  Infiniti 
^ers  are  more  likely  to  turn  to  Euro- 
m  marques,  such  as  Mercedes,  BMW, 
ivo,  and  Saab.  Detroit  won't  be  able 
raise  prices  on  Lincolns  and  Cadillacs 
;ause  of  the  intense  pressure  from 
!  Europeans.  Cadillac  just  had  its 
rst  quarter  since  the  Arab  oil  em- 
'go  of  the  early  '70s,  and  the  new 
icoin  Continental  was  introduced  last 
ir  at  a  steep  $7,000  increase  over  the 
del  it  replaced.  Ford  has  already  had 
offer  big  lease  incentives  to  sell  it. 
OR  TO  DOOR.  Few  auto  industry  ex- 
ts  on  either  side  of  the  Pacific  ex- 
tt  the  U.S.  tariffs  to  achieve  their 
ted  purpose  of  forcing  Japan  to 
iertake  what  Commerce  Under  Secre- 
y  Jeffrey  E.  Garten  calls  "fundamen- 
'  steps  to  open  its  market.  Among 
;  possible  symbolic  concessions  from 
)an  would  be  agreeing  to  allow  the 
S.  companies  to  place  cars  and  per- 
)s  sales  representatives  in  some  Jap- 
ise  showrooms.  That  will  have  scant 
iact  because  the  real  selling  is  mostly 
)r-to-door.  Salesmen  know  their  cus- 
ners'  birthdates  and  the  names  of 
:ir  children.  That  level  of  commitment 
ikely  to  elude  the  Big  Three. 
A.  second  major  U.S.  demand  is  for 

deregulatory  steps  to  allow  Japanese 
)air  shops  to  import  much  cheaper 
S.  replacement  parts  for  Japanese 
s.  Last,  Washington  wants  Japanese 
nufacturers  to  make  major  increases  in 
:ir  purchases  of  U.  S.-made  auto  parts, 
,h  for  their  transplant  factories  in  the 
S.  as  well  as  for  plants  in  Japan. 
There's  much  industry  speculation  that 
y^ota  might  break  ranks  with  other 
nufacturers — and  with  miti — to  make 
ne  parts-purchasing  commitments.  But 
!  chances  of  a  quick  agreement  to 
)en  up"  the  Japanese  market  in  a  way 
it  has  major  impact  on  the  U.  S.  trade 
icit  are  dim  at  best.  It  would  have 
m  one  thing  to  do  this  20  years  ago, 
:  today  the  Japanese  auto  industry  is 

.stronger  and  far  more  globalized  than 
iv.  It  is  strong  enough,  in  short,  to 
5orb  the  pain  of  a  new  auto  shock  and 
ne  back  svdnging. 

By  Edith  Updike,  vnth  Brian  Brem- 
'•,  in  Tokyo,  Amy  Borrus  in  Wash- 
rton,  David  Woodruff  in  Detroit,  mid 
rry  Armstrong  in  Los  Angeles 


COMMENTARY 


By  David  Woodruff 

EVEN  IF  JAPAN  BACKS  DOWN, 
DETROIT  WON'T  WIN  MUCH 


The  rhetoric  flowed  freely  when 
U.  S.  Trade  Representative  Mick- 
ey Kantor  announced  trade  sanc- 
tions aimed  at  wedging  open  Japan's 
auto  market  on  May  16.  U.  S.  auto 
makers  have  become  as  "productive 
as  any  industry  on  earth,  and  they 
should  be  allowed  to  compete  fairly," 
Kantor  declared.  By  slapping  100% 
tariffs  on  Japanese  luxury  auto  im- 
ports, the  Administration  is  hoping 
that  Japan  will  cave  in  and  allow 
U.  S.  autos  and  parts  to  freely  enter 
its  market. 

Don't  bet  a  yen  on  it.  Even 
if  the  Japanese  govern- 
ment does  relent,  a 
U.  S.  victory  is  unlike- 
ly to  reduce  the  $66 
billion  trade  deficit 
with  Japan  significant- 
ly or  to  bring  a  big 
payoff  for  U.  S.  in- 
dustry. Detroit's 
Big  Three  have  no 
major  plans  to  ex- 
pand into  Japan, 
which  they  see  as 
a  mature,  low- 
margin  market. 
And  while  U.  S. 
parts  suppliers 
are  hungry  to 
sell  more  in  Ja- 
pan, the  Japa- 
nese government 
is  unlikely  to  open  its 
market  enough  to  make  much 
of  a  difference. 

ON  A  LIMB.  Ironically,  the  Clinton 
Administration  may  be  gambling  on 
the  wrong  horse,  while  risking  a  se- 
rious downturn  in  U.  S.-Japanese  re- 
lations. The  Administration  has  chal- 
lenged Japan  on  autos  and  parts 
because  those  products  account  for 
60%  of  the  trade  deficit — and  the  in- 
dustry employs  millions  of  voters. 
But  before  U.  S.  trade  officials  head- 
ed out  on  a  Umb,  they  should  have 
secured  a  commitment  fi-om  Detroit 
to  invest  in  new  models  and  expand- 
ed dealerships  in  Japan. 

The  Big  Thi*ee  have  never  invest- 
ed the  megabucks  needed  to  crack 
Japan.  Only  in  1992  did  Chrysler 
Corp.'s  and  General  Motors  Corp.'s 
Adam  Opel  unit  begin  to  sell  right- 
hand-drive  cars  there.  Most  impor- 


tant, the  Big  Three  never  developed 
the  dealer  network  needed  to  com- 
pete Math  Japanese  rivals.  That's  in 
contrast  with  European  luxury  car- 
makers, which  have  made  substantial 
inroads  in  Japan. 

With  the  Japanese  market  expect- 
ed to  grow  just  2%  annually  over  the 
next  several  years,  Detroit  still  does 
not  find  Japan  an  attractive  place  to 
sell  cars.  Even  though  the  high  yen 
has  made  American  auto  imports 
more  competitive,  Detroit  will  come 
away  with  about  1%  of  Japan's  mar- 
ket this  year. 

About  the  best 
that  the  Adminis- 
tration can  hope  to 
gain  from  the  trade 
tussle  is  a  volun- 
tary agreement  by 
Japanese  carmakers 
to  buy  more  U.  S. 
auto  parts  both  in 
Japan  and  in  the 
U.  S.  Even  that  will 
be  tough.  Most  Japa- 
nese plants  in  the 
U.  S.  already  buy  a 
great  many  small 
^         parts  locally.  But  ex- 
perts expect  the  Jap- 
anese companies  to 
continue  bringing  in 
most  big-ticket  items, 
such  as  engines  and  trans- 
missions, from  home.  In  Japan, 
U.  S.  suppliers  such  as  Tenneco  Inc. 
want  to  boost  sales  of  parts,  but 
they  still  face  a  variety  of  obstacles, 
from  complicated  rules  for  parts  ap- 
proval to  closed  distribution  systems 
controlled  by  the  auto  makers. 

On  the  plus  side,  some  Big  Three 
executives  argue  that  taking  on  Ja- 
pan will  improve  Detroit's  access  to 
other  booming  markets,  from  India 
to  Vietnam.  Even  so,  that's  an  insuf- 
ficient reason  to  pick  a  monumental 
fight  with  Japan.  Japan's  economy  is 
undeniably  plagued  by  Byzantine 
regulatory  policies.  But  without  clear 
U.  S.  industry  intentions  to  compete 
with  Japanese  carmakers  on  their 
own  tuif,  it  doesn't  make  sense  to 
wage  trade  war  to  gain  entry. 

Woodruff  covers  the  auto  industry 
from  Detroit. 
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COMiyiENTARY 

By  John  Templeman 


WHEN  WILL  GERMANY  STOP  SLEEPWALKING? 


The  German  economy  is  growing 
at  a  brisk  3%  rate,  and  corpo- 
rate profits  should  jump  more 
than  40%  this  year.  Anywhere  else, 
it  would  be  time  to  celebrate  after 
four  years  of  tough  cost-cutting.  But 
in  Germany's  executive  suites,  a 
deepening  pessimism  has  doused  the 
party  mood.  "This  country  is  in 
trouble,"  asserts  one  prominent 
businessman. 

Peer  behind  the  economic  data  and 
you  can  see  why  business  is  in  such 
a  funk.  Wages  are  high  and  rising, 
hefty  social  security  taxes  ai'e  in- 
creasing, and  the  over- 
valued Gennan  mark  is 
menacing  the  export-led 
recoveiy.  Worse  yet, 
everyone  is  blaming 
someone  else.  Seen  from 
the  boardroom,  the  cul- 
piits  ai'e  dilatory  govei-n- 
ment  and  gi'eedy  labor 
unions.  In  union  commit- 
tee rooms  and  Bonn  Cab- 
inet offices,  even  if  it 
sees  the  problems,  each 
gi'oup  fingers  the  other 
two  as  the  guilty  parties. 

In  reality,  there  are  no 
innocents  in  Germany's 
slow-motion,  but  deep- 
lomning  crisis.  The  key 
problem  is  that  govem- 
ment,  labor,  and  business  1  he  huge  wage 

all  cling  to  the  outmoded  increases  won  by 

social  consensus  that  en-  nietalworkers 
sui-ed  labor  peace  and        i  uu   •  P 
nurtured  economic  sue-     ClODDei'  vjemian 
cess  after  1945.  Trouble  competitiveness 
is,  the  old  social  pact  de- 
pended heavily  on  two  hidden  pillars 
Relatively  protected  national  mar- 
kets and  widespread  capital  controls 
that  shielded  Germans  from  too 
many  outside  pressures. 
DISMAL  RESULTS.  But  now  the  Asian 
Tigers  have  elbowed  their  way  into 
world  markets,  while  the  fall  of  the 
Berlin  Wall  has  allowed  millions  of 
skilled  but  low-paid  workers  to  com- 
pete with  Westera  Europe's  laborers 
In  finance,  billions  of  dollar's  of  hot 
money  now  slosh  around  the  globe 
daily,  swiftly  distorting  one  national 
economy  after  another.  Even  Germa- 
ny risks  punishment  by  the  traders. 


The  trigger  won't  be  bloated  gov- 
ernment debt  of  the  sort  that  causes 
runs  on  the  Italian  cuirency.  It  will 
be  the  terrible  performance  of  Ger- 
man comparries  burdened  by  their 
high  costs.  Return  on  equity  in  Ger*- 
many,  figures  Morgan  Stanley,  is 
about  6.75%,  well  below  the  16%  in 
Britain  and  17%-plus  in  the  U.  S.  If 
such  dismal  results  persist,  investor's 
will  shrm  German  securities  for  op- 
portunities elsewhere.  "[Foreign]  cap- 
ital is  free  to  move  and  look  for  the 
best  returns,"  says  Markus  Rosgen, 
Germany  analyst  at  Morgan  Stanley 


OVERPAID? 


&  Co.  Inter-national  Ltd.  in 
London.  "It  doesn't  care 
whether  Germans  believe  in 
some  sort  of  social  [welfare] 
market  capitalism." 

Yet  most  Germans  ar"e  cu- 
riously unaware  of  the  grav- 
ity of  their  situation.  And 
business  leaders,  who  know 
what's  at  stake,  don't  seem  to  have 
the  stomach  to  tackle  the  problems. 
One  example:  After  two  years  of 
productivity  gains  and  wage  moder-a- 
tion,  engineering  and  metal-wor-king 
employers  conceded  huge  pay  in- 
creases this  spring  to  the  IG  Metall 
union. 

This  makes  a  bad  situation  worse. 
The  German  Auto  Makers  Federa- 
tion (VDA),  estimates  that  U.  S.  and 
Japanese  unit  labor  costs  will  aver- 
age 55%  and  56%,  respectively,  of 
their  German  competitors'  costs  this 
year.  The  contrast  with  Eastern  Eu- 
rope is  even  more  striking.  Says 


Heimich  von  Pierer,  ceo  of  engineer- 
ing giant  Siemens:  "Just  the  increase 
in  hourly  wages  and  benefits  [this 
year]  is  more  than  half  the  total 
hourly  cost  of  a  Czech  worker." 
TAX  ON  TAXES.  Adding  to  Ger-many's 
rninaway  costs  is  the  gold-plated  wel- 
far-e  state.  Social  levies  already  dou- 
ble aver-age  wage  costs,  but  there  is 
still  no  serious  attempt  to  overhaul 
the  system.  Warns  McKinsey  &  Co.'s 
Germany  chairman,  Herbert  Henzler: 
"We  are  just  muddling  through." 

Chancellor  Helmut  Kohl's  govern- 
ment, faced  by  a  strong  Social  Demo- 
crat contingent  in  parlia- 
ment, is  doing  httle.  This 
year,  instead  of  pnaning 
benefits  to  finance  the 
costs  of  long-ternn  elder- 
ly care,  the  government 
slapped  on  an  extra  1% 
payroll  levy.  This  comes 
on  top  of  a  7.5%  sur- 
charge added  to  every 
income  tax  bill,  a  sort  of 
tax  on  taxes,  starting  on 
Jan.  1.  The  payroll  taxes 
are  so  heavy  that  the 
jobless — now  9.6%  of  the 
workforce — are  oft,en 
better  off  staying  on  the 
dole.  Idled  worker's  with 
one  child  get  67%  of  their  previous 
net  pay  for  15  months.  Agrees  a  sen- 
ior Ger-man  official:  "There  are  too 
many  disincentives  to  work." 

It's  clear  what  government,  busi- 
ness, and  labor  should  be  doing. 
Bonn  needs  to  cut  taxes  and  elimi- 
nate $100  billion  in  subsidies  to  spe- 
cial interest  gr'oups.  Business  must 
press  on  with  the  task  of  making 
German  industry  globally  competi- 
tive. Unions  must  realize  that  fight- 
ing for  a  bigger  shce  of  the  national 
cake  is  self-defeating  when  the  cake 
stops  growing.  Yes,  it  means  a  pain- 
ful r-ecr-afting  of  Germany's  cherished 
social  consensus,  which  once  pro- 
duced an  economic  miracle.  But  un- 
less Ger-mans  tackle  this  task,  they 
risk  massive  social  turmoil — with 
frightening  implications  for  Germany, 
Em-ope,  and  the  world. 

Templeman  is  business  week's 
Bonn  bureau  chief. 
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E  CZECH  REPUBLIC  I'chek  ripablikl  •  Premier  Vaclav  Klaus: 
jlatlon  of  10,5  million;  stable  government;  parliamentary  democracy; 
need  budget;  GDP  2,5%;  stable  exchange  rate  1  USD  =  27,8  CZK;  low 
ition  10%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
I  8,4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 

0  CZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
ate  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
itriation  of  profits;  tax  treaties:  U.SA,  Netherlands,  C^rus  and  others 
story:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  10th 
iury  establishment  of  the  Czech  state,  1355  Charles  IV,  Roman 
leror  and  King  of  Bohemia;  1 348  Charles  University  of  PragTje  founded; 

1  proclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 
on  of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
nning  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
erative  Republic;  1990  establishment  "of  HC&C,  The  Bill  of  Rights; 

2  first  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
establishment  of  the  independent  Czech  Republic;  1994  signature 

'artnership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 
of  second  wave  of  privatization;  municipal  elections  confirmed 
sh  citizens  strong  support  for  market  economy  In  November  1994. 


HARVARD  FUNDS  |ha:ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic,  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Harvard  Funds.  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  assets 
under  management;  23  investment  funds;  largest  funds:  Harvard  Dividend 
Investment  Fund  and  Harvard  Growth  Investment  F"und;  listings:  PragTje 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker.  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  Stock 
Exchanges;  largest  holdings:  utilities  25%,  financial  institutions  22%, 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.850% 
(from  May  1,  1992  to  December  16.  1994:  1.035  CZK.  i.e.  the  price  of 
a  voucher  book),  average  annual  return  three  hundred  and  fifty  percent, 
350%;  discount  to  Net  Asset  Value  62%  as  of  16  December,  1994  on  PSE  (last 
trading  day  for  the  year:  December  16.  19941;  dividend  per  share  132  CZK 


Harvard  Funds 

The      Czech  Republic 


ning:  Advertisement  appears  for  information  only.  It  does  not  constitute  an  offer  to  buy  or  sell  securities.  None  of  ttiese  securities  have  been  approved  for  purchase 
lie  by  any  authority  outside  the  Czech  Republic.  Contact  address  and  phone:  Nam.  Hrdinu  4B.  140  00  Praba  4  •  phone  00-42-2-6106  1  1  21,  fax  00-42-2-6106  44  44. 


International  Business 


RUSSIA 


AND  YOU  THINK 

YOU'VE  GOT  TAX  PROBLEMS 

Russia's  madcap  system  has  foreign  investors  despairing 


Until  the  taxman  showed  up,  every- 
thing was  bubbling  along  just  fine 
for  Coca-Cola  Co.  About  a  year 
ago,  the  soft-drink  giant  opened  a  new 
bottling  plant  near  Moscow — the  first 
of  $100  million  in  investments  planned 
for  the  fast-growing  Russian  market. 
Coke  is  racing  to  grab  market  share 
from  archrival  PepsiCo  Inc.,  which  got 
there  first. 

Then  this  spring,  Russian 
authorities  without  warning 
scrapped  a  tax  exemption 
on  imported  construction 
materials  used  at  the  plant, 
assessing  Coke  a  cool  $1.4 
million.  In  late  March,  Coke 
got  another  surprise  tax  biU 
for  about  the  same  amount, 
as  the  government  suddenly 
hit  foreign  companies  with 
an  "excess  wage"  tax  of  up 
to  38%  for  virtually  all  of 
their  Russian  employees — 
retroactive  to  Jan.  1,  1994. 
Payment  is  supposed  to  be 
delayed  until  September, 
but  Coke  is  taking  n(i 
chances  on  penalties.  "It's 
not  clear  that  it  has  been 
deferred,  so  we're  paying 
for  all  of  our  employees," 
says  Jack  Robinson,  Coke's 
regional  legal  counsel. 
BOUNTY  HUNTERS.  Most  for 
eign  business  executives  in 
Russia  say  they  can  handle 
political  coups,  gyrating  ni 
ble  rates,  and  high  inflation 
But  the  nation's  capricious 
tax  system  can  do  them  in. 
It's  not  that  Russian  tax 
rates  are  so  high— they 
generally  are  in  line  with 
those  throughout  Europe.  The  problem 
is  that  many  taxes  spring  out  of  the 
blue  and  carry  heavy  retroactive  penal- 
ties— often  three  times  the  amount  due. 
Tax  cops  get  extra  pay  linked  to  the 
amount  they  bring  in  from  penalties. 
There's  little  chance  for  appeal.  If  for- 
eign companies  don't  pay,  inspectors  can 
fi"eeze  their  bank  accounts,  putting  them 
out  of  business. 

Foreign  businesses  aren't  singled  out 
for  such  cruel  tax  treatment — the  same 


rules  apply  to  everyone.  It's  just  that 
many  Russian  companies  find  ways 
around  them,  from  offshore  shelters  in 
Switzerland  or  the  Isle  of  Man  to  out- 
right bribery  of  officials.  The  Finance 
Ministry  estimates  that  while  most  for- 
mer state-owned  enterprises  pay  their 
taxes,  newer  businesses  renege  on  up  to 
70%  of  what  thev  owe.  At  least  40%.  of 


Fius.-iaii  liusiMcs.-,!'^  |iay  iid  taxes  at  all. 

The  Kremlin  is  under  increasing  pres- 
sure to  collect  taxes.  The  International 
Monetary  Fund  insists  that  the  govern- 
ment cut  spending  and  boost  revenues 
as  a  condition  for  receiving  billions  in 
aid  and  loans.  In  a  corruption-ridden 
environment,  foreign  companies  accus- 
tomed to  playing  by  the  rules  are  easier 
targets  than  local  startups. 

Angry  that  Russia  is  milking  U.  S. 
cash  cows,  the  American  Chamber  of 


Commerce  in  Moscow  urged  Treasu 
Secretaiy  Robert  E.  Rubin  to  bring  t 
tax  matter  up  during  the  Clinton- Yeltj 
summit  on  May  9-10.  Rubin  did  discu 
it  with  reformist  Deputy  Prime  Minist 
Anatoli  B.  Chubais,  but  he  got  litt 
more  than  sympathy. 

The  irony  is  that  Russia  is  shootii 
itself  in  the  foot  over  taxes.  It  bad 
needs  foreign  investment,  but  the  t 
system  is  driving  foreigners  away.  Ta 
Huntsman  Chemical  Corp.  of  Salt  La 
City,  which  in  1989  took  a  51%  share 
a  joint  venture  with  Marriott  Inter 
tional  Inc.  and  Aeroflot  to  make  plas 
cups  for  the  Soviet  carrier.  Huntsm; 
invested  .$2  milUon.  In  short  order,  ta 
es  shot  up  to  more  than  $800,000 
yeai" — when  sales  were  still  only  $1  m 
lion.  "There  were  threa 
that  if  you  don't  pay  inur 
diately,  we'll  shut  y 
down,"  says  Michael 
Eades,  vice-president  f 
packaging.  Last  yes 
Huntsman  baOed  out  of  t 
venture. 

CATCHY  TUNE.  Russian  t 
experts  agree  that  they" 
got  a  big  problem. 
know  that  because  of  t. 
instability  of  taxes,  Wef 
'.■rn  firms  can't  plan  th( 
work,"  says  Alexander 
Ivaneev,  a  tax  policy  of 
cial  at  the  Finance  Mini 
try.  The  problem  is  coi 
.  pounded  by  the  Big  S 
Western  accountants 
Moscow,  which  can  wrei 
liavoc  on  foreign  compani 
liy  giving  contradictory  aif 
vice  or  interpreting  til.i 
lules  too  liberally.  1 ' 

Still,  Ivaneev  and  oth{i 
t  ax  officials  argue  that  ti  l 
four-year-old  tax  syste;| 
needs  time  to  mature.  Tl? 
Finance  Ministry  hopes  h 
present  a  comprehensi'' 
tax  code  for  parliamenta 
approval  later  this  yes 
There  also  are  proposals 
-    reward  tax  inspectors  f 
the  revenues  they  collect  rather  th: 
the  penalties  they  issue. 

But  one  idea  to  spiff  up  the  tax  sj 
tern  comes  straight  from  a  leftover  S 
viet  mind-set.  The  inspectorate  wan 
to  hold  a  pubUc  competition  to  compo 
a  new  anthem:  The  March  of  the  T( 
Police.  Hardly  a  catchy  tune  for  fc 
eigners  struggling  to  do  business 
Russia. 

By  Peter  Galuszka  in  Moscow,  wi 
Sandra  Dallas  in  Denver 
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THE  PENTIUM'S  FULL  POTENTIAL. 


When  the  rush  was  on  to  introduce 
a  notebook  with  a  Pentium"  processor, 
Texas  Instruments  decided  to  do  what 
others  thought  couldn't  be  done. 

We  created  a  notebook  that  maximizes 
Pentium  performance  by  integrating 
%ll  PCI  bus  architecture  in  our  Texas 
hstruments  TravelMate" 5000. 

And  for  flexible  connectivity,  we 
designed  a  way  to  allow  external  access 
from  the  PCI  bus  to  the  latest  peripherals. 

It  was  a  challenge  we  addressed  for  two 
simple  reasons:  to  give  users  true  desktop 
Pentium  performance  for  faster  running 
wftware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Windows  95® 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there. 
We  added  a  second  lithium  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


75  MHz  Pentium  processor  unth  PCI  Bus 

lOA"  Active  Malm  or  10.5"  Dual  Scan  displays 

2MB  Video  memory 

8MB  RAM,  expandable  to  32MB 

810  million  bytes  (=  772MB )  or  524  mUlion 
byt£s  (=500MB )  Hard  Disk  Dnves* 

Multimedia  paekage:  Built-in  16-bit  sound, 
internal  .speaker  and  dual  mode  mkrophone 

Two  Lithium,  ion  tiattery  packs 

Serial  infrared  port  for  wireless  connectivity 


Warranty  may  vary  from  country  to  country.  Contact  your  local  TI  office  for  details.  Batteries  and  options  are  covered  by  a  one  year  limited 
warranty.  TYavelMate  and  "Extending  Your  Reach"  are  trademarks  of  Texas  Instruments  Windows  95  is  a  registered  trademark  of  Microsoft 
Corporation.  Pentium  is  a  trademark  and  the  Intel  Inside  logo  Is  a  registered  trademark  of  Intel  Corporation.  *Depending  on  model  ®  1995 TI 


EXTENDING     YOUR  REACH"" 

Texas 
Instruments 


Forty-one  firefighters  couldn't  put  it  out 


Baked.  Drenched.  Tested  to  the 
extreme.  A  Motorola  cellular  phor 
stands  tough  m  the  face  of  torture 
Just  ask  Danielle  Behe,  whose 
phone  came  back  from  the  ashes 
of  a  three-alarm  fire.  Motorola. 
The  best-selling,  most  preferred 
cellular  phones  m  the  world. 


lal  lulk-as  .icliul  c 


1-800-331-6456  iM/jnd  Mni,.roU.ir.'  ir,iJi  m..rksol  Molunil-i  lni  ©l«<J4  Mulumlj, In. 
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IHINA:  MOVE  OVER,  KARL  MARX- 
lERE  GOMES  CONFUCIUS 


|hina  watchers  have  noticed  a  subtle  shift  in  the  behavior 
_  of  President  Jiang  Zemin.  Long  a  colorless  party  boss,  Ji- 
r  ang  is  showing  another  dimension.  He  has  begun  sprink- 
r  his  speeches  with  classical  poetry.  He  urges  youths  to  re- 
cover Peking  opera.  And  he  praises  the  values  of 
nfucius,  the  ancient  Chinese  philosopher  long  scorned  by 

communists. 
With  communism  rapidly  losing  relevance,  Jiang 
i  other  senior  leaders  are  casting  about  for 
nething  to  replace  it  in  the  post-Deng  Xiaoping 
I.  Their  new  mantras  are  old  ones:  patriotism 
1  so-called  Chinese  values,  particularly  respect 

authority.  "When  leaders  speak  in  communist 
minology,  nobody — including  most  of  the  gov- 
iment — listens  anymore,"  says  Ding  XueUang,  a 
rner  mainland  ideological  theoretician  now 
ied  in  Hong  Kong.  "So  they  are  using  national- 
1  and  Confucianism  as  substitutes  for  a  dis- 
'dited  ideology." 

'RAL  COMPASS.  It's  far  from  clear  that  this  im- 
i  makeover  will  be  enough  to  make  Jiang  the 
it  paramount  leader.  But  whoever  the  next 
ongman  is,  he  wdll  likely  keep  harping  on  the 
:ial  stabiUty  and  high  ethical  standards  that 
!  at  the  heart  of  Confucianism.  That's  because 
ina's  leaders  are  searching  for  a  way  to  main- 
a  a  grip  on  an  increasingly  skeptical  and  frag- 
nted  society.  And  they  realize  that  the  pubUc, 
rmed  by  the  corruption,  crime,  and  sheer  greed 
■t  have  accompanied  China's  economic  takeoff,  wants  its  mo- 
compass  restored. 

This  renewed  interest  in  Confucianism  is  somewhat  bizarre 
ause  until  recently,  the  communists  denounced  it  for  foster- 
:  an  ehtist  class  system  that  kept  the  masses  dovm.  Now, 
!  national  best-seller  lists  feature  books  on  such  figures  as 
ng  Guofan,  the  19th  century  Confucian  scholar-turned- 
rlord  credited  with  saving  the  corrupt  and  crumbling  Qing 


Communism  is 
discredited-but 
Confticianism 
favors  respect 
for  authority 


Dynasty  by  putting  down  a  popular  rebellion.  And  in  Novem- 
ber, Beijing  hosted  the  inaugural  meeting  of  the  Intema- 
tional  Confucian  Assn.  The  featured  speaker:  Singapore  Sen- 
ior Minister  Lee  Kuan  Yew,  the  most  vocal  advocate  of 
"Asian  values." 

Traditional  values  have  been  talked  up  in  Jiang's  recent 
anticorruption  sweep.  The  official  news  agency,  Xinhua,  re- 
>  .  •  cently  prescribed  a  revival  of  Confucianism  as 
"good  medicine"  to  treat  the  "crisis  of  morahty" 
that  it  blamed  on  Deng's  market  reforms.  But 
despite  such  high-minded  rhetoric,  Jiang  seems  to 
be  mainly  interested  in  ousting  such  political  rivals 
as  deposed  Beijing  party  chief  Chen  Xitong. 

Still,  the  search  for  a  way  to  adapt  traditional 
social  norms  to  modem  China  goes  beyond  the 
cynical  seLf-interest  of  politicians.  A  number  of 
bureaucrats,  businesspeople,  and  intellectuals  be- 
lieve today's  Singapore,  Taiwan  under  Chiang 
Kai-shek,  and  South  Korea  under  late  dictator 
Park  Chung-Hee  ai'e  all  useful  models  for  China 
in  its  transition  phase.  All  three  promoted  Confu- 
cianism to  underpin  one-party  rule  but  left  man- 
agement of  the  economy  to  a  technocratic  eUte.  If 
China  follows  these  models,  technocrats  are  Uke- 
ly  to  gain  a  larger  say  in  mnning  the  economy. 
I  But  whether  the  present  communist  elders  can 
I  pass  themselves  off  as  the  standard-bearers  of 
I  China's  glorious  past  is  another  question.  Clearly, 
. .'  Jiang's  paeans  to  classic  opera  and  poetry  are 
falhng  on  deaf  ears  among  younger  Chinese,  who  are  more 
interested  in  pop  music  and  getting  rich.  And  Jiang  him- 
self, who  also  wants  the  support  of  party  hard-hners,  hasn't 
thrown  away  his  Mao  suits.  Not  long  ago,  he  declared  that  "to 
achieve  communism  is  the  highest  pursuit  of  our  life."  Such 
mixed  messages  suggest  the  party  will  go  with  whatever 
works  as  it  tries  to  avoid  history's  ash  heap. 

By  Pete  Engardio  in  Hong  Kong 


GLOBAL  WRAPUP 


NEW  MEDITERRANEAN  FORCE 

In  an  attention-grabbing  move, 
'ranee,  Spain,  and  Italy  are  forming 
)int  rapid-action  forces  that  include 
aval,  air,  and  land  units.  Under  an 
greement  initialed  on  May  15  in  Lis- 
on,  a  trinational  command  separate 
'om  NATO  will  be  set  up  next  Novem- 
er  in  Florence  to  coordinate  the  new 
)rce,  called  Eurofor,  which  could 
raw  on  some  12,000  troops.  Eurofor 
!  to  be  prepared  for  peacekeeping 
perations  as  well  as  evacuation  of 
luropeans  from  troubled  areas. 


This  is  a  sign  of  growing  concerns, 
particularly  in  southern  Europe,  over 
instability  in  North  Africa,  the  former 
Yugoslavia,  and  the  Mideast.  The 
European  countries  worry  about 
being  inundated  with  refugees  from 
areas  such  as  Algeria  as  well  as  the 
radicalization  of  their  own  immigrant 
communities. 

HUNGARY  TO  PRiVATiZE 

►  After  six  months  of  dithering  and 
taking  flack  from  the  international  fi- 
nance community,  Hungary  has 
pushed  a  privatization  law  through 


parliament.  Although  further  glitches 
are  possible,  the  law  should  make  it 
easier  for  foreign  investors  to  nego- 
tiate to  buy  state  properties.  Those 
likely  to  go  on  the  block  include  elec- 
tric utility  MVM  and  oil-and-gas  com- 
pany MOL.  The  government  probably 
will  also  float  a  further  stake  in  the 
state  telecom  provider,  Matav,  which 
is  already  30%  owned  by  Deutsche 
Telekom  and  Ameritech.  Such  sales 
may  pull  in  $1.25  billion  by  yearend. 
These  moves  are  meant  to  show  that 
Socialist  Prime  Minister  Gyula  Horn 
is  serious  about  continued  reform. 


"Running  a  small  business 
today  Is  challenging  enough 
without  having  to 
worry  II  you're  getting 
the  best  prices  on 
office  products. " 

"Steve  Landesberg 

That's  why  every  week,  2  million  businesses 
just  like  yours  rely  on  Office  Depot  for  all 
their  office  supply  needs.  Because  every  day, 
Office  Depot  guarantees  low  prices  on  the 
best  selection  of  office  products  in  Amenca. 

Our  stores  are  as  big  as  warehouses,  stacked 
to  the  ceiling  with  thousands  of  office  supplies, 
computers,  business  machines,  software, 
furniture,  everything  your  business  needs.  Even 
printing,  copying,  Dun  &  Bradstreet  credit  reports 
and  mailing  lists. 

And  every  item  in  our  store  is  published  in  our  colo 
catalog,  so  you  can  order  by  phone  or  fax  and 
receive  guaranteed  delivery  next  business  day.* 

Nobody  buys  for  less.  Nobody  sells  for  less  than 
Office  Depot.  We've  become  the  #1  office  products 
retailer  in  the  country  simply  by  taking  care  of 
business  for  small  companies  like  yours! 

For  a  Free  Catalog,  call  1-800-685-8800. 


Taking  Care  Of  Business! 


OFFICEDEPOT 


Over  420  Locations  In  35  States  and  the  District  of  Columbia:  Alabama,  Arkansas.  Arizona,  California,  Colorado,  District 
of  Columbia,  Florida,  Georgia,  Hawaii,  Idatio,  Nlinois,  Indiana,  Iowa,  Kansas,  Kentucky,  Louisiana,  Maryland,  Minnesota,  Mississippi, 
Missouri,  Michigan,  Nebraska,  Nevada,  New  Mexico,  North  Carolina,  Ohio,  Oklahoma,  Oregon,  Pennsylvania,  South  Carolina, 
Tennessee,  Texas,  Virginia,  Washington,  West  Virginia,  Wisconsin. 

'All  phone  orders  received  by  5  pm  and  all  fax  orders  received  by  3  pm  are  delivered  the  next  business  day  within  local  trading  area. 
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TRATEGIES 


DID  LABAH  GUZZLE 
rOO  MUCH  TOO  FAST? 

he  Canadian  brewer's  last  setback:  A  bad  deal  in  Mexico 

George  S.  Taylor, 
the  dour  CEO  of 
John  Labatt 
Ltd.,  was  almost 
ddy   when   he  an- 
)unced  plans  last  July 
'  pay  $510  million  for 
22%  stake  in  Mexi- 
m    brewer  Femsa 
9rveza.  After  years  of 
■eking  growth  beyond 
le  flat  Canadian  beer 
arket,  Canada's  sec- 
id-largest  brewer  had 
acked   one  of  the 
orld's  most  promising 
arkets.    "We  have 
sarly  positioned  our- 
Ives    for  growth," 
lylor  crowed.  Paul  A. 
jlcker,  former  Feder- 
Reserve  chairman, 
)w  of  James  D.  Wol- 
nsohn  Inc.,  Labatt's 
vestment  banker, 
tared  his  exuberance. 
)lcker  called  the  deal 
,  landmark  transac- 
)n  in  the  post-NAFTA 
ivironment." 
Barely   10  months 
ter,  that  landmark 
aks  more  Uke  a  land 
ine.  With  the  collapse  of  the  peso  at 
e  end  of  last  year,  Labatt  says  it  will 
ive  to  take  a  $219  million  wi'itedowTi 
I  its  Mexican  investment  in  the  fiscal 
sar  ended  Apr.  30.  And  vfith  the  Mex- 
m  economy  reeUng,  Taylor  concedes 
e  Femsa  deal  is  likely  to  hurt  La- 
itt's  earnings  for  the  next  two  years, 
nalyst  Jacques  Kavafian  of  Levesque 
jaubien  Geoffrion  Inc.  estimates  that 
ibatt's  net  earnings  will  climb  only 
h  in  the  fiscal  year  that's  just  ended, 
$118  million,  as  its  revenues  rise  35%, 
$2.3  bilUon.  And  the  financial  fallout 
ntinues.  The  Canadian  Bond  Rating 
!rvice  on  Mar.  16  issued  a  "negative" 
itlook  for  the  company's  debt,  after 
anting    out    that    the  Mexican 
ritedown    would    raise  Labatt's 


CEO  Taylor  urges  patience~but 
shareholders  and  hostile  bidders 
may  not  wait  for  a  payoff 


debt-to-equity  ratio  to  58%,  from  44%. 

The  Femsa  fiasco  is  the  latest  of  sev- 
eral setbacks  that  have  infuriated  share- 
holders and  set  off  speculation  among 
analysts  that  the  company  may  be  ripe 
for  a  takeover.  Already,  Onex  Corp., 
Canada's  leading  leveraged-buyout  firm, 
disclosed  on  Apr.  14  that  it  was  evaluat- 
ing Labatt  as  a  possible  "acquisition  op- 
portunity." It's  clear  that  many  investors 
are  unhappy  with  Taylor's  strategy  to 


expand  into  global  beermaking,  sports, 
and  entertainment.  From  its  1992  peak 
of  around  22,  Labatt  stock  has  tumbled 
30%,  to  about  16.  "Most  of  their  thrusts 
have  failed,"  gi'ouses  Ian  Joseph,  vice- 
president  of  Altamira  Management  Ltd., 
one  of  Labatt's  institutional  investors. 

For  the  time  being,  Taylor,  54  and  a 
35-year  Labatt  veteran,  is  holding  firm. 
Although  he  concedes  the  Femsa  deal 
has  put  Labatt  "in  a  potentially  vulner- 
able position,"  he  insists  the  company 
isn't  for  sale  and  vows  to  defend  it 
against  any  hostile  bids.  "I  share  some 
of  the  frustration  with  the  time  it's  tak- 
en" to  execute  the  strategy,  he  confess- 
es. To  assuage  restive  shareholder  he  is 
trying  to  sell  some  of  Labatt's  sports 
and  entertainment  assets,  including  half 
of  its  90%  stake  in  the  Toronto  Blue 
Jays,  to  pay  off  some  debt. 
STEADY  PROGRESS.  Labatt's  chief  ex- 
ecutive certainly  has  gone  a  long  way 
toward  remaking  the  148-year-old  brew- 
ery. After  taking  charge  in  1992,  Taylor 
sold  off  the  company's  low-margin  food 
and  dairy  units,  while  improving  the 
profitability  of  Labatt's  core  $1.3  biUion 
Canadian  brewery  business.  Aggressive 
marketing  has  helped  Labatt  capture 
45%  of  the  Canadian  market,  up  from 
41%.  The  net  result:  Operating  profits  at 
the  Canadian  brewery  nearly  doubled 
last  year,  to  $192  million.  Moreover,  La- 
batt's net  profit  came  in  at  $115  million 
in  fiscal  1994,  up  17%.,  on  less  than  half 
the  revenue  it  had  in  1991.  Even  an 
executive  at  archrival  Molson  Breweries 
calls  Labatt's  "a  very  credible  perfor- 
mance in  a  market  where  there's  no 
significant  grov:i:h  at  all." 

Elsewhere,  Labatt  has  made  steady 
progress  building  market  share  for  its 
beer  operations  outside  Canada.  Ana- 
lyst Michael  Palmer  of  Equity  Research 
Associates  figures  Labatt  has  invested 
more  than  $275  million  in  Bin-a  Moretti, 
Italy's  third-largest 
brewer,  and  a  net- 
work of  500  pubs  in 
Britain.  Labatt's  La- 
trobe  Brewing  Co.  has 
also  made  impressive 
gains.  Since  Labatt 
acquired  fuU  control  of 
the  Pennsylvania  company  in  1988,  sales 
of  its  key  brand.  Rolling  Rock,  have 
doubled.  It's  now  the  eighth-largest 
brewer  in  the  U.  S. 

Still,  the  foreign  ventures  haven't 
produced  the  bottom-line  results  that 
cheer  shareholders.  In  expanding  its 
European  beer  operation,  Labatt  lost 
$2  million  last  year.  Meanwhile,  Labatt 
earned  just  $3  million  on  U.  S.  sales  of 
$169  million.  Taylor  blames  marketing 
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costs  for  sapping  profits.  "It  takes  a 
long  time  to  build  a  beer  franchise,"  he 
says,  adding  that  fiscal  1995  results,  to 
be  released  shortly,  will  show  sharply 
improved  earnings  in  the  U.  S.  and 
Europe. 

While  conceding  that  Taylor's  U.  S. 
and  European  bets  may  eventually  pay 
off,  shareholders  and  analysts  complain 
that  his  tenure  has  been  marked  by 
poorly  thought-out  and  executed  moves. 
Just  one  example:  Labatt's  legal  tussle 
with  Anheuser-Busch  Cos.  Anheuser 
sued  Labatt  in  1993  after  the  Canadian 
company  tried  to  win  U.  S.  trademark 
protection  for  the  name  "ice  beer."  La- 
batt contends  it  invented  the  process 
for  making  the  smooth-tasting  beer  On 
Feb.  11,  a  St.  Louis  juiy  i-uled  that  ice 
beer  was  not  a  trademark  and  awarded 
Anheuser  $5  miUion  in  punitive  dam- 
ages. Labatt  is  appealing  the  decision, 
but  industi-y  insiders  say  an  angiy  An- 
heuser could  cancel  Labatt's  lucrative  li- 
censing contract  to  brew  Budweiser  in 
Canada.  Labatt  dismisses  such  specula- 
tion as  absurd.  But  a  rival  beer  execu- 
tive says  Anheuser  "wants  to  get  out  of 
the  contract,"  since  Labatt  keeps  most 
of  the  profits  Bud  generates  in  Canada. 
Anheuser  wouldn't  comment,  except  to 
say  that  terms  of  the  contract  are 
confidential. 

Femsa  is  another  sore  point.  At  the 
time  of  the  deal,  many  shareholders 
complained  Labatt  paid  way  too  much 
for  it.  After  all,  Femsa  has  been  losing 
market  share  since  1988  to  Grupo  Mod- 
elo,  Mexico's  No.  1  brewer,  owned  17.7% 
by  Anheuser  And  as  tariffs  fall  under 
NAFTA,  analysts  suspect  Mexico  may  be 
swamped  with  U.  S.  brands.  Philip  Mor- 
ris Cos.'  Miller  Brewing  Co.  turned 
down  an  opportunity  to  buy  the  same 
stake  in  Femsa  because  it  felt  the  price 
was  too  high.  With  the  peso's  devalua- 
tion. Palmer  of  Equity  Research  figures 
Labatt's  stake  is  now  worth  just  $175 
miUion — $;i35  million  less  than  it  paid. 
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In  response,  Taylor  says  no  one  could 
have  predicted  Mexico's  financial  melt- 
dowm.  But  he  insists  Labatt's  Mexican 
expansion  will  eventually  generate  sig- 
nificant returns.  True,  beer  consump- 
tion in  Mexico,  measured  in  volume 
sales,  will  shrink  6%  this  year,  because 
of  the  economic  crisis, 
according  to  -Jose  An- 
tonio Fernandez  Carba- 
jal,  director  general 
of  Femsa  Cerveza's 
parent  company.  But 
historically,  Mexican 
beer  consumption  has 
recovered  quickly  from 
downturns. 

Taylor  claims  he  is 
sensitive  to  the  con- 
cerns of  investors,  but 
he  doesn't  believe 
they're  doing  all  that 
badly.  Including  special  dividends  and 
stock  paid  to  shareholders  in  recent 
years — much  of  it  from  the  company's 
spin-off  of  its  daily  operations — Labatt 
reckons  its  shares  have  yielded  a 
healthy  annual  return  of  10.8%  over  the 
past  five  yeai's. 

BYE-BYE  BLUE  JAYS.  Meanwhile,  Taylor 
is  also  trying  to  repair  the  company's 
balance  sheet,  by  selling  half  of  Labatt's 
share  in  the  Toronto  Blue  Jays  to  its 
partners  in  the  Sky-Dome.  Within  a 
year,  Taylor  also  hopes  to  unload  La- 
batt's rock  concert  promoter,  bcl  Enter- 
tainment. Still,  these  sales  ai-en't  likely 
to  make  a  big  dent  in  Labatt's  $643  mil- 
lion of  long-term  debt.  Analyst  Kavakian 
of  Levesque  Beaubien  Geoffrion  esti- 
mates that  Labatt's  interest  expense 
will  nearly  double  in  the  cuirent  fiscal 
year,  to  $64  million. 

Despite  the  planned  asset  sales,  Tay- 
lor says  Labatt's  future  remains  closely 
tied  to  sports  and  entertainment.  He's 
already  looking  to  expand  Labatt  Com- 
munications Inc.,  which  owns  English- 
and  French-language  cable  sports  net- 
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works.  Both  are  highly  profitable,  bi 
the  household  penetration  of  cable 
neai"  its  satm-ation  point  in  Canada.  1 
expand  viewership  and  advertising  oj 
portunities  outside  Canada,  Taylor 
talking  with  U.  S.  networks  such  s 
ESPN  Inc.  and  Fox  Inc.  about  taking 
20%  stake  in  LCi.  Ai 
other  possibility:  t 
swap  part  of  Lci  wit 
a  Canadian  broadcas" 
er  for  another  broa< 
cast  outlet.  In  all,  Ta; 
lor  is  willing  to  pai 
with  49%  of  LCI. 

Although  Taylor  b 
lieves  his  strateg 
has  considerable  meri 
shareholders  seem  u: 
v/illing  to  wait  for  ri 
suits.  Last  Septembe 
institutional  holdei 
voted  down  a  poison-pill  plan  Tayk 
pi-oposed  that  would  have  allowed  L 
batt  to  issue  more  stock  to  fend  off 
hostile  bid.  It  was  the  first  time  a  mai 
agement-supported  pill  had  been  defea 
ed  in  Canada,  and  that  sent  an  ope 
invitation  to  takeover  bidders.  Analysi 
expect  that  an  acquirer,  such  as  One: 
would  sell  most  of  Labatt's  businesses  i 
repay  some  of  the  estimated  $1.8  bi 
lion  pur-chase  cost,  keeping  just  the  C; 
nadian  brewery  or  broadcasting  arm. 

Some  analysts  suggest  that  the  finai 
cial  fallout  fi'om  the  Femsa  deal  mak« 
an  imminent  takeover  unlikely.  If  that 
the  case,  some  shareholders  say  the 
may  take  matters  into  their  own  hanc 
by  proposing  an  alternative  list  of  dire 
tors  at  this  year's  annual  meeting.  TI 
"most  meaningful  way  to  drive  vali 
might  be  to  shake  up  management 
says  one.  The  message  to  George  Tayk 
is  clear:  Patience  may  not  be  the  virti 
he  thinks  it  is. 

By  William  C.  Symonds  in  Toront 
with.  Elisabeth  Malkin  in  Montem 
and  Richard  Melcher  in  Chicago 


Labatt's  Expansion  Program  Leaves  It  Flat 

The  Canadian  brewer's  diversification  strategy  has  had  mixed  results.  Its  major  operating  units  include: 


CANADIAN  BREWING 

Second- 
largest 
brewer  . 
after 
Molson, 
with  45% 
of  Canadian 
beer laarket 
OPERA:  IMG  MARGIN:  22% 

DATA:  COMPANY  HEPORTS 


INTERNATIONAL  BREWING 

Owns 
breweries 
in  the  U.S.| 
and  Italy 
and  pubs 
in  Britain;  has  stake 
in  a  Mexican  brewery 

OPERATING  MARGIN:  1% 


CABLE  NETWORKS 

Owns  TSN 
and  RDS, 
Canada's 
leading 
sports 
networks 


/ 

^  SALES: 
$102 
MILLION 


OPERATING  MARGIN:  28% 


SPORTS 

In  addition  to 
90%  of  the 
Toronto  Blue 
Jays,  Labatt 
has  a  42% 
stake  in  the 
Toronto  Sky-Dome 


$49 
MILLION 


OPERATING  LOSS:  -$8  miluon 


ENTERTAINMENT 

Includes 
a  rock 
concert 
promoter 
and  TV 
production 
units 

OPERATING  MARGIN:  0.2% 

BASED  ON  FISCAl  NINE  MONTHS  ENDED  JAN.  31 
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This  announcement  appears  as  a  matter  of  record  only. 


$2,000,000,000 


Limited  Partnership  Interests 


Warburg,  Pincus  Ventures,  L.P 


A  venture  banking  affiliate  of 

Warburg,  Pincus  &  Co. 


The  private  placement  of  limited  partnership  interests 
in  this  ventui'e  banking  fund  has  been  aiTanged  with 
institutional  and  individual  investors. 


E.M.  WARBURG,  PINCUS  &  CO.,  INC. 

NEW  YORK  LONDON  HONG  KONG 


May  1995 
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1*800-786-0785,  ext.  215,  or  call  tke  nearest  autkorized  Sun  reseller.  You  could  wind     ^^^^^^  S^l^^^^ 
4tk  quite  a  few  legs  servers.  See  us  at  SunWORLD '95.  Bootii,  #10^0.  May  23"25.       Tiv:  Nebn-orli  Is  Tlic  Computer's 
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Feb.  11,  1994,  marked  the  beginning  of  the  coup.  Late 
that  night,  J.  Peter  Grace  Jr.,  the  octogenarian  chair- 
man of  W.  R.  Grace  &  Co.,  and  his  youngest  son,  Pat- 
rick, president  of  Grace  Logistics  Sei-vices  Inc.,  tele- 
phoned Grace  Director  Robert  C.  Macauley  to  say  they  had 
something  urgent  to  discuss.  They  immediately  headed  over 
to  Macauley's  West  Palm  Beach  (Fla.)  vacation  home. 

Macauley,  ever  indulgent  of  his  old  friend,  remembers  be- 
ing mystified.  The  company,  after  all,  was  going  great  gims. 

J.P  Bolduc, 
who  had 
been  chief 
executive  for 
just  a  year, 

had  cut  costs  and  sold  $2.1  billion  worth  of  Gi'ace's  extraneous 
businesses  since  becoming  president  in  1990.  Wall  Street 
was  finally  happy  with  the  longtime  laggard:  The  company's 
stock,  at  45"/s  had  jumped  32%  in  less  than  five  months. 
"REALLY  NEGATIVE  WAY."  But  as  soon  as  the  Graces  anived, 
it  was  clear  the  j^roblem  was  Bolduc.  As  the  meeting  wore  on 
into  the  wee  hours  of  the  morning,  Macauley  says  the  Grac- 
es told  him  of  troubling  allega- 
tions they  had  unearthed  against 
Bolduc,  who  had  replaced  the 
elder  Grace  as  ceo  of  the  Boca 
Ra^on  (Fla.)  company  in  Janu- 
ai-y,  1998.  The  Graces  told  Ma- 
cauley that  Bolduc  had  allegedly 
committed  financial  improprie- 
ties that  involved  steering  Grace 
company  business  to  his  friends 
and  to  a  company  on  whose 
boai'd  he  served.  The  Graces' 
"displeasure  with  Bolduc  came 
out  in  a  really  negative  way," 
says  Macauley,  who  agreed  that 
the  allegations  had  to  be  pur- 
sued. "I  wanted  to  investigate 
more  thoroughly,"  he  says. 

With  that  secret  meeting — 
which,  along  with  the  questions 
about  Bolduc's  financial  dealings, 
has  never  been  disclosed  to  the 
full  board — the  Graces  began 
what  appears  to  have  been  a 
concerted,  13-month  campaign  to 
push  Bolduc  from  his  post.  Ma- 
cauley says  none  of  the  allega- 
tions of  sexual  harassment  that 
would  eventually  cost  Bolduc  his 
job  were  raised.  Indeed,  fai'  from 
being  the  key  issue  behind 


THE  PLAYERS  (L-R): 
COSTELLO,  HAMPERS, 
BOLDUC,  AND  GRACE. 
BELOW:  HUMPHREY'S 
LETTER  TO  ONE 
MAJOR  SHAREHOLDER 
TOUTING  HAMPERS 
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t-aUcations. 


After  making  Bolduc  his 
second-in-command,  Peter 
Grace  fell  ill,  and  Bolduc 
became  CEO.  Out  of  Grace's 
shadow,  Bolduc  began  to 
push  the  chairman  aside 
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How  Peter  Grace's 
hidden  campaign  to 
oust  onetime  protege 
J.R  Bolduc  unleashed 
forces  far  beyond  his 
family's  control 
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Bolduc's  resignation,  as  the  company  has  maintained,  a 
BUSINESS  WEEK  investigation  reveals  that  by  the  time  those 
allegations  surfaced  more  than  a  year  later,  they  were  just 
the  most  convenient  cover  for  a  long-planned  corporate 

execution. 

In  fact,  extensive 
interviews  with  more 
than  a  dozen  key 
players — including  directors,  former  and  current  executives, 
and  major  institutional  shareholders— reveal  that  Bolduc's 
ouster  was  the  result  of  a  vicious,  behind-the-scenes  power 
struggle.  It  was  a  battle  that  pitted  Bolduc,  a  voluble,  back- 
slapping  executive  who  naively  believed  his  salvation  lay  in 
managing  the  company  well,  against  the  patrician  Grace 
family  and  a  band  of  loyal,  financially  beholden  directors 
who  resisted  efforts  to  tamper  with  their  private  kingdom. 
SHAREHOLDERS'  VICTORY.  As  befits  a  Greek  tragedy,  all  of 
the  key  players  have  suffered.  Bolduc's  reputation  has  been 
destroyed.  Just  days  before  his  Apr.  19  death  from  cancer, 
Grace  was  forced  to  relinquish  his  position  as  chairman  of 
the  company  he  had  ruled  since  1945.  Son  Patrick,  39,  who 
labored,  several  sources  say,  to  gather  information  damaging 
to  Bolduc,  seems  unlikely  to  ever  run  the  company  his 
great-grandfather  founded  in  1854 — even  though  his  father 
had  talked  openly  of  installing  him  one  day  as  CEO.  And 
Constantine  L.  Hampers,  head  of  Grace's  largest  and  most 
profitable  division.  National  Medical  Care  Inc.,  failed  in  his 
highly  politicized  campaign  to  persuade  the  board  that  he 
was  Bolduc's  rightful  heir. 

Even  Grace's  determination  to  keep  the  company  whole — 
and  independent — has  been  undermined.  Hampers  has 
launched  an  unsolicited  $3.5  billion  takeover  of  the  nmc  unit. 
With  NMC  hkely  to  be  sold — either  to  Hampers  or  a  higher 
bidder — shareholders  say  Grace's  remaining  units  could  also 
become  acquisition  targets.  Wall  Street  investors  are  specu- 
lating that  some  Grace  businesses,  especially  water  treatment 


RESENTFUL: 

Peter  Grace  felt 
betrayed  when 
Bolduc  caused 
one  son  to  leave 
the  company 
in  disgrace 


wace 
Endgame 


and  packaging,  could  soon  draw  bids  from  other  compani 
"I  don't  think  the  company  will  exist  in  its  present  form 
much  longer,"  says  one  major  institutional  shareholder. 

Oddly  enough,  it  is  the  shareholders  who  have  emerg 
victorious.  For  all  the  power  he  vdelded,  Peter  Grace  own 
just  0.005%  of  the  company's  common  shares  outstandii 
And  his  directors — many  of  whom  presided  over  Grace 
two  decades  or  more — shared  a  host  of  social  and  financ 
entanglements  and  refused  to  acknowledge  modem-day  sts 
dards  of  corporate  governance. 

Now,  W.  R.  Grace  has  been  dragged  kicking  and  screami 

into  the  late  20th  centu 
A  newly  chastened  boj 
has  beaten  back  attemj 
by  a  faction  allied  with  t 
Grace  camp  to  inst 
Hampers  as  ceo.  Instei 
the  directors  chose  forn 
American  Cyanamid  Cha 
man  Albert  J.  Coste] 
With  a  trimmed,  more 
dependent  board  and  ti 
of  a  breakup  in  the  a 
Grace  shares  have  jump 
38%,  to  61%  since  Boldu 
resignation.  Despite  t 

  high-level  infighting,  t 

folks  in  the  trenches  ha 
stayed  focused  on  cost-cutting  and  a  restructuring  devised 
Bolduc.  Sales  rose  16%  in  1994,  to  $5.1  billion,  while  open 
ing  income  chmbed  23%,  to  $515  million.  Results  for  t 
first  quarter  were  even  better.  Earnings  from  continui 
operations  shot  up  56%  to  $60.2  million,  and  revenues  climb 
25%  to  $1.4  bilhon. 

A  happy  ending  for  shareholders  seemed  unlikely  in  ei 
ly  1994,  when  Grace  first  began  taking  steps  to  remo 


"I  don't  think  the 
company  will  exist 
in  its  present  form 
for  much  longer," 
says  one  major 
institutional 
investor 


Jan.,1993 

prodding  the  board,  Bolduc  is 
named  CEO.  Peter  Grace,  ill 
with  cancer,  rennains  chairman. 


May,  1993 


J.P.  BOLDUC 


Bolduc  tells 
sharehold- 
ers that  he  will 
divest  extrane- 
ous Grace 
holdings,  such 
as  the  whole- 
sale cocoa 
business  and  a 
frozen  bull 
semen  unit. 


Feb.U,1994:„Ts?r 

Patrick,  a  company  executive, 


LONG  HAUL:  A  truck  at  the 
division  Patrick  Grace  heads 


pay  a  late-night  visit  to  dir 
tor  Robert  Macauiey,  outlit 
allegations  of  financial  im[ 
prieties  by  Bolduc. 

Summer,  1994 

Bolduc  talks  with  Baxter  I 
national  about  a  joint  vent 
with  National  Medical  Car( 
Disagreement  over  who  wi 
head  the  merged  unit  scut 
the  talks. 

Oct.-Nov.,  199 

Son  Peter  Grace  III  misuse 
company  funds.  He  resign; 
and  the  money 
is  repaid  but  Bolduc's 
handling  of  the  matter 
enrages  the  elder  Grace. 

Dec,  1994  „r'' 

Bolduc's  move 
to  centralize 
NMC's  billing 
and  accounting 
in  Grace  head- 
quarters, Ham- 
pers threatens  constant!! 
to  resign.  HAMPERS 


■i 


ilduc,  55.  Current  and  former  Grace  exec- 
ves  say  his  relationship  with  the  much 
uiger  man  had  been  extremely  close,  bor- 
-ing  on  the  paternal,  for  more  than  a 
;ade.  Grace  tapped  the  obscure  manage- 
nt  consultant  as  his  chief  aide  in  1982, 
en  Bolduc  joined  him  at  a  federal  cost- 
ting  group  that  became  known  as  the 
ice  Commission.  The  next  year,  Bolduc 
aed  W.  R.  Grace  as  a  senior  executive 
i  became  Grace's  right-hand  man. 
Bolduc  made  himself  indispensable  to  the 
ckly  tycoon,  who  always  wore  a  loaded 
tol  strapped  to  his  leg.  He  oversaw  the 
ease  of  the  Grace  Commission  report  in 
54,  then  helped  Grace  form  Citizens 
ainst  Government  Waste  with  columnist  Jack  Anderson 
1  former  Treasury  Secretary  William  E.  Simon.  Bolduc  also 
■ame  a  member  of  the  Knights  of  Malta,  a  secretive,  selec- 
3  Catholic  lay  order  that  counted  Grace  as  its  leader  in  the 
S.  (BW — May  1).  In  addition,  sources  close  to  the  compa- 
say  Bolduc  began  managing  Grace's  personal  outside  in- 
itments,  including  a  West  Virginia  timber  company  and 
ea  Raton-based  Brothers  Gourmet  Coffees  Inc.,  which  is 
N  publicly  traded. 

By  1992,  Bolduc  was  Grace's  president  and  chief  operating 
icer  Grace,  mea;iwhile,  was  diagnosed  vdth  cancer  of  the 
I  and  began  undergoing  chemotherapy.  After  a  decade  of 
jservience,  Bolduc  began  operating  more  independently, 
mer  executives  say.  That  winter,  he  asked  the  board  to 
ne  him  ceo.  Since  Grace  would  remain  chairman,  the 
ird  acquiesced.  Sources  close  to  Grace  say  he  was  dis- 
ased  but  didn't  argue  against  the  move.  In  January,  1993, 
Iduc  became  the  first  person  outside  the  Grace  family  to 
1  the  company. 

A.S  his  power  grew  at  the  company,  executives  and  direc- 


tors say,  Bolduc  became  less  and  less  defe- 
rential. In  the  past,  whenever  Grace  was 
around,  fomner  associates  say  Bolduc's  large 
frame  almost  seemed  to  shrink  in  size.  As 
his  I'ole  expanded,  any  reserve  disappeared. 
Bolduc's  demeanor  around  colleagues  never 
changed,  however  Several  longtime  asso- 
ciates describe  Bolduc  as  a  somewhat  rough- 
hewn,  bombastic  man,  who  would  swear 
and  tell  off-color  jokes,  and  occasionally  hug 
male  and  female  colleagues. 

At  the  annual  budget  and  planning  meet- 
ing in  the  fall  of  1993,  Grace  was  conspicu- 
ous by  his  absence.  "Bolduc  really  pushed 
Peter  totally  out  of  the  company"  around 
that  time,  recalls  a  fomner  Grace  executive. 
"Bolduc  was  telling  executives  not  to  pay  any  attention  to 
[Grace,  and]  you  could  tell  a  little  bit  of  friction  was  going  on 
between  Peter  and  J.  P."  Much  of  that  growing  tension 
sprang  from  Bolduc's  determination  to  dump  what  analysts 
regarded  as  Peter  Grace's  vanity  holdings — a  cocoa  company, 
a  stake  in  gourmet  food  retailer  Dean  &  DeLuca,  and  bath- 
products  retailer  Caswell/Massey — which  were  unrelated  to 
the  company's  core  specialty-chemical  and  health-care 
businesses. 

BYZANTINE  NETWORK.  As  1994  progressed,  the  conflict  be- 
tween Bolduc  and  the  Graces  grew  more  intense.  Bolduc  was 
preoccupied  vrith  a  restructuring  at  the  disparate  conglomer- 
ate. With  praise  from  Wall  Street  rolling  in,  sources  close  to 
Bolduc  say  he  failed  to  realize  he  couldn't  afford  to  antago- 
nize Grace,  who  still  had  the  board's  solid  support.  He 
shrugged  off  a  warning  from  board  member  Macauley,  who 
knew  Bolduc  risked  pushing  Grace  past  the  breaking  point. 
"This  is  Peter's  board,"  Macauley  says  he  cautioned  Bolduc. 
"These  are  friends  of  his.  All  20  of  them." 

Indeed,  many  of  Grace's  directors  were  interconnected  by 


"This  is  Peter's 
board,"  Macauley 
told  Bolduc.  These 
are  friends  of  his. 
All  20  of  them." 
Bolduc  shrugged 
off  the  warning 


1.7,1995  meets  in 

{aton  with  a  small  group 
;e's  largest  sharehold- 
;  indicates  to  investors 
earnings  improvements 
)oost  the  stock  price, 
reak  up  W.R.  Grace. 

L.      Luuu  unex- 
ly  resigns,  with  no 
ation  given  other  than 
)phical  differences  with 
ard.  Outraged  sharehold- 
nt  Bolduc  reinstated 
liately. 

l-Mar.,  1995 

2rs  retains  Kroll  Associ- 
I  investigate  the  "con- 
/"  to  deny  him  the  CEO 
)thers  say  that  Hampers 
■oil  unearth  damaging 
ation  about  rival  candi- 
for  the  job.  Hampers 
'Oil  deny  this. 

r.  30, 1995 

olduc  sexually  harassed 
Tiale  employees  are 


leaked  to  the  press.  The 
company  now  maintains 
that  the  allegations  led 
to  Bolduc's  ouster. 

Apr.  19, 1995 

Peter  Grace  dies  at  81. 

Mayl,  1995 

At  a  hastily  called 
meeting,  a  split  Grace 
board  taps  former 
American  Cyanamid 
chief  Albert  Costello 
as  CEO.  Hampers' 
supporters  complain 
the  process  is  rushed 


KROLL:  Did  Hampers  hire  him 
to  dig  up  dirt  on  rivals  ? 


May  4,1995 

Spurned  CEO  candidate  Hampers 
unveils  an  unsolicited  $3.5  bill- 
ion bid  for  NMC. 

May  10, 1995 

At  Grace's  annual  meeting, 
new  CEO  Albert  Costello  says 
NMC  will  be  spun  off  or  sold 
to  the  highest  bidder. 


OUTSIDER:  Costello 
(above,  right)  bested 
Hampers,  a  powerful 
insider,  to  become 
Grace's  new  ceo 
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a  byzantine  network  of  old  family  ties,  lucrative  consulting 
contracts,  investment  activities,  and  joint  memberships  on 
other  boards.  Grace  commonly  paid  many  of  his  directors 
consulting  and  other  fees  in  addition  to  their  directoi-'s  com- 

  pensation.  Over  the 

past  decade,  Grace's 
proxy  statements 
show  that  directors, 
their  companies,  or  their  relatives  were  paid  more  than 
$60  million  in  additional  funds.  Despite  repeated  efforts  by 
BUSINESS  WEEK  to  contact  them,  most  Grace  directors  de- 
clined to  comment. 

Among  Grace's  board  membere,  five  had  become  particularly 
supportive  of  Peter  Grace's  efforts  to  oust  Bolduc.  This  faction 
included  Macauley,  Vii'ginia  A.  Kamsky,  Charles  H.  Erhart 
Jr.,  Hampers,  and  Gordon  J.  Humphrey,  a  former  U.  S.  Senator 
from  New  Hampshire. 
Macauley's  charitable 
group,  AmeriCares 
Foundation,  counted  Pe- 
ter Grace  as  a  founding 
board  member  and  a 
daughter  and  grand- 
daughter of  Peter  Grace 
as  staffers.  Kamsky's  fa- 
ther hatl  long  been  a  top 
executive  at  Grace.  Her 
consulting  finn,  Kamsky 
Associates  Inc.,  collect- 
ed $420,000  in  fees  from 
W.R.  Grace  in  1994 
alone.  Erhait  was  Peter 
Grace's  second  cousin. 
Humphrey  drew  consult- 
ing fees  from  the  com- 
pany as  well  and  had 
long  been  associated 
with  Peter  Grace's  vari- 
ous political  activities. 
Humphrey  also  sat  on 
the  AjneriCares  advisory 
committee  and  was  an 
old  friend  of  New 
Hampshire  resident 
Hampers.  A  number  of 
the  directors,  including 
Bolduc,  also  invested  jointly  vrith  Peter  Grace  in 
ventures  unrelated  to  the  company,  such  as 
Brothers  Gourmet  Coffees  and  a  private  in- 
vestment partnership,  Catterton  Group. 

As  Bolduc  grew  bolder  as  CEO,  he  began 
taking  aim  at  Grace  and  other  director'  perquisites.  Fii-st  he 
stripped  Grace  of  his  private  company  jet  and  reduced  his 
personal  company  staff  from  10  to  4.  Then,  in  late  1994,  Bol- 
duc began  discussing  the  need  to  disclose  some  of  Grace's 
perks  to  shareholders.  There  were  also  rumblings  that  Bol- 
duc intended  to  cut  back  shai-ply  on  the  directors'  lucrative 
consulting  agi'eements. 

LOOKING  FOR  AMMUNITION.  But  what  really  brought  the  dis- 
pute to  a  head  was  an  incident  that  occuired  last  November. 
Bolduc  and  other  top  executives  learned  that  J.  Peter  Grace 
HI,  the  elder  Grace's  son,  had  used  company  funds  improp- 
erly as  he  an-anged  to  buy  a  unit  that  Grace  was  divesting. 
The  younger  Grace  was  asked  to  resign  on  Nov.  8  and  did  so 
the  following  day.  J.  Peter  Grace  HI  did  not  return  repeated 
requests  for  comment. 

At  a  meeting  on  Nov.  29  of  a  select  gi'oup  of  directors,  a 
solution  was  proposed:  If  the  $1.4  million  was  repaid  immedi- 
ately, and  i  he  elder  Grace  resigned  by  yearend,  the  matter 


would  not  need  to  be  disclosed  to  shareholders,  since 
son  would  no  longer  be  related  to  a  board  member.  Althoi 
the  money  was  repaid,  Grace  saw  the  move  as  a  ploy 
force  his  resignation  and  refused  to  quit.  For  the  elder  Grs 
say  Macauley  and  others  close  to  him,  these  moves  were 
affront  to  his  family's  honor. 

At  this  point,  the  Graces — Patrick  in  particular — intensillfi 
their  efforts  to  gather  ammunition,  putting  together  inf 
mation  on  what  they  claimed  were  Bolduc's  own  questiona 
dealings.  The  gist  of  the  allegations:  Bolduc  had  the  comp; 
award  lucrative  contracts  to  his  friends,  including  one  y, 
owned  a  lai'ge  auto  dealership  in  Boca  Raton  and  was  hired 
provide  Grace  with  a  fleet  of  cars.  Another  involved  the  cc 
pany's  purchase  of  a  lai'ge  warehouse  in  Baltimore  from  a  I 
due  friend.  Still  another  allegation  involved  a  bid  for  a  $40  r 
Uon  construction  contract  for  a  new  Grace  plant  in  Malays 
MACAULEY  One  of  the  losing  l 

ders    was  affilial 

A  key  Peter  Grace 
confidant  and 
Hampers  backer, 
his  foundation 
employed  Grace 
family  members 


KAMSKY 

She  was  a  strong 
supporter  of  Peter 
Grace.  In  1994, 
W.R.  Grace  paid 
her  consulting  firm 
$420,000  in  fees 


with  a  company  bai 
in  Charlotte,  N.  C, 
whose  board  Bok 
sits.  Through  his  1; 
yer,  Gerald  Waif 
Bolduc  denies  any 
propriety  and  says 
ties  to  these  indivi( 
als  and  fii-ms  were  ( 
closed  to  senior  exe 
tives  or  the  hoi 
beforehand.  To 
day,  none  of  the  a. 
gations  of  impropri^ 
has  been  pubhcly  ( 
closed  or  discussed 
the  full  board. 

Soui'ces  close  to  ■ 
company  also  say  tl 
a  consultant  with  cl 
ties  to  Peter  Gn 
traveled  to  seve 
(irace  offices  in 
U.  S.  in  search  of  e 
dence  about  sexu; 
inappropriate  beh; 
ior  by  Bolduc. 

Grace  was  app 
ently  spurred  to 
tion  by  his  feelii 
that  Bolduc  had  1 
trayed  him.  He  h 
after  all,  made  J 
Bolduc  what  he  was:  an  up-and-coming  corporate  chieft 
who  could  now  count  heavyweights  such  as  Blockbuster  I 
tertainment  Group  ceo  H.  Wayne  Huizenga  as  a  friend 

That  Bolduc  even  found  himself  in  such  surroundii 
was  a  triumph  of  will  over  circumstance.  He  came  into  i 
world  in  1939  as  Joseph  Jean  Paul  Raoul  Bolduc,  son  o 
Levriston  (Me.)  bobbin  maker.  By  the  time  he  made  it 
Minnesota's  St.  Cloud  State  University  on  a  baseball  scI 
arship,  he  called  himself  Paul  Ralph  Bolduc.  After  gradd 
ing  with  a  BA  in  business  administration  in  1961,  he  joii 
the  U.  S.  Agi-iculture  Dept.  as  a  $5,540-a-year  accounta. 
His  name  then:  J.  Paul  Bolduc. 

Bolduc's  inauspicious  beginnings  stand  in  stark  contrasts 
those  of  Peter  Grace.  A  grandson  of  W.  R.  Grace, 
York's  first  Catholic  mayor,  Peter  Grace  sprang  from  somo 
the  oldest  money  in  New  York.  After  graduating  from  Yt 
University,  he  played  world-class  polo  before  immersg 
himself  in  the  company.  He  expanded  W.R.  Graced 


HOLMES 
As  acting  chief,  he 
sensed  the  deeper 
turmoil  at  Grace 
and  wanted  a 
clean,  professional 
CEO  search 
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^  do  I  gain  a  competitive  edge? 

I  work  hard. 
Think  fast. 
And  hire  the  right  people. 
I  give  them  computers. 
And  networks. 

Peripherals. 
And  software. 
I  seek  solutions, 
thout  creating  new  problems. 
I  take  time  to  choose  wisely. 
And  find  ways  to  save  time. 
Iknowwhattolookfor. 


It  looks  like  this. 


Zin  ^  series 

The  Mac  OS  Advantage 

Madntosli  „ 
^<stem7.5 
  '^0^ 

The  Mac"  OS.  It's  the  operating  system  that  helped  make  the 
Macintosh  famous.  It  helps  peo|)le  do  more  in  less  time.  In  fact, 
according  to  an  Ai'thur  D.  Little  study,  people  using  the  Mac  OS 
are  ii%  more  ])roductive  than  those  who  use  Windows.  It's 
also  a  great  way  to  get  the  power  of  RISC  on  a  desktop  PC. 


Plug  and  Play.  We  invented  it.  And  while  many  have  tried  to  imi- 
tate this  perfect  union  of  hardware  and  software,  nobody  else 
actually  does  it  today  Which  means  nobody  else  makes  it  so 
easy  to  set  up  and  use  all  the  software,  peri]iherals,  accessories 
and  networks  you  need  to  help  your  jwople  be  productive. 


The  real  beauty  of  the  Mac  (.)S  and  Apple  advancements  like 
QuickDraw'"  3D  and  QuickTmie  VR  is  that  people  don't  even 
know  they're  there.  What  theyt/o  know  is  that  with  a  PC  run- 
ning Mac  OS,  it's  actually  practical  to  use  multimedia,  video- 
conferencing, 3-D  visualization  and  virtual  reality. 


Thousands  of  applications  now  run  under  the  Mac  OS.  Which 
means  thousands  of  applications  share  the  intuitive  interface 
pioneered  by  Macintosh.  In  the  future,  people  won't  even  have 
to  think  about  individual  programs  at  all, They'll  just  sit  down 
at  their  Mac  OS  desktop  and  get  riglit  to  work. 


Used  to  be,  the  only  way  to  get  vour  hands  on  the  Mac  OS  was  to 
get  your  hands  (jn  an  Apple  Macintosli.  today  you'll  find  it  on 
PCs  from  Radius,  Power  Computing  and  more.The  same  places, 
in  fact,  where  you'll  find  our  new  logo.  For  more  information, 
call  800-472-454'2,  ext.  150.  today  Or  contact  us  via  the 
Internet  at  http://www:info.apple.com/macos/macosmain,htnil. 


Apple 


Iniiifimirh  oj  y<j>lc  I  ioii/'utc  hn   Urn  Ilk-  \Uu  u\  iuiio  iiiiil  IJiiid-llniu  nn  luidcmirJ/-.  uj 
(hm/uihr  liii  Ailnln-  ^ '( Inukniiid-  <>}  Uhhe \\sk-iiis  liuoipmikd ami  iiuiy  he  i,'i;nk'n-i/ i/i  A-ihiiti 
/iirisilKlioiis  All  Apple  finj(iiic/.uire  iii\'il){milo  biuiixe^sihleh  intliuih^  Vi  Imrii  iimrc 
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DESCRIPTION 


Co.  from  revenues  of  $296  million,  when  he  took  the  compa- 
ny public  in  1953,  to  $4.3  billion,  when  he  was  pressured  to 
stand  down  in  as  ceo  1992.  But  despite  his  patrician  roots, 

Grace  could  be  crude. 
He  may  be  best 
known  to  the  public 
for  such  idiosyncratic 
pronouncements  as  "this  food  stamp  program  is  basically  a 
Puerto  Rican  program"  (1983)  and  New  York's  troubles 
spring  from  "Cuomo  the  homo"  and  "Dinkins  the  pinkins" 

(1992).  ■MMMHMMHMMMMMM 

Over  the  years,  Grace  had 
bought  and  sold  such  dispar- 
ate businesses  as  Herman's 
Sporting  Goods;  American 
Breeders  Service,  which  sells 
frozen  bull  semen  to  cattle- 
men; and  the  Houhhan's  and 
El  Torito  restaurant  chains. 
But  when  it  came  to  selling 
off  major  assets — a  steady 
shareholder  refrain — Grace 
resisted.  So,  when  Bolduc  in- 
dicated to  institutional  inves- 
tors that  he  would  break  up 
Grace's  diverse  units  if  the 
stock  price  didn't  improve 
further,  it  just  created  an- 
other source  of  tension. 

Bolduc  probably  could  have 
continued  remaking  Grace  if 
he  had  not  made  one  final — 
and  fatal — miscalculation.  Un- 
til this  point.  Hampers,  the 
powerful  and  autonomous  NMC 
chief,  had  not  taken  sides  in 
the  escalating  war.  But  in  late 
1994,  Bolduc's  moves  to  as- 
sert authority  over  nmc  so 
antagonized  Hampers  that  he 
threw  his  considerable  weight 
in  with  the  Grace  camp. 
SWEETENED  SEPARATION. 
With  that  shift,  Bolduc  found 
himself  without  alhes  on  the 
board.  What  httle  power  he 
had  derived  from  his  sway 
with  shareholders.  Until  al- 
most the  end,  he  had  no  idea 
how  precarious  his  position 
was.  "J.  P.  saw  [the  internal 
fights]  as  a  minor  irritant," 
says  one  big  institutional 
shareholder  who  knew 
Bolduc  well.  "He  was  very 
confident  [the  Grace/Hampers 
faction]  wouldn't  uncover 
any  business  or  operational 
problems." 

Hampers  was  the  wild 
card.  A  physician  who  co- 
founded  NMC  as  a  portable  kidney-dialysis  provider,  he  sold 
out  to  Grace  starting  in  1984 — pocketing  an  estimated  $100 
milUon  in  the  process — and  stayed  to  head  the  operation. 
Fiercely  independent,  Hampers  was  left  to  run  his  own 
show,  since  he  consistently  delivered  earnings  and  sales 
gi'owth. 

In  mid-1994,  Hampers  says  Grace  began  negotiations  with 
Baxter  International  Inc.  to  merge  part  of  nmc  with  Baxter's 


ne-M 
infill 

Tipaif 


The  Sum  of  Its  Parts? 

W.R.  Grace  &  Co.  started  in  the  Latin  American 
shipping  business  in  1854.  Over  the  years,  it  has  bought 
and  sold  an  airline,  restaurant  chains,  home-repair 
centers,  and  a  sporting-goods  retailer  Grace  now 
consists  of  six  core  businesses: 


ESTIMATED 
VALUE  (MILLIONS) 


NATIONAL 
MEDICAL 
CARE 


GRACE 
PACKAGING 

GRACE 
DAVISON 


GRACE 

CONSTRUCTION 


GRACE 
DEARBORN 

GRACE 
CONTAINERS 


>  ESTIMATED  VALUES  EXCLUDE  GRACE  CORPORATE  EXPENSES  AND  NET  DEBT 
DATA:  COMPANY  REPORTS,  BEAR  STEARNS  ESTIMATES 


After  Bolduc's 
Restructuring... 


■% 


'91 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


kidney-dialysis  unit.  The  Baxter/NMC  deal,  which  has 
before  been  revealed  and  which  Baxter  refused  to  cor 
would  have  resulted  in  a  $3  billion  freestanding  compaij 
says  Hampers,  who  originally  backed  the  plan.  By  late  su-* 
mer,  however,  the  deal  fell  apart  over  who  would  run  tj 
new  company.  "It  was  a  matter  of  control,"  Hampers  saji 
"We  could  not  work  out  the  governance."  I 
Then,  in  December,  the  Food  &  Drug  Administration  (p 
ed  NMC  for  selling  nonsterile  medical  products  for  a  seed 
time.  Sources  close  to  Bolduc  say  he  was  enraged  and  shaJ 
■■^^^^^■■■■■■■■■■■■a  ly  criticized  Hampers.  As  pi 

of  his  effort  to  rein  in  the  I 
dependent  executive,  Bol 
unveiled  plans  to  centra 
NMC's  billing  and  account 
functions. 

That  was  the  last  straw 
Hampers,  who  threatened 
resign  over  such  meddli 
Bolduc  was  "a  terrible 
son  as  a  boss,"  Hampers 
"Bolduc  had  no  grasp  of  w 
the  operating  people  need 
Hampers  says  his  dissatisf 
tion  with  Bolduc  led  him 
agree  with  the  Graces 
Bolduc  should  go. 

By    then,  sources 
Bolduc's  days  were  numbe 
At  a  one-on-one  meeting 
Jan.  13,  Bolduc  tried  to 
out    his  differences 
Grace,  says  Walpin.  But 
angry  chairman  refused 
mend  fences.  Not  long  the 
after,  retired  federal  jud 
Harold  R.  lyier  Jr. — who 
been  retained  by  the  bo 
to  give  an  opinion  about 
need  to  publicly  disclose 
company  payments  made 
Grace  and  his  family- 
also  asked  to  look  into  the 
legations  of  sexual  hara 
ment  by  Bolduc  that 
been  compiled.  On  Feb. 
Tyler  told  the  board 
"grounds  e.xisted  to  find 
Mr.  Bolduc  had  sexually 
rassed"  five  Grace  employ 
Bolduc,  through  his  lawy 
denies  the  allegations,  whi 
he  fii-st  learned  of  on  Feb 
The  identities  of  the  worn 
have  still  not  been  disclos 
to  Bolduc  or  the  full  board 
Bolduc  was  finished.  In 
late-night  meeting  on  Mar 
with  du'ectors  George  C. 
cey,  John  A.  Puelicher, 
Eben  W.  Pyne,  Bolduc  agre 
to  resign  and  received  a  sweetened  $48  million  separat 
package.  Both  sides  agreed  to  keep  mum  about  the  sexu 
harassment  allegations,  and  his  resignation,  for  "philosophi 
differences"  with  the  board,  was  announced  on  Mar.  2.  L( 
than  a  month  later,  the  sexual  harassment  charges  w 
leaked  to  the  press. 

Macauley  and  Humphrey  immediately  moved  that  Ha 
pers  be  named  Grace's  new  ceo.  Instead,  the  board  pickec 


Outpatient  kidney  dialysis  at 
550  clinics,  plus  a  growing 
business  providing  dialysis  in 
patients'  homes 

Clear  plastic  and  shrink  wraps  for 
the  food  industry 

Chemical  catalysts  used  in  the  man- 
ufacture of  motor  fuel,  plastic  film, 
paint,  plastics,  and  toothpaste 

Concrete  and  cement  additives  that 
enable  buildings  to  withstand  corro- 
sion, water  damage,  and  fire 

Water-treatment  systems  for  heavy 
industry 

More  than  400  billion  cans  and 
bottles  each  year  are  sealed  with 
Grace-made  tops  and  caps 


$4,000.0 


$2,400.0 


$1,100.0 


$469.7 


$375.7 


$375.7 


...Earnings 
Take  Off 
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If  you 
savor  growth 
and  security, 
give  you  an  edge. 

The  Principal  Edge.® 

A  diverse  assortment,  rolled  into  one. 

Whatever  the  flavor  of  your  personal  financial 
strategy,  the  diverse,  global  companies  of 
The  Principal  Financial  Group  have  just  the 
assortment  you  want. 

A  complete  package  of 
annuities.  Our  new  tax-deferred 
variable  annuity  is  one  example. 
Choose  from  ten  different  investment 
options,  plus  a  fixed-rate  account.  And 
there  are  flexible  withdrawal  options  as 
well  as  a  death  benefit  feature. 


Stock  brokerage  and  a  variety  of 
mutual  funds.  The  Princor  family  of  mutual 
funds  provides  customers  with  flexible  investment 
options  and  convenient  account  access.  With  recent 
acquisitions,  Principal  Financial  Securities  now  has  over 
600  Investment  Consultants  in  63  offices  throughoutIS  states. 

Wrap  up  an  edge  on  your  future.  With  over  $48  billion  in 
assets  under  management.  The  Principal  has  become  one  of  the  worid's 
strongest  financial  services  organizations,  serving  8.9  million  people. 
The  Principal.  Your  edge  on  the  future.  Call  1-800-986-EDGE  (3343)  Ext.  1004. 

the! 


Financial 
Group 

ife  and  Health  Insurance  •  401(k)  •  Home  Mortgages  •  Mutual  Funds  •  HMO/PPO 

Stock  Brokerage  •  Annuities 

1995  Principal  Mutual  Life  Insurance  Company.  Des  Moines.  lA  50392-0150.  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds 
distributed  thro'igh  Princor  Financial  Services  Corporation,  a  registered  broker  dealer  (prospectus  available  upon  request).  Stock  brokerage  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states). 


Cov^er  Story 


reluctant  Thomas  A.  Holmes,  a  retired  CEO  of  Ingersoll- 
Rand  Co.,  who  was  seen  as  more  able  to  step  in  and  run  a 
large  industrial  company  while  the  board  conducted  a  less 
hasty  search.  Macauley  believes  that  if  Hampers  had  pushed 

harder  and  been  elect- 
ed CEO,  he  would  Hke- 
ly  still  hold  that  posi- 
tion today. 

Major  shareholders  were  stunned  by  Bolduc's  departure. 
Only  three  weeks  earlier,  institutions  representing  about 
35%  of  Grace's  shares,  had  met  with  Bolduc.  Investors  felt 
Bolduc  had  put  Grace  on  the  right  track.  So  when  they 
learned  of  Bolduc's  ouster  from  news  services,  the  share- 
holders felt  they  were  the  victims  of  an  end  run  by  Grace. 

A  few  days  later,  in  a  meeting  with  Holmes,  investors 
gTew  increasingly  angiy  about  his  refusal  to  provide  them 
with  any  more  details  on  Bolduc's  departure.  Shareholders 
also  feared  that  Hampers,  who  had  quickly  begun  a  pubhc 
campaign  for  the  CEO's  job,  would  be  chosen.  The  company's 
largest  shareholders  insisted  that  the  new  ceo  be  an  outsid- 
er with  no  ties  to  the  Graces.  After  that  meeting,  Holmes 
hired  lawn/er  Martin  Lipton  to  guide  the  board  through  the 
morass  of  selecting  a  new  ceo 
and  avoid  what  threatened  to 
be  a  slew  of  shareholder  suits. 
One  major  shareholder  believes 
that  although  Holmes  initially 
thought  the  charges  against 
Bolduc  were  reasonable,  he 
gradually  realized   that  the 
board  had  not  understood  all 
the  subteiranean  forces  at  play. 
Holmes,  a  relative  newcomer  to 
the  board,  promised  a  clean, 
professional  selection  process 
using  an  executive  search  firm. 
EMERGENCY  MEETING.  Hampers, 

meanwhile,  continued  lobbying  ,  i  p  j  i         -r*    j  i 

heavily  for  the  job.  Although  great-grandiather.  But  chances 

he  had  the  backing  of  the  Grac-  n     j      •  1 1  i 

es,  he  hired  investigative  firm  aFB  that  Will  ReVer  happeil 

Kroll  Associates  because  he  

was  convinced  there  was  a 
"conspiracy"  afoot  to  discredit 
him  and  deny  him  the  job. 

Hampers  allegedly  also  used  Kroll  to  investigate  the  back- 
gi-ounds  of  other  candidates  for  the  ceo  position.  One  candi- 
date for  the  job  says  Hampers  appeared  to  be  trying  to 
come  up  with  information  to  discredit  rivals.  Hampers  and 
Kroll  both  deny  this  allegation. 

The  intrigue  didn't  end  there.  Board  members  loyal  to 
Grace — and  supportive  of  Hampers— began  campaigning  on 
behalf  of  the  nmc  chief  On  Apr.  10,  Hiunphrey  sent  an  unso- 
licited letter  to  Miller  Anderson  Sherrerd,  an  institutional 
shareholder  opposed  to  Hampers  because  he  was  an  insider 
and  tied  to  the  old  regime.  Humphrey  offered  a  personal  tes- 
timonial to  Hampers'  professional  abilities  and  character. 
"Dr.  Hampers  is  well  qualified  to  serve  as  CEO  of  W.  R. 
Grace,"  wrote  the  former  Senator  in  documents  obtained 
by  bu.siness  week.  "...  He  is  totally  Company  motivated  and 
has  never  sacrificed  Grace's  interests  to  his  own  or  that  of 
kmc."  Humphrey  closed  the  letter  saying  that  he  and  "sever- 
al board  members  who  share  the[se]  views"  would  like  to  vis- 
it shareholders  personally. 

Meanwhile,  Kamsky  applied  her  own  pressure.  John  J.  F. 
Sherrerd,  one  of  the  principals  of  the  same  fii-m  Humphrey 
was  courting,  shared  in  common  with  Kamsky  a  trustee- 
ship at  Princeton  University.  Kamsky  offered  to  pay  Sheirerd 
a  visit,  according  to  Nicholas  J.  Kovich,  the  portfoho  manag- 


FAMILY  PLOT:  PETER  GRACE,  WHO  DIED  OF  CANCER  ON 
APR.  19,  WAS  BURIED  IN  SPENCER,  MASS. 


er  who  oversees  the  firm's  Grace  investment.  She  propoid 
bringing  along  Hampers.  But  two  board  members  say  tit 
Holmes  did  not  appreciate  these  maneuvers  and  put  a  stopo 
the  proposed  meetings. 

Holmes  had  to  move  fast.  Grace's  big  shareholders  w-e 
threatening  to  withhold  their  proxies  if  a  ceo  candid  e 
wasn't  identified  before  the  May  10  annual  meeting. 
Hampers'  alleged  background  checks  on  his  potential  ri\ 
made  it  imperative  to  keep  the  candidates'  names  secret,  i: 
Friday,  Apr.  28,  the  board  was  notified  of  an  emergeJy 
meeting  to  be  held  Monday  morning  in  New  York.  It  v^ 
only  Sunday  night,  over  dinner  with  Holmes,  that  Hamp 
learned  he  wasn't  the  nominating  committee's  choice. 

Monday  morning,  Albert  Costello  was  presented  as 
pick  of  the  nominating  committee,  and  Holmes  pressed 
an  immediate  vote.  Costello  won,  with  13  votes.  Hamp 
got  votes  from  five  board  members:  Macauley,  Kams 
Humphrey,  Erhart,  and  himself.  Two  directors  abstains 
Macauley  says  he  and  others  who  had  supported  Grace 
Hampers  were  outraged:  "I  thought  it  was  abnorms 
quick,"  Macauley  says.  "I  disagreed  with  the  process."  T 
may  be  a  little  bit  true,  says  one  big  institutional  shareh( 

er  with  a  smile:  "By  the  ti 
Hampers  summoned  his 
porters  together,  he  die 
have  enough  time"  to  bl 
Costello's  election. 

But  if  he  couldn't  be  CE( 
W.  R.  Grace  &  Co.,  Hamp 
had  an  alternative.  On  Ma: 
he  went  to  Costello's  office 
announced  his  bid  for  N 
Costello  says  he  was  happj 
see  Hampers'  offer  He  ki 
he  faced  a  difficult  and  til 
consuming  decision  o 
whether  to  break  up  the  c( 
pany,  as  shareholders  want 
Now,  the  decision  had  aln: 
been  made  for  him.  At  Gra 
May  10  annual  meeting 
new  CEO  said  that  at  the  v 
least,  NMC  would  be  sold  to 
highest  bidder  or  spun  off 


Peter  Grace 
had  hoped  that 
his  son  Patrick 
would  one  day 
run  the 
company 
tounded  by  his 


shareholders.  "The  die  is  s 
of  cast,"  Costello  said  after  the  meeting.  But  in  a  written 
sponse  to  business  week,  he  denied  that  more  sales 
major  assets  are  on  the  way.  "I'mi  not  here  to  preside  < 
the  liquidation  of  W.  R.  Grace,"  says  Costello. 

Peter  Grace  was  an  active  player  in  the  struggle  < 
the  company  virtually  until  the  day  he  died.  Macauley 
others  who  knew  him  well  believe  that  Grace  clung  to 
longer  to  finish  the  fight  as  best  he  could,  even  rising  fi^om 
hospital  bed  to  deliver  a  final  speech  to  the  board  on  Api;6. 
Too  weak  to  finish  it  himself,  Grace's  wife  completed 
thoughts.  "I  have  spent  my  life  serving  this  company,"  Gil 
told  the  board.  The  "sad,  even  tragic,  and  unnecessar-y  ev(| 
of  the  past  several  months  [were  caused  by]  an  efi'ort,  by 
successor  to  mislead  you  and  attempt  to  embarrass  me 
my  family,  and  pressure  me  into  retiring  from  the  boa:| 
Bolduc,  through  his  lawyer,  denies  ever  misleading  the  bo:d 
After  receiving  last  rites  from  John  Cardinal  O'Conji 
three  times  in  a  week,  Peter  Grace  died  on  Apr.  19,  'ki 
days  before  the  annual  meeting  that  would  have  marked  is 
last  day  as  chairman  of  W.  R.  Grace.  He  died  with  his  tie 
intact  and  with  the  knowledge  that  he  had,  in  the  (A, 
bested  Bolduc.  "I  got  him,"  a  longtime  Grace  confidant  £j||: 
he  can  picture  Grace  saying.  "I  got  the  bastard." 

By  Elizabeth  Lesly  in  Boca  Raton, 
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Your  passion  for  technolo  gy  is  surpassed 

only  by  your  generosity  toward  the 

omputer  Museum,  Boston. 

Thank  you 

the  next  generation  will  be  just  as  passionate. 
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IE  1995  COMPUTER  BOWT.  — Ten  influ,sti7  leaders  in 
contest  of  computing  and  trivia  knowledge  to  henefit  the 
ucational  programs  of  the  Computer  Museum, 
esented  by  Apple  Computer.  EAST  COAST  TEAM  - 
seph  Alsop,  Progress  Software;  Katharine  Clark, 
m  d  m  a  r  k  Systems;  Paul  G  i  1 1  i  n  . 
mputerworld;  Jolm  Lanih-y,  Lotus 

'  velopment;  and  Carl  Ledljetter. 
&T  Consumer  Products. 

I  EST  COAST  TEAM  - 

I  ic  Benhamou,  3Com 

Hirporation;  Steve 
ank.  Rocket  Science 

I  mes;  Andy  Hertzfeld. 

I  neral  Magic;  Roel 

I  ;per,  UB  Networks; 

I  d  Cheryl  Vedoe, 
ith  Planet.  TALENT 
\oh  Frankston,  Steve 

I 

j  Ison,  Chris  Morgan. 
I  ;holas  Negroponte,  Dave 
,  Ison.  FOUNDERS  -  Pat 
j  llins  Nelson  and  Dr. 
'ivid  L.  Nelson. 
I  ONSORS  -  Intel, 
!  mputerworld,  ACM, 
I  'rus  Logic,  Kleiner 
}\  rkins  Caufield  & 

ers,  Powersoft 

r  p  o  r  a  t  i  o  n  ,  Price 
]  terhouse.  Progress  Software, 


Silicon  Valley  Bank,  Stratus  Computer.  UB  Networks,  Visix 
Software.  Husuiess  Week,  Byte,  Cardinal  Busmess  MetUa, 
CIO,  Commmiications  of  the  ACM,  Forbes  ASAP,  Foi-time, 
HP  Professional.  Information  Week,  InfoWorld, 
Literactions,  LAN  Times,  Midrange  Systems,  PC  Teclmique, 
P("  Week,  PC  World,  The  Red  Herring,  Software  Magazme, 
Wired,  A&a  Lithogi-aphers,  American  Airlines,  America 
Online,  "Computei-  Chronicles",  Comjiuter  Literacy, 
CKS  Partners,  Cunningham  Conununication, 
Tech  Proiluctions,  AT&T  Consiuner  Products 
Division,  Data  General,  Miller 
Communications,  Network  General 
Corporation.  Rourke  &  Company,  The 
Weber  Group,  Adaptec,  Apple  Computer  — 
Entry  Macintosh  Products,  Asset 
Management.  Gwen  &  (Gordon  Bell, 
Chipcom,  Cisco,  Karen  Johansen  & 
(Gardner  Hendrie.  Andy  Hertzfekl.  (^huck 
House.  Interval  Research,  Lois 
Paul  &  Partners,  Lotus 
Development, 
Math  works,  Mary 
&  Jim  McKenney, 
Rocket  Science 
(»ames,  Russell 
Reynolds 
Associates, 
SunSoft,  Tenth 
Planet,  LInison 
Software. 


or  information  about  the  1996  Computer  Bowl,  please  call  (617)  426-2800  ext.  399 


)r  a  Globalyst  PC&C? 

With  an  AT&T  Globalyst,  people  are  free  to  work  together: 
\ny  time.  Any  place.  Any  way  they  want 
That's  what  Personal  Computing  and 
liommunications-PC&C-is  all  about.) 


AI&T  Globalyst  features  at  no  extra  cost: 

□  MessageFlash'yMailFlash":  sentl  key 
messages,  e-mails  to  alphanumeric  pagers. 

□  AT&T  Vistium™  Share  Software:  allows 
real-time  collaboration  with  others  on  live 
Windows'"  files- even  if  you're  miles  apart. 


AT&T  Virtual  Workplace"'  features:  hardware 
software,  communications  and  24 
hour  support  for  mobile  users. 

□  Call  1  800  447-1124  ext.  1082 
for  more  info,  or  e-mail  us  on  the 
Internet:  pcc.info@daytonoh.attgis.com 


Intel  Pentium"'  or486  •  Clock  speeds  from  SOMHz-lOOMHz 
^PCMCIA  Slots  •  4MB-192MB  Memory  •  540MB-2GB  Hard  Disk 


:omputing  and  communications  together 
"jyoii  get  move  mid  use  information. 


ATSiT 

Global  Information 
Solutions 


Sports  Business 


THE  AMERICA'S  CUP 


KEELHAUL 

ALL  THE  TECHIES? 

Too  much  simulation,  too  little  sailing,  cost  the  U.S.  the  cup 


When  Dennis  Conner  brought 
Young  America  to  the  starting 
hne  for  the  America's  Cup  races 
on  May  6,  he  had  the  might  of  Yankee 
technology  on  his  side.  The  sleek  boat's 
design  had  been  honed  by  hours  of  com- 
puter simulations,  using  software  and 
engineers  from  such  companies  as  Boe- 
ing Co.  and  San  Diego  defense  contrac- 
tor Science  Applications  International 
Corp.  (SAic).  Much  of  the  craft's  winged 
keel  was  built  by  Ford  Motor  Co.,  and 
its  carbon-fiber  sails  were  high-tech 
wonders. 

When  yachting's  premier  event  ended 
on  May  13,  however,  the  U.  S.  had  suf- 
fered a  humiliating  defeat.  In  five 
straight  races,  Conner  and  the  yacht 
he  borrowed  from  rival  team  pact  95 
were  trounced  by  New  Zealand  super- 
boat  Black  Magic. 

Is  the  loss  to  such  a  tiny  nation  yet 
another  sign  that  America  is  losing  its 
technological  edge?  Not  really,  insist 
Monday  morning  helmsmen.  While 
Black  Magic  sported  several  innovations, 
the  Yanks'  biggest  blunder  may  have 
been  too  much  reliance  on  simulations 
and  not  enough  on  sailing.  If  you  factor 
in  the  similainties  of  the  two  yachts  and 
the  mai'gin  of  Conner's  defeat,  "it's  obvi- 
ous the  reason  is  more  than  just  the 
design,"  says  John  Marshall,  head  of  the 
team  that  built  Young  America. 
TEST  BED.  Unlike  the  three  U.S.  gi-oups 
vying  to  defend  the  cup,  the  New  Zea- 
landers  came  equipped  with  two  com- 
petitive boats.  That  let  them  assess  the 
effects  of  small  changes  in,  say,  sail 
shape  or  keel  design.  Resulting  improve- 
ments are  typically  too  small  to  meas- 
ure. But  they  can  be  detected  when 
racing  against  a  similar  yacht,  explains 
Boeing,  engineer  Winfried  Feifel,  who 
helped  design  Young 
America.  "We  didn't 
have  the  benefit  of  rac- 
ing against  another 
boat,"  he  says. 

The  Kiwis  also  took 
the  time- — and  had  the 
moxie — to  experiment. 


TRICKY 


(/(//(■  (tup)  and  Young  America 


The  small  wings  on  Back  Magic's  keel 
stick  out  straight  instead  of  being  swept 
back  like  those  on  its  rivals.  U.  S.  de- 
signers know  straight  wingiets  are  fast- 
er but  feared  they'd  get  tangled  with 
seaweed.  They  were  proved  wi'ong. 

Another  innovation  was  Black  Magic's 
rig.  The  Kiwis  moved  the  mast  farther 
aft  than  normal  and  added  more  giz- 
mos to  alter  its  bend.  "They  did  more 
reseai'ch  than  anyone  else  on  sails,  doing 


Excuses,  excuses.  They  include 
everything  from  a  freak  tornado 
to  an  insufficient  budget 


over  200  wind-tunnel  tests.  We 
have  the  time  or  the  budget  to  do 
kind  of  development,"  says  Bill  Ti-e 
of  Team  Dennis  Conner. 

"Not  one  of  these  things  makes  n 
than  a  5-  or  6-second  difference," 
professor  Jerome  H.  Milgram  of 
design  director  for  America^,  the  n 
ly  women  U.  S.  team.  "But  if  you've 
six  of  them,  it  adds  up." 

Given  more  preparation  time,  Y( 
America  probably  would  have  been 
er.  It  had  a  new,  improved  keel 
rudder  ready.  But  a  fi 
January  tornado  dams 
the  boat  and  set  back 
overall  effort.  Then  bn 
gear  and  sailing  mistakes 
to  a  demoralizing  loss  at 
hands  of  Conner's  sic 
Stars  &  Stripes  in  the 
cup  defender  trials.  J 
Young  America  was  hai 
over  to  Conner's  crew 
the  finals,  there  wasn't 
to  install  the  new  ec 
ment — or  fine-tune  the 
WRONG  SAIL?  It  didn't 
that  veteran  seadog  Coi 
whose  crew  performed 
lessly  in  the  defender  fl 
was  outsailed  by  Kivd 
per  Russell  Coutts. 
New  Zealanders  consist( 
read  the  wind  shifts  be 
in  part  because  of  be 
seat-of-the-pants  wea 
forecasting.  And  in  the 
i-ace  with  stronger  win 
conditions  where  the  w 
more  stable  Young  Ami 
had  a  predicted  speec 
vantage — Conner  blew 
picking  the  wi-ong  mail 
critics  say.  "Dennis  was 
on  the  learning  curve," 
Marshall  bluntly.  Bunk, 
sail-tiimmer  Trenkle.  "We'd  actually 
ten  Young  America  going  faster" 
the  PACT  95  crew. 

Still,  Marshall  and  others  wond 
better  preparation  and  sailing 
have  been  enough  to  beat  the  New 
landers.  From  its  perfectly  cut  sai 
its  crack  crew.  Black  Magic  "had  a 
edge  in  eveiything,"  says  Milgi'am. 
American  teams  hope  they'll  be 
speed  for  the  next  America's  Cvl 
2000.  They  plan  longer  campaigns  j 
more  sailing  time.  Already,  corp(| 
backers  such  as  SAIC  and  Ford 
eagerly  signed  on.  But  the  clear  lei 
It  will  take  more  than  U.  S.  techn(9 
to  bring  the  prize  back  from 
Under. 

By  John  Caret/  in  Washht' 
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Tiny  had  the  hard  part. 
Scanning  it  was  easy. 


Introducing 
HP  ScanJet  Scanners 

They're  simple  to  set  up.  Even  simpler 
to  operate.  And  with  software  that 
makes  scanning  more  automatic, 
using  HP  ScanJet  scanners  has  never 
been  easier  The  new  HP  ScanJet  3c 
now  offers  internal  30-bit  color  at 
2400-dpi  enhanced  resolution  (600- 
dpi  optical),  and  also  includes  free 
Corel  PHOTO-PAINT  for  PCs:  The 
HP  ScanJet  3p  delivers  1200-dpi 
enhanced  resolution  (300-dpi  optical). 
Both  come  with  OCR  soft  vvare.  For 
more  information,  call  1-800 -SCANJET, 
Ext.  9232.t 


Grayscale  -  .$599 


Color- .$1,1 ,9 


'  A<lobt'  Pholoshop  LE Suggested  IIS.  list  prices  ^In  Canada,  call  l^MIJ0-387-:i8lj7,  Ext  'J33'>  "JV.t'.}',  Hewk.tt-l''.ick.-ud  t;oiiipaii,v  TElL^'Lji. 


The  easiest  thing 
you'll  do  all  day. 


HEWLETT® 
PACKARD 


AT  ARE  THE  ISSUES? 

i.st  as  our  bodies  neefl  noiir- 
■nl  to  niaki-  it  from  ciiiidliootl 
l<:;li  yoiitli  to  adiiltliood.  oiir 
nccds  parka;j;iii{;  to  make  it 
tlie  farm  through  the  grocery 
to  our  dining  tables, 
ithout  the  right  packaging, 
wonbl  be  wast<'d.  Indeed, 
arts  of  tile  worbl  lacking 
Isticated  jjaidvaging  technol- 
nore  than  50%  of  the  food  is 
very  year.  It  either  rots  or  is 
ged  during  shipping, 
irtunately,  we  have  the  tech- 
y  to  avoid  these  problems.  For 
ice,  a  paper  package  isn't  just 

made  from  jiaper  of  varying 
nesses  with  graphics  thrown 

Almost  every  package  is  a 
ible  technological  feat,  each  a 
ir  solution  to  a  special  problem, 
me  packages  endure  tluctua- 
in  temperatiu'c  and  humidity, 
hold  ice  while  allowing  the 
'  to  drain,  some  withstand 
raping  stacking  without  being 
ed.  You  get  the  idea.  Without 
ifferent  types  of  packaging, 
vouldn't  have  access  to  as 
fresh  food.  You  also  woiddn't 
as  much  variety.  Some  foods 
1  become  too  expensive  for 
people  to  afford, 
ic  abundance  of  packaging 
•aise  the  question:  woidd  we 
Jtter  off  without  it':*  The 
>r:  not  really.  The  practical 
on  is  a  packaging  material 
not  only  fulfills  all  the 
rements  of  getting  food  to  us 
Iso  is  ecologically  c(»nscious. 
i,  renewable  and  recyclable. 

International  Paper,  we 
rstand  the  need  to  find  a 
•e  between  ])reserving  milk  for 
'"ow's  breald'ast  and  preserving 
irests  for  future  generations. 


WHAT  WE  ARE  DOING. 

International  Pa|)er  invests 
millions  every  year  developing 
innovations  that  keep  food 
fresh  and  nutritious.  Our 
Barrier-Pak "  beverage  cartons 
use  a  patented  layering  |)r()cess 
of  special  ]>a|iers  and  coatings 
that  function  as  sojihisticated 
barriers  to  h(dd  in  the  fresh 
taste  and  flavor  of  juices.  We're 
also  working  on  new  packaging 
systems  that  will  keep  milk  fresh 
and  nutritious  even  longer. 

Along  with  creating  revolu- 
tionary packaging,  we're 
constantly  looking  for  new 
ways  to  use  less  wood  fiber  in 
our  ])ackaging.  One  example  is 
our  Pineliner'  techn<dogy, 
which  ])roduces  corrugated 
boxes  that  recpiire  179f  less 
fiber  yet  remain  as  strong  as 
conventional  boxes. 

We  meet  the  need  for  virgin 
fiber  through  "sustainable 
forestry."  wliich  includes  jilanting 
.'jO  niiUion  SiiperTree  '  seedUngs 
every  year.  SuperTrees.  devel- 
oped through  a  j)rocess  of 
natural  selection,  produce  30% 
more  W()o<l  jier  acre  over  a 


2S-year  growing  pe 


riod. 


WHAT  IT  MEANS 
TO  YOU. 

You  can  have  fresh- 
tasting  F^lorida  orange 
juice  in  the  dead  of 
winter  in  Minnesota. 

You  can  have  fresh 
milk  and  tender  chicken 
in  Manhattan  any  time 
you  pleas<'. 

In  short,  you  can 
have  food  tiiat  tastes  as 
fresh  as  it  does  on  a 
farm  no  matter  where 
you  live  in  America. 

To  talk  more,  please 
call  Bob  (ioi'don  or 
Lyn  Bei-nsteiii  at  the 
International  P  a  ]  i  e  r 
Packaging  Innovation 
Center.  1-}{()0-.j77-9862. 


INTERNATIONAL(/j^  PAPER 

We  answer  to  the  world. 


Economics 


CURRENCIES 


THE  DOLLAR'S 
DRIFT 

Convenience,  not  clout,  keeps  it  the  world's  key  currency 


The  U.  S.  dollar  has 
filially  rebounded  on 
foreign  exchange 
markets,  buoyed  by 
apparent  progress  in 
curbing  the  budget  and 
trade  deficits — and  pos- 
sibly by  a  sudden  rever- 
sal in  market  sentiment. 
But  its  rally  is  unlikely 
to  be  long  enough  or 
strong  enough  to  reveree 
the  slow  and  steady 
erosion  in  the  dollar's 
status  as  the  key  reserve 
cuirency. 

As  something  to  lose 
sleep  about,  the  dollar's 
reserve  status — that  is, 
the  willingness  of  foreign 
central  banks  to  hold  dol- 
lars in  theii"  coffers — may 
seem  fairly  marginal. 
Stanford  Univer-sity  econ- 
omist Paul  R.  Kragman 
believes  that  concern 
over  the  issue  is  "98% 
mysticism — people  get 
frantic  about  it  when 
they  have  no  idea  what 
it  means,  which  is  not 
veiy  much." 

HISTORY  LESSON.  Econo- 
mists who  take  the  for- 
eign e.xchange  market's 
pulse  daily  aren't  quite 
so  sanguine.  "The  world 
could  be  lurching  toward  a  multipolar 
currency  system  where  the  mark  and 
yen  serve  as  regional  international  cur- 
rencies," William  Sterling,  international 
economist  at  Men-ill  Lynch  &  Co.,  wrote 
in  a  recent  market  letter.  Along  the 
way,  there  could  be  cmrency  crises  and 
panicky  dumping  of  dollars.  "History 
teaches  that  major  transitions  in  cur- 
rency systems  are  unlikely  to  proceed 
smoothly,"  he  warns. 

The  numbers  themselves  are  in-efiit- 
able.  The  dollar  has  for  years  been  the 
predominant  foreign  currency  that  cen- 
tral banks  hold;  it  still  accounts  for  more 


THE  DOLLAR'S  RESERVE 
STATUS  HAS  ERODED... 

70%.  


...AS  ITS  VALUE 
HAS  DECLINED 


55  -  - 


SHARE  OF  U.S.  DOLLAR  IN 
TOTAL  OFFICIAL  HOLDINGS 
OF  FOREIGN  EXCHANGE 


■84  '85  '86  '87  '88  '89  '90  '91  '92  '93 
A  PERCENT 

DATA:  INTERNATIONAL  MONETARY  FUND  1994  ANNUAL  REPORT 


Ol. 


FEDERAL  RESERVE  BOARD 
TRADE-WEIGHTED  DOLLAR 

YEAREND 


'84  '85  '86  '87  '88  '89  '90  '91 
▲  INDEX;  1972-76=100 

DATA;  DRI/McGRAW-HILL 


than  60%  of  official  reserves.  But  over 
the  past  decade,  there's  been  a  gr-adual 
slippage  in  the  dollar's  share  as  central 
banks  accumulate  more  GeiTnan  marks 
and  Jaj^anese  yen.  Today,  a  mere  9%-  of 
worldwide  official  holdings  are  in  yen, 
up  from  6%  a  decade  ago.  Global  hold- 
ings of  marks  stand  at  about  16%,  up 
from  13%  a  decade  ago. 

Central  banks  obtain  foreign  ex- 
change in  a  variety  of  ways.  As  nations 
lain  trade  or  cuirent-account  surpluses, 
those  surpluses  are  deposited  locally, 
and  resei-ves  are  set  aside  with  the  cen- 
tral bank.  Then  dollar-s,  yen,  mai'ks,  and 


other  currencies  are  bought  and  )lfl 
through  central  bank  intei-vention  nt 
trading.  Most  of  the  time,  currency 
are  held  in  shoit-tenn  government  le 
cuiities,  which  earn  interest,  also  ad  n 
to  reserves. 

Perversely,  the  dollar's  recent  w 
ness  may  have  raised  global  doUai 
sei"ves.  The  Bank  of  Japan,  for  inst; 
is  estimated  to  have  purchased  $10  b 
a  month  to  support  the  doUar  and  ui 
cut  the  yen's  climb  this  year.  Nont 
less,  many  smaller  central  banks  in 
may  have  been  net  sellers  of  dollars 
What  is  the  sig 
cance  of  the  dollar's 
of  reserve  status?  ¥ 
there  is  the  intan^j 
but  important  geop( 
cal  effect.  The  dol 
loss    of  prestige 
undermine  America's 
as   a  superpower, 
serves  Jeffrey  Frai 
an  economist  at  the 
stitute  for  Internal  i 
Economics  in  Washinj 
D.  C.  A  more  tangible ; 
feet,  though,  may  1 
reduction  in  what  ec. 
mists  call  seignorag( 
the  income  or  bene 
country  receives  froi 
ability  to  get  its  cuit 
accepted  in  exchangt 
goods  and  services. 
EXTRA  PENNY.  When 
Japanese  sell  Toyot;i 
the  U.  S.  and  take  dd 
in  return,  for  inst;i 
they  are  accepting  p 
that  represents  a  fii 
claim  on  U.  S.  asset.- 
effect,  an  interest- 
loan.  For  the  U.S. 
ernment,  the  billior 
dollars  in  circulation 
side  America  means 
a  portion  of  govemi 
spending  has  bee' 
nanced  by  an  interest 
loan,  noted  Federal  Reserve  Board 
emor  Lawrence  B.  Lindsey  in  a  sp 
last  year. 

Lindsey  quantified  the  benefit 
noting  that  in  1981,  following  • 
rounds  of  inflation  in  10  years,  the 
of  doUai-s  in  circulation  to  U.  S.  GDI  > 
fallen  to  just  over  4(?  of  currency 
dollai'  of  GDP.  Twelve  years  later,  af ; 
painful  disinflation,  there  were  slii 
more  than  5(2  for  everj'  dollar  of 
That  e.xtra  penny  amounted  to  an  ti 
$64  billion  in  seignorage,  says  Liiv* 
A  strong  resei've  status  also  means  n 
the  government  probably  pays  le^ 
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I  Want  Power, 
Features  And  Reliability  5  z-noteflex. 


[Want  it  All. 


You  Got  It 


Power  

High-speed  processors  to  lOOMHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  7004-  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  "5  hours  of  battery  life* 

Features  

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-ll  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK  "  "enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW multimedia  accessory 
unit  with  double-speed  5  25'CD-ROM 
drive 

Reliability  

PC  Tools'"  anti-virus  software  loaded 
24  hr-7day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  site) 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions.  Z-NOTEFLEX:-  It's 
what  you  want  in  a  notebook. 

1-800-289-1279  Ext.  5178 


Finance 


Ti'easuiy  bills  than  it  othei-wise  might. 

Such  benefits  will  accine  only  as  long 
as  the  dollar  continues  to  be  seen  as  a 
stoi"e  of  value.  Wliat  wonies  some  econ- 
omists, though,  is  that  periodic  bouts 
of  dollar-dumping  on  forex  markets  will 
prompt  central  bankers  to  reduce  their 
holdings — and  that  economic  fundamen- 
tals may  hasten  the  process.  The  U.  S. 
now  accounts  for  about  25%  of  global 
output,  compared  with  about  50%  after 
World  War  II,  and  is  a  net  debtor  rath- 
er than  a  net  creditor. 

Still,  despite  the  mark's  and  the  yen's 
elevation  in  reserve  status,  they  will 
not  soon  displace  the  dollar.  For  one 
thing,  neither  Geimany  nor  Jai:)an  has  a 
market  for  shoit-term  cash  instniments 
nearly  as  broad  or  deej)  as  the  market 
for  U.  S.  Ti-easui-ies,  which  investors  can 
hop  in  and  out  of  on  a  24-hour  basis 
ar-ound  the  globe.  "Any  cuiTency,  if  it  is 
to  become  an  international  currency, 
must  have  an  efficient  mai'ket,"  says 
Toyoo  Gyohten,  chainnan  of  the  Bank  of 
Tokyo  Ltd.  and  adviser  to  the  Finance 
Ministry  on  cuirencies.  Gyohten  favors 
reducing  Japan's  dejjendence  on  the  dol- 
lar, which  accounts  for  75%  to  85%-  of 
the  central  bank's  forex  holdings. 
MISMATCH.  The  yen  doesn't  even  have 
the  regional  status  that  the  mark  does 
in  Europe,  since  many  Asian  countries 
still  link  their  currencies  to  the  dollar, 
and  most  Asian  trade  is  still  denomi- 
nated in  dollai-s.  But  with  more  debt 
owed  in  yen  than  evei'  before,  Asian 
nations  such  as  Indonesia  and  Thailand 
are  exi)eriencing  a  big  mismatch  be- 
tween export  revenues  and  debt  ser- 
vice. They  will  "probably  want  to 
change  their  profile  of  foreign  resei'ves 
to  more  closely  resemble  their  liability 
profile,"  says  James  Lister-Cheese,  an 
analyst  at  London's  Independent  Strat- 
egy, a  bond  and  equity  reseai'ch  firm. 

As  a  reserve  currency,  pound  ster- 
ling outlasted  Britain's  preeminence  in 
the  global  economy,  and  the  dollar's  re- 
serve role  may  well  outlast  the  U.  S.'s. 
Indeed,  observes  David  Hale,  an  econo- 
mist at  Kemper  Financial  Services  Inc., 
it  is  surprising  that  dollar  holdings  are 
as  high  as  they  are.  The  dollar  remains 
the  lingua  franca  of  intemational  trade 
and  finance.  Oil  and  other  major  com- 
modities are  jjriced  in  dollars,  most 
international  debt  is  still  dollar-denomi- 
nated, and  the  dollar  is  widely  used  as  a 
"street"  currency — though  the  mark  is 
gaining  in  Eastern  Eurcjpe.  None  of  that 
will  change  quickly.  Nor,  with  no  good 
substitute  at  hand,  will  tin  dollar  sud- 
denly be  unseated  as  the  key  resei-ve 
currency.  Slowly  but  surely,  though,  its 
once  lofty  status  is  being  chipped  away. 

Bij  Karev  Pevmr  in  New  York,  irHli 
Brian  Bremver  in  Tokyo  and  Bill 
Javetski  in  Paris 


RESTITUTION 


SWITZERLAND'S 
MORAL  DILEMMA 

How  should  banks  disburse  Holocaust  victims'  funds? 


For  the  Jews  of  Nazi-occupied  Eu- 
rope. Switzerland  might  as  well 
have  been  on  the  far  side  of  the 
moon.  Time  after  time,  fleeing 
Jews  were  tui'ned  back  at  the  border — 
in  what  the  Svnss  recently  revealed  was 
a  secret  agreement  with  Nazi  Gemiany. 
The  President  of  Switzerland,  Kasper 
Villiger,  admitted  on  May  7  that  his 
country  "bears  a  considerable  burden 
of  guilt  for  the  treatment  of  Jews  by 
our  countiy."  But  in  his  speech  before 
parliament,  Villiger  did  not  address  an 
issue  that  continues  to  haunt  the  Swiss: 
Theii'  banks  may  still  hold  on  their  bal- 
ance sheets — as  assets,  not  as  liabil- 
ities— uncounted  milhons  of  dollars  de- 
posited by  Jews  slaughtered  in  the 
Holocaust. 

The  Swiss  banking  community  main- 
tains that  it  returned  most  unclaimed 
Jewish  funds  years  ago.  But  Jewish  or- 
ganizations and  critics  in  Israel  and  else- 
where believe  othei-wise  and  have  per- 
suaded the  Swiss  to  take  another  look 
at  the  issue.  The  central  question  is  a 
touchy  one:  Do  banks  have  a  moral  re- 
sponsibility not  to  profit  from  deposits  of 
pei-secuted  people  when  the  heii's  camiot 
be  found"?  The  banks  contend  that  this 
is  a  nonissue,  saying  that  most  of  the 
money  was  disbui'sed  and  that  they've 
pro}3erly  responded  to  claims.  But  critics 
ar-e  dubious.  "I  have  no  doubt  that  some 
of  the  missing  funds  found  their  way 
into  the  banks'  profits,  and  shar-eholders 
received  dividends  from  funds  which 
don't  belong  to  them,"  says  Akiva  Le- 
vinsky,  ex-treasur'er  of  Israel's  quasi- 
official  Jewish  Agency,  which  has  dealt 
with  the  matter  over  the  years. 
BURDEN  OF  PROOF.  How  much  aban- 
doned money  may  r'emain  in  Swiss  bank 
vaults — and  balance  sheets?  No  one 
knows  for  sur-e,  but  estimates  range 
fr-om  tens  of  millions  to  hundr-eds  of  mil- 
lions of  Swiss  francs.  One  probably 
overgener'ous  Isr-aeli  newspaper-  estimate 
puts  the  figure  at  $6.7  billion.  But  what- 
ever' the  amount,  it  is  a  sensitive  subject 
in  Switzerland  for-  a  simple  I'eason:  Swiss 
banks  get  to  keep  abandoned  funds. 


Switzerland  tr-eats  inactive  acco 
far'  differently  than  the  U.  S.,  w 
banks  must  turn  over  abandoned 
counts  to  the  state  if  the  ov/nei- 
heirs  cannot  be  found.  Swiss  law  1 
that  if  an  account  is  inactive  fo 
years,  the  bank  must  post  a  notic 
the  branch  where  the  account  is 
died.  Ten  year's  after'  the  notice  is  | 
ed,  the  bank  is  allowed  to  take  po; 
sion  of  the  unclaimed  funds.  If 
rightful  owner's,  or  heirs,  tur-n  up  1 
they  can  claim  the  fimds — if  the;\" 
fur-nish  satisfactor-i^'  pr'oof.  And  that 
big  "if  in  Switzerland. 

Even  before  the  deposits  were  en 
er'ed  abandoned  and  taken  by  the  b; 
critics  char'ge,  only  r'arely  wer'e  refti 
or'  their  descendants  able  to  pr-y 
funds  from  the  Swiss.  The  bank,- 
quir-ed  documentation,  including  th 
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int  number,  bi'anch,  and 
)of  of  inheritance.  "The 
iss  made  it  difficult  for 
;  original  depositors  to 
;  their  money,  let  alone 

the  heirs  who  often 
ne  out  of  Auschwitz 
hout  as  much  as  a  scrap 

paper,"  says  Amram 
im,  foiTner  Israeli  admin- 
•ator  general  in  charge 
ibsentee  property. 
;n  thousands  of  cases,  the 
rs  received  biief  written 
ponses  that  nothing  had 
in  found.  In  each  in- 
ace,  the  banks  chai'ged  a 
ty  fee  to  conduct  the  search.  How- 
r,  the  Swiss  maintain  that  they  were 
ply  following  usual  procedures.  "This 

noiTnal  practice.  It  has  notliing  to  do 
h  Jewish  money  particularly.  We 
M  charge  a  search  fee  foi"  anyone 
dng  for  missing  money  in  our  bank," 
s  Franz  Raggenbass,  a  spokesman 
Union  Bank  of  Switzerland. 
iD  LETTER.  It  wasn't  until  1962  that 

Swiss  government  required  banks 
report  funds  held  by  them  on  be- 

of  foreigners  or  refugees  from  the 
According  to  reports  in  Israel — 

Swiss  never  released  any  figures — 

banks  reported  9.5  million  Swiss 
ICS  in  unclaimed  funds.  At  that  time, 

Swiss  government  asked  all  clai- 
its  to  registei'.  About  7,000  did  so — 
ugh  Levinsky  says  only  a  few  of 
56  claims  were  accepted.  They  re- 


CHAPUIS:  Bankers  may 
soften  their  stance 


ceived  about  7.5  million 
francs  when  the  Swiss  dis- 
bursed the  funds  in  1972. 
Jewish  communities  in 
Switzerland  and  a  Swiss 
refugee  organization  got 
the  remaining  2  million 
francs.  The  1962  ordinance 
did  not  apply  to  those  liv- 
ing in  Eastern  Europe,  as 
the  Swiss  feared  that  the 
funds  would  be  confiscated 
by  the  Communists. 

The  9.5  million-ft-anc  fig- 
ure did  not  include  num- 
bered accounts,  safe-deposit 
boxes,  or  holdings  of  Jew- 
ish-owTied  companies.  "From  the  Suiss 
point  of  view,  companies  did  not  i)erish  at 
Auschwitz" — even  if  theii'  owners  did — 
Levinsky  notes.  To  the  Swiss,  the  issue 
was  a  dead  letter  after  1972,  when  the 
funds  were  disbui"sed.  Swiss  banks  did 
agi-ee  to  cany  out  searches  for  missing 
funds — for  a  price — and  to  turn  over 
abandoned  money  to  the  ovmers  or  heirs. 
But  Levinsky  knows  of  no  one  who  has 
had  any  success.  Swiss  banking  officials 
wouldn't  comment. 

Part  of  the  problem  in  tracing  Swiss 
bank  accounts  is  the  tight  secrecy  of 
Swiss  banking  laws.  Banks  must  keep 
account  records  open  indefinitely — but 
that  is  not  always  enough.  Since  1934, 
when  the  Swiss  tightened  their  secrecy 
laws,  banks  could  open  accounts  with 
numbers,  and  the  banks  often  had  no 
record  of  who  owmed  the  account.  Swiss 


law  pennits  banks  to  destroy  correspon- 
dence related  to  accounts  after  20  years. 
That  could  help  shroud  the  origins  of 
the  numbered  accounts. 

Critics  maintain  that  the  Swiss  have 
approached  the  issue  in  a  particularly 
heartless  manner.  Duiing  his  five  years 
as  Israeli  economic  consul  in  Zurich  in 
the  eariy  '80s,  dozens  of  Jews  asked 
Noah  Flug  for  assistance  in  tracking 
down  fimds  deposited  in  Swiss  banks  by 
relatives  prior  to  and  during  Worid  War 
II.  In  neaiiy  all  cases,  the  tr-ail  went 
cold.  "The  Swiss  banks  took  a  legalistic 
appr-oach  to  the  pr'oblem  and  wer-e  very 
inflexible,"  says  Flug,  now  general  secre- 
tary of  the  Worid  Jewish  Restitution  Or- 
ganization, for-med  to  deal  with  Jewish 
claims  in  Easterii  Europe.  Svriss  banking 
officials  declined  to  comment. 
LUMP  SUM?  As  r-ecently  as  Marx-h,  Jean- 
Paul  Chapuis,  secr'etary  general  of  the 
Swiss  Banker-s  Assn.,  was  saying  that 
the  j^r'oblem  of  Jewish  money  had  been 
solved.  But  in  April,  not  long  before  Vil- 
Kger's  r-evelation  of  the  secr*et  pact  with 
the  Nazis,  the  bankers  caved  in.  At  the 
behest  of  the  Swiss  government,  the  as- 
sociation began  an  inquiry  into  the  issue 
and  has  promised  a  r'epoit  on  the  sub- 
ject by  year'end.  "The  money  r-emains 
the  pr'operty  of  the  depositors  and  their 
legal  heir's,"  says  Kurt  Hauri,  dir-ector-  of 
the  Swiss  Feder-al  Banking  Commission. 

Levinsky  says  the  Swiss  willingness 
to  reopen  the  matter-  could  lead  to  an 
overall  settlement  in  which  a  lump  sum 
would  be  paid  to  settle  the  claims  once 
and  for  all.  But  the  Swiss  will  have  the 
last  wor'd.  Will  they  insist  upon  paying 
only  legal  heirs  who  can  furnish  docu- 
mentation— even  though  entir'e  families 
perished  during  the  war-,  leaving  no 
heirs  and  no  recoi-ds?  In  fact,  it  isn't 
even  clear  if  they  will  conduct  any 
sear-ches.  Bankers  Assn.  spokeswoman 
Silvia  Matile  says  the  inquiry  "is  aimed 
at  proving,  among  other-  things,  wheth- 
er the  sear-ch  for-  this  money  is  feasible 
or  not."  The  answer,  for  50  year-s,  has 
been  no — and  as  long  as  it  remains  so, 
this  sour-  episode  from  Worid  War-  II 
will  continue  to  cast  a  pall  over  the 
Swiss  banking  world. 

By  Neal  Sandler  in  Jerusalem,  with 
John  Patry  in  Geneva  and  Gary  Weiss 
in  New  York 


The  President  of  Switzerland,  Kasper 
Villiger,  admitted  on  May  7  that  his  country 
"bears  a  considerable  burden  of  guilt  for  the 
treatment  of  Jews  by  our  country" 


JEWISH  REFUGEES,  1947:  SWISS  BANKS  REQUIRE 
LONG-VANISHED  DOCUMENTATION  FROM  HEIRS 
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INVESTING 


RISK  ARBITRAGE 
FOR  THE  TIMID 

In  the  '90s,  even  cautious  investors  are  having  a  go 


Back  in  the  rough-and-tum 
ble  1980s,  risk  arbitrage — 
betting  on  ttie  outcome 
of  takeover  deals — was  a 
game  played  mostly  by  high- 
rolling  wealthy  individuals. 
It  was  considered  much  too 
risky  for  so-called  "pradent" 
investors. 

Now,  some  cautious  in- 
vestors, such  as  pension 
funds  and  endowments,  are 
coming  to  the  conclusion 
that  risk  ai'bitrage  can  pro- 
duce fat  returns  with  less 
risk  than  traditional  stock 
investments.  With  merger- 
and-acquisition  activity 
showing  no  signs  of  abat- 
ing, such  institutions  as 
General  Electric  Co.'s  $28- 
billion  pension  tmst  are  be- 
ginning to  jump  in.  Budge 
Collins,  chairman  and  chief 
executive  of  Collins  Asso- 
ciates,  a  firm   in  Newport 
Beach,  Calif.,  that  manages 
money  for  pension  fimds,  endow 
ments,  and  wealthy  individu- 
als, says  that  the  approximate- 
ly 10  arbitrageurs  he  deals 


PLAYING  THE  M&A  GAME 


fund,  or  roughly  $70  million,  with  at 
side  risk  arbitrage  managers. 

To  be  sure,  pension-fund  consult;tt 
and  arbitrageurs  say  that  many  nrf 
pension  and  endowment  funds  are 
rently  kicking  the  tires  than  wri 
checks.  But  they  think  that  more  ] 
sion  and  endowment  funds  will  eve 
ally  come  to  regard  risk  arbitrage  . 
relatively  mainstream  investmient 
tion,  certainly  one  that  promises  ■ 
risk  than  venture  capital,  commei 
real  estate,  distressed  secui'i 
and  junk  bonds. 
RAIDER-FRIENDLY.  Risk  a 
trage  is  certainly  less  risk  - 
somewhat  less  profitable- 
it  was  in  the  1980s,  w 
many  deals,  often  launche( 
raiders  vdth  questionabl' 
nancing,  fell  apart.  S 
1991,  the  cancellation  rat^ 
announced  deals  has  a 
aged  about  3.5%,  half  the 
:    el  for  the  11  years  endiii 
'    1990,  according  to  Me 
Lynch  &  Co.'s    Merge i 
Review.  Today,  bank  fin 
ing  is  readily  available 
most  large  public  deals 
being  launched  for  strat 
rather  than  purely  finai 
reasons.  "There  are  blue 
buyers  and  blue-cbjp  sell* 
says  Peter  M.  Schoen 
vice-chaiiTTian  and  head  ol 
risk-arbitrage  unit  at  W 
heim  Schroder  &  Co.,  a 
Street  fu-m. 

Playing    the    arb  g; 
though,  could  raise  some  ti 
issues  for  institutions, 
money  in  the  hands  of 


with  say  they  have  received  a    -^'rM.ffA     says  Alan  R.  Bromberg, 


total  of  about  $1  billion  in  new 
money  over  the  past  year, 
most  of  it  from  corporate  em- 
ployee ]3ension  funds. 
FRISKY  RETURNS.  Risk  arbi- 
ti'age,  says  Heide  L.  Lanlveit,  a 
senior  reseai'ch  analyst  at  Taco- 
ma  (Wash.)  pension  consultant 
Frank  Russell,  "is  a  good  di- 
versifier.  It's  producing  attrac- 
tive returns  now  and  we  ex- 
pect attractive  returns  over  the  next 
two  to  three  years."  Lankeit  tracks  the 
annual  returns  of  55  "event-driven"  in- 
vestment managers,  whose  holdings  in- 
clude distressed  securities  as  well  as 
risk  arbitrage.  Over  the  past  three-  and 
five-year  periods,  the  returns  were 
16.6%  and  18.6%  respectively.  That  com- 
pares vrith  S&P  returns  of  6.3%  for  the 
same  three-year  period  and  8.7%  for 
five  years. 


Higher  long-term  returns 
than  traditional  investing 


Susceptible  to  shai-p  losses 
if  big  deal  blows  up 


•  Less  volatility  than  S&P 
500  stock  returns 


•  Declines  in  a  single  year 
can  be  much  worse  than  rest 


1  A       J.  1    1        14-      of  market  , 
Index  not  closely  correlat-    also 


ed  with  stock  market 

•  More  liquid  than  other  al- 
ternative investments  such  as 
venture  capital 


Management  fees  often 
higher  than  for  more  conven- 
tional funds 


DATA:  BUSINESS  WEEK 


In  part  because  risk  arbitrageurs  are 
still  seen  as  promoters  of  hostile  take- 
overs, most  pension  funds  that  have  in- 
vested in  risk  arbitrage  prefer  to  re- 
main in  the  closet.  Yet  company  soui'ces 
say  that  such  companies  as  Eastman 
Kodak  Co.  and  Kennecott  Corp.  are 
players.  A  spokesperson  for  General 
Electric  says  that  the  conglomerate's 
pension  tnist  fund  had  "fairly  recent- 
ly" invested  one-quarter  of  1%  of  its 


cuiities  law  professor  at  Sc 
ern  Methodist  University, 
itself  help  "create  a  more 
genial  environment  for  t 
overs."  But,  he  adds,  it  ( 
enable  more  raider 
play  in  the  takeover  game 
create  "conflicts  of  interes 
pension  trustees,"  particu 
if  the  company  is  a  raider 
target. 

Some  of  the  new  arb  money 
found  its  way  to  Wertheim  Schr( 
which  claims  to  be  one  of  the  few  1 
Wall  Street  fiiTns  that  invests  other 
pie's  money  in  these  transactions.' 
cording  to  Schoenfeld,  Wertheim's 
arbitrage  limited  partnership  fund 
grown  by  about  50%  in  the  past  yej 
about  $180  million.  Virtually  all  oljji 
$60  million  in  new  money  has  come  oi 
three  coiporate  employee  pension  fid- 
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Lifter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction  / 
as  many  or  our  guests. 


'X  '{  .  . .  M»  came  from.  Some  have 

marble  bathrooms,  hand- 
loomed  French  carpets, 


s fc^*^'^'^**^^4^^§^..tf'sJ^'^    V^'  crystal  chandeliers 


,     Y^WM     if  A:     Ir  will       in  „n, 


"I've  never  seen  anything  ^ 
like  this." 

Which  is  hardly  surprising 
because  there's  nothing  like  The  ^"^V,  ^ 
Sherry-Netherland.  Instead  of  the     "^^"ij^^^.^^  '"'     location  in  New  York.  Across 


^l,     We  even  have  a  library. 

or  a  movie. 
It  will  be  in  your  room  in 
minutes.  And  we  have  the  best 


usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F. A.O.  Schwarz  —  and 


ROMAN-GRECO  VASE 

N  ONE  OF  OUR  SUITES    j ust  a  shott  walk  to 


HARRY  CIPRIANI'S 
RESTAURANT 
^>   SERVES  YOU 


THEIR  DINING  ROOM- 
OR  IN  YOUR  SUITE 


5-PAINTED 
AN  RENAISSANCE 
IcD  ELEVATORS 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town. 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

a/e  SH€RRV-M€TH€RIAMD 

Your  Place  In  Town 


Finance 


college  and  foundation  endowments,  and 
even  small  investments  from  a  few  pub- 
lic pension  fimds,  including  one  big-city 
firefighters'  union  fund.  Since  the  fund 
was  started  in  1980,  Wertheim  says  it 
has  generated  a  23.3%  gi'oss  compound 
annual  return  to  investors  after  expens- 
es— and  a  net  return  of  19%  after  the 
firm  takes  its  hefty  shai'e  of  the  profits. 
In  1988,  the  fund  earned  a  gross  return 


of  nearly  114%.  Defying  last  year's  beai* 
market,  it  generated  a  12.6%  gross  re- 
tura.  The  fund  is  also  investing  in  over- 
seas deals,  including  transactions  in 
which  neither  the  acquii'er  nor  the  tar- 
get is  a  U.  S.  company. 

Risk  arbitrage,  of  coui'se,  is  no  slam- 
dunk.  "Risk  ai'b  hasn't  always  worked," 
explains  Budge  Collins.  "If  in  1987  and 
1990  you  say  you  invested  in  risk  arbi- 


trage, it  looks  like  you  took  stu8 
pills."  When  the  hits  come,  they  came 
brutal.  Wertheim's  fund  dropped 
nearly  17%  in  1987  and  28.7%  in  1! 
thanks  to  the  collapse  of  bids  to 
out  UAL  Coi-p.,  parent  of  United 
lines.  Risk  arbitrage  investors  are  '< 
ting  that  the  skies  will  be  a  lot  frieii 
er  in  the  future. 

By  Phillip  L.  Zweig  in  New  i 


FUNDS 


AN  OPEN  SECRET: 
CLOSED-END  FUNDS 

Bargains  are  plentiful.  So  why  are  investors  shunning  them? 


T 


I  he  bulls  seem  to  stampede  down 
Wall  Street  evei-y  day,  taking  the 
stock  mai'ket  to  new  highs.  They're 
galloping  thi'ough  the  bond  market,  too. 
But  there's  one  dark  comer  untouched 
by  the  thundering  herd: 
U.  S.  closed-end  funds. 
They're  trading  at  bear- 
market  valuations,  mak- 
ing them  some  of  the 
best  bargains  in  the  in- 
vestment bazaar. 

Closed-end  funds' 
problem  is  not  their  port- 
folios. The  value  of  their 
holdings  has  surged  this 
year.  But  closed-ends 
have  a  fixed  number  of 
shares  that  trade  like 
stocks.  That  means,  unlike  mutual  funds, 
they  can  change  hands  at  prices  fai"  dif- 
ferent from  their  net  asset  values 
(nays).  When  a  fund  trades  at  a  price  in 
excess  of  nav,  it's  at  a  premium;  when 
the  price  is  below  nav,  it's  at  a  dis- 
count. In  bull  markets,  investors  bid  up 
the  shares:  Discounts 
narrow  and  sometimes 
become  premiums. 

The  bulls  have  held 
sway  for  the  past  six 
months,  yet  they  have 
had  no  impact  on  dis- 
counts. Bond-fund  dis- 
counts are  little  changed 
from  the  bear-market 


CLOSED-END  DISCOUNTS 
ARE  WIDENING 


DATA:  THOMAS  J.  HERZFELD  ADVISORS  INC 


12.5%,  even  though  NAVs  lost  less  than 
half  that  amount.  Bond-fund  prices 
plunged  14.9%,  vs.  a  3.9%'  portfoho  loss. 
"There's  just  no  investor  interest,"  sighs 
Thomas  J.  Herzfeld,  whose  Miami  in- 
vestment firm  specializes 
in  closed-ends. 

When  buyers  are 
scarce  is  just  the  time 
bargains  are  bountiful 
(table).  "These  funds  ai"e 
about  as  out  of  favor  as 
you  can  get,  and  many 
are  historically  very 
cheap,"  says  Colin  Ma- 
thews, an  analyst  for 
Momingstar  Closed-End 
Funds.  In  buying  closed- 
ends  at  a  large  discount, 
investors  can  win  two  ways  if  the  mar- 
kets rise:  one  from  the  gains  in  the 
underlying  portfolio  and  the  other  from 
the  improvement  in  share  price. 

It  also  helps  to  look  for  a  catalyst 
that  can  eliminate  the  discount.  For  in- 
stance, the  Jundt  Growth  Fund,  at  a 


A  Bargain  Sampler 


EaUITY  FUNDS  | 

1 

DISCOUNT  FROM 

DISCOUNT  FROM 

NET  ASSET  VALUE* 

NET  ASSET  VALUE' 

CHARLES  ALLMON  TRUST 


-15.3%   ALLMERICA  SECURITIES  TRUST 


have  actually  widened 
(chart).  The  reason?  In- 
vestors haven't  shaken 
off  1994.  That's  when 
share  prices  for  equity 
funds  fell  an  average  of 


BAKER  FENTRESS 

-18.1 

BLACKROCK  STRAT.  TERM  2002 

-13.1 

JUNDT  GROWTH 

-7.7 

CS  FIRST  BOSTON  INCOME 

-13.3 

ROYCE  OTC  MICRO-CAP 

-14.2 

FRANKLIN  UNIVERSAL 

-7.5 

SALOMON  BROS. 

-17.8 

NUVEEN  PREM.  INC.  MUNI.  4 

-13.0 

SOUTHEASTERN  THRIFT  &  BANK 

-9.2 

VAN  KAMPEN  MERRIH  CA.  VALUE 

-20.1 

'Prices  and  discounts  based  on  May  12  close,  except  BlackRock 
Strategic  and  Franklin  Universal ,  wtiicti  are  based  on  May  11 


DATA:  LIPfER  ANALYTICAL  SERVICES  INC. 


7.7%  discount,  plans  to  convert  int 
mutual  fund,  which  will  wipe  out 
discount.  Analysts  also  like  the  Ch;' 
Allmon  Ti-ust,  a  fund  with  a  medi( 
track  record  and  a  15.3%  discount.  P 
folio  manager  Allmon  is  retiring  . 
vrill  hkely  be  replaced  by  Liberty  A; 
Management  Co.  Liberty  also  runs  I 
erty  All-Star  Equity  Fund,  which  i 
sells  at  a  5.6%  discoimt  but  often  try 
at  a  slight  premium. 

A  cut  in  the  capital -gains  tax  wi 
help  vintage  funds  such  as  Baker  1 
tress,  Ti'iContinental,  and  Salor 
Brothers.  All  own  stocks  bought  fi 
fraction  of  theii-  CLUTent  value  and  h 
huge  unrealized  gains.  "One  rea 
these  funds  sell  at  discounts  is  that  1 
ers  are  factoring  a  tax  hability,"  s 
Herzfeld.  With  a  lesser  tax  bite 
counts  should  naiTow. 
"FLAT  TAX"  TALK.  There's  opportu 
among  the  bond  funds,  too.  Muni  fu 
have  been  under  pressure  as  "flat  t 
talk  sweeps  through  Washington 
lowering  rates,  a  flat  tax  would  ra 
munis  less  attractive.  Nonetheless,  H 
feld  says  some  funds  are  irresisti 
He  bought  Van  Kampen  Menitt  Cali 
nia  Value  Fund  at  a  20.1%  disco 
which  is  even  lai-ger  than  when  Ora 
County  filed  for  bankiniptcy. 

Fund  analyst  Robert  A.  Youn| 
Dean  Witter  Reynolds  Inc.  looks 
similai"  funds  that  have  different  res 
such  as  BlackRock  Strategic  Tenn  T 
2002  and  BlackRock  Income  Trust, 
portfolio  returns  of  both  funds 
' ""  around  10%  so  far 
year.  Yet  Term  Trus 
up  8.8%  in  share 
and  trades  at  a  13 
discount,  while  Inc( 
Ti"ust  is  up  more  t 
14%  and  sells  at  a  f 
discount.    "If  Inc 
Ti-ust  can  rally,  so 
Term  Tnrst,"  says  Yo 
To  be  sure,  there's 
sure  thing  in  invest 
But  at  current  le\ 
closed-ends  come  mij 
close. 

By  Jeffrey  M.  Lac 
yuan  in  New  York 


-13.9% 
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jO  Above  and  Beyond  Your  Bottom  Line 


he  1995  Business  Week  Forum  of  Financial  Directors 

The  Financial  Director:  Sentinel  of  Value 

here's  a  new  breed  of  Financial  Director.  One  who's  looking  beyond  corporate  finance 
nd  taking  charge  of  overall  corporate  strategy.  Join  Business  Week  a.nd  the  Financial  Directors 
f  Europe's  business  community  for  face-to-face  interaction  and  discussion  on  how  today's 
inancial  Director  is  doing  more  than  ever  to  improve  the  bottom  line. 

_        ,        ^  r\r^r-  In  association  With: 

7-18  October  1995  eunetcom 

'he  Reeent  London  , ,  ^[^''P;  , 

.     ^  Union  Bank  or  Switzerland 

-Ond-On,  U.Jv.  Unisys  Corporation 

iatured  Speakers:    Peter  Sutherland,  Chairman,  Allied  Irish  Bank,  Director  General,  GATT,  1993-95 
Sir  David  Frost  OBE,  Broadcaster/Interviewer 
Marco  Polo,  Chief  Financial  Officer,  Benetton  Group 


)  register  for  the  Europe  Forum  of  Financial 
irectors,  call  +1(212)  512-2184,  fax  your  response  to 
(212)  512-6281,  or  mail  this  registration  lorm  to: 

in  McKenna 

isiness  Week  Executive  Programs 

21  Avenue  of  the  Americas,  36th  floor 

:w  York,  NY,  U.S.A.  10020-1095 
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EXECUTIVE    PR  O  G  R  A  M  S 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 


ii 


A  SLEEPING  BEAUn 
IN  KIDDIE  TV 

Kid  stuff  is  a  big  winner  these  days 
in  the  movies — and  in  TV  land.  And 
eveiy  w^eek,  62%  of  all  preschoolers, 
according  to  A.  C.  Nielsen,  watch  pbs. 
So  savvy  investors  have  been  buying 
into  companies  that  excel  in  the  fast- 
growing  business  of  producing  chil- 
dren's shows.  One  enterprise  that  has 
caught  heavy  hitters'  fancy  is  little- 
known  Lancit  Media  Productions 
(lnct),  a  leading  creator  of  tv  pro- 
grams for  kids  and  family  audiences. 

PROFIT  PROSPECTS  R'  THEM 


EMMINfiS 
KR  SHARE 

1997  Est 

$1.00 

1996  Est 

40C 

1995  Est, 

200 

1994 

H 

1993 

-250 


JAN.  6,  '95 


MAY  16 


ADOLLARS        'FISCAL  YEAR  ENDS  JUNE  30 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  RICHARD  GEISfS 
STRATEGIC  imsriNG 

Based  on  Lancit's  "sensational  earn- 
ings prospects,"  Richard  Geist,  editor 
of  Richard  GeiM's  Strategic  Investing, 
says  the  stock,  currently  trading  at 
13?^,  "could  hit  30  in  a  year  or  so." 
That's  not  all.  He  beheves  Lancit  is 
the  '^ogical  candidate  for  a  buyout  by  a 
major  media  or  toy  company."  Lancit 
CFO  Gary  Stein  says  they're  talking 
with  the  big  players  in  media  and  toys 
for  possible  strategic  alliances,  but 
there's  nothing  definite  to  announce. 
Lancit  has  already  signed  licensing 
pacts  with  Fisher-Price  for  toys,  Sony 
for  home  videos,  and  Russ  Berie  for 
gift  items. 

Lancit's  The  Puzzle  Place,  featuring 
multi-ethnic  puppet  characters,  pre- 
miered in  January.  Its  ratings  are  sec- 
ond only  to  Barney  and  Friends  in  the 
PBS  kids'  lineup — thus  outpacing  Sesa- 
me Street.  Whispers  are  that  Lancit 
win  soon  announce  deals  with  a  nation- 
al toy  retailer  and  a  department-store 
chain  to  market  Puzzle  Place  products. 

A  second  Lancit  series  is  Reading 
Rainbow,  the  long-running  pbs  show 
that  has  won  six  1995  Daytime  Emmy 
Award  nominations.  Now  in  its  12th 


season,  the  series  adapts  picture  books 
appropriate  for  beginning  readers. 

Lancit's  third  program.  Backyard 
Safari,  a  weekly  natural  science  series 
for  kids  in  the  early  grades,  is  sched- 
uled to  air  early  in  1996. 

While  Geist  expects  1996  to  be  a 
big  year  for  Lancit,  with  estimated 
earnings  of  40<2  a  share  on  revenues 
of  $35  milHon,  he  says  Lancit  should 
have  a  breakout  in  the  year  ending 
June,  1997,  when  productions  will  be 
up  and  running.  By  then,  enough  film 
costs  will  be  written  off  that  world- 
wide merchandising  and  licensing  rev- 
enues vnH  filter  through  relatively  un- 
impeded to  the  bottom  line,  he  figures. 

Geist,  who  expects  a  1997  net  of  $1 
a  share  on  revenues  of  $70  million, 
says  Lancit's  balance  sheet  is  "stellar," 
with  $10.5  million  in  cash  and  zero 
long-term  debt.  Despite  threatened  cut- 
backs at  PBS,  says  Geist,  "Lancit  will 
see  a  proliferation  of  opportunities." 

THE  DEEP  ALLURE 
OF  POOL  ENERGY 

Don't  follow  the  crowd.  That's  what 
adviser  Charlie  LaLoggia  is  telling 
the  many  investors  chasing  oil  stocks. 
These  companies  are  bubbling  because 
crude  prices  ai-e  firming,  but  he  thinks 
the  shares  are  near  their  peak.  In- 
stead, LaLoggia  likes  Pool  Energy  Ser- 
vices (PESC),  which  does  drilling  and 
maintenance  for  oil  and  gas  companies, 
mainly  in  Alaska,  California,  and  the 
Gulf  of  Mexico. 

What's  Pool  Energy's  allure?  Take- 
over prospects.  Never  mind  that  the 
shares,  now  at  9,  are  trading  below 
their  book  value  of  9!^  or  that  Pool  will, 
according  to  analysts,  earn  200  a  share 
in  1995 — vs.  a  loss  of  94^  last  year. 

The  speculation  is  that  Nabors  In- 
dustries (nbr) — an  oil-and-gas  equip- 
ment-and-services  company — may  make 
a  run  for  Pool  Energy,  in  which  it  al- 
ready has  a  6.4%  stake.  In  a  buyout. 
Pool  Energy  is  worth  14  to  15  a  share, 
figures  LaLoggia.  Nabors  has  been  in 
an  acquisitive  mode  for  some  time,  ac- 
cording to  analyst  Joe  Agular  of  John- 
son Rice,  an  investment  firm  in  New 
Orleans.  Agular  says  Pool  Energy  is 
"attractively  valued  based  on  its 
healthy  cash-flow." 

Nabors  acquired  its  stake  in  Pool 
Energy  last  June.  A  Pool  spokesman 
says  ofBcials  of  the  two  companies  met 
once  after  the  purchase.  Nabors  Chair- 
man and  CEO  Eugene  Isenberg  says 


he's  still  evaluating  several  alten- 
tives,  "including  purchasing  more  Pn} 
shares,  making  a  proposal  for  a  mer^r 
or  other  combination,  and  seeki| 
board  representation." 

PLACING  A  BET 
ON  JOHN  KLUGE 

What's  bilHonaire  John  Kluge  up 
these  days?  He's  trying  to  j 
back  into  the  media,  entertainment,  & 
telecommunications  business  in  a  1 
way.  He  had  built  Metromedia  int( 
giant  company  and  then  sold  its  asst 
mainly  radio  and  TV  stations,  in  1984 
$4.6  billion.  His  new  company:  Met 
media  International  Group,  is  focus: 
its  growth  efforts  in  Eastern  Euro 
Asia,  and  the  former  Soviet  Union. 

"Metromedia  International  is  a 
on  Kluge  and  his  group — who  hi 
consistently  been  the  first  to  en 
markets  with  explosive  upside  pot 
tial,"  says  Steve  Christensen  of 
las  Research  &  Trading.  "We're 
ting  they'll  be  big  winners  again 
these  emerging  markets  for  cable,  r 
dia,  and  phone  services 

The  company  results  fi"om  a  four-v 
merger  of  Orion  Pictures  (movies),  M( 
Sterling  (entertainment),  Metrome 
International  Telecommunications  (pb 
equipment),  and  Actava  Group  (a  m 
conglomerate).  Upon  completion  of  i 
merger  in  July,  Metromedia  will  be  p 
Ucly  traded,  with  Kluge  as  chairm 
Stuart  Subotnick  as  vice-chairman,  <• 
Jack  Philips  as 


and 


THE  ACTAVA  ROA 
TO  METROMEDU 


11  5 


10.5 


president 
CEO. 

Investors  can 
get  in  on  the  new 
Metromedia  now 
by  buying  either 
Actava  (act),  at 
9,  or  Orion  Pic- 
tures (orpc),  at  6. 
Chistensen  esti- 
mates that  the 
new  Metromedia, 
which  will  trade 
on  the  Big  Board 
in  July,  has  an  in- 
trinsic value  of  30 
a  share. 

The  company  has  formed  joint 
tures  with  the  governments  in  18  c( 
tries  in  Eastern  Europe  and  the  for 
Soviet  bloc  to  provide  phone,  ca* 
and  media  services.  It  has  also  sigit 
similar  agreements  in  two  provir?£ 
in  China. 


6.5 


ACTAVA 
STOCK  PRICE 

WEEKLY  CLOSE 


JAN. 6, '95 
i DOLLARS 
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No  matter  wkere  you  sit  on  tke 
plane,  you'll  always  travel  first  class 
witk  Lark  8®  Soft  Pigg  vkack® 
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International  Economics 


CHILE 


A  STRATEGY 
FOR  ALL  SEASONS 

As  Chile's  "hybrid"  economy  dodges  the  Latin  shock  waves,  it's  the  envy  of  the  region 


M 


was 


I  exico's  suiprise  peso  devaluation 
in  December  sent  powerful  jolts 
through  Latin  America.  The  fra- 
Igility  of  Argentina's  economy 
soon  revealed,  and  some  experts 
began  worrying  that  all  the  nations  that 
have  opened  up  to  free-market  reforms 
would  find  themselves  in  trouble.  But 
Chile,  the  long,  thin  country  at  the  bot- 
tom of  the  continent,  is  buoyant  with 
steadily  increasing  foreign  reserves,  fall- 
ing inflation,  and  domestic  savings  that 
have  reached  East  Asian  proportions. 
"It's  like  having  a  nice  house  in  a  bad 
neighborhood,"  jokes  Roberto  de  An- 
draca,  the  chairman  of  steel  conglom- 
erate CAP. 

Chileans  can  be  forgiven  a  little 
smugness.  While  recessions  batter  Mex- 
ico and  Argentina,  the  country  that 


started  the  region's  market  experiment 
two  decades  ago  is  racking  up  impres- 
sive gains.  Gross  domestic  product  will 
grow  by  an  estimated  6%  this  year — as 
it  has  done,  on  average,  for  the  past 
five  yeai's.  Inflation  has  dropped  to  8.3% 
annually  from  27%  in  1990,  and  Chile's 
trade  sui-plus  is  widening.  While  a  pan- 
icky capital  flight  forced  drastic  belt- 
tightening  by  Argentina  to  avoid  deval- 
uation of  its  peso,  Chile's  currency  has 
climbed  7%  against  the  dollar  since  Dec. 
19  (charts,  page  86E-10). 
"HOUSE  IN  ORDER."  That  success  is  in- 
creasingly attributed  to  the  "Chilean 
model."  Although  Chile's  U.S.-educated 
technocrats  started  with  University  of 
Chicago-style  radical  reforms,  they  soon 
suffered  a  boom-and-bust  in  the  early 
1980s.  In  response,  they  gravitated  to  a 


distinctive  hybrid  BUOYANT 
system  that  guards  giujonsare 
agamst   hot  mon- 
ey"   flows    from  flowing  mtot 
abroad  while  gen-  Santiago  bol5 
erating  and  Chan-  and  Other 
nehng  Chiles  capi-  ,  , 

tai.  As  a  result,  the  capital  mark 

country  is  attract- 
ing big-ticket  direct  investments,  v 
its  own  companies  are  spreading  teii 
wings  regionally.  "This  country  hasJu 
its  house  in  order  and  now  can  takfic 
vantage  of  the  very  large  mar-et 
around  it,"  says  Paolo  Fresco,  vice-cii] 
man  of  General  Electric  Co.,  whicbx 
pects  to  double  its  1994  Chilean  sale' t 
$220  million,  this  year. 

The  combination  of  robust  dom.t; 
performance  and  do-it-yourself  regte 
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isume  this  is  a  business  venture. 


As  global  as  business  itself. 


RATE  FINANCE  ■  MERGERS  AND  ACQUISITIONS  ■  CAPITAL  MARKETS  •  SECURITIES  UNDERWRITING  AND  FINANCIAL  STRUCTURING  ■  SECURITIES  TRADING  AND  SALES 
L  RESEARCH  •  RISK  MANAGEMENT  •  LEVERAGED  FINANCE  ■  MERCHANT  BANKING  ■  STRUCTURED  FINANCE:  PROJECT  FINANCE.  ASSET  SECURITIZATION, 
6STATE  FINANCE.  PUBLIC  FINANCE  •  CORPORATE  AND  INSTITUTIONAL  BANKING  ■  FOREIGN  EXCHANGE  AND  TREASURY  SERVICES  ■  TRADE  FINANCE 
iING   MARKETS  •   GROWTH   INDUSTRY  SPECIALIZATION     LIFE  SCIENCES  AND  TECHNOLOGY  ■   INSTITUTIONAL  ASSET  MANAGEMENT  ■   PRIVATE  BANKING 


E  UNITED  STATES.  UNION  BANK  OF  SWITZERLAND  OPERATES  THROUGH  VARIOUS  BRANCHES  AND  SUBSIDIARIES  WITH  HEADQUARTERS  AT 
RK    AVENUE.    NEW    YORK,    NY    10171       OTHER    OFFICES    IN    NORTH    AMERICA:    CHICAGO.    HOUSTON.    LOS    ANGELES.    SAN    FRANCISCO.    TORONTO.  MONTREAL 


We  guarantee 
you  II  meet  with 


success. 


Diamui  Vaiighcm  -  Director  of  Sales 


Embassy  Suites" 
hotels  give  you  twice  as 
many  places  to  meet. 
From  a  breakout  meet- 
ing in  your  suite,  to  a 
get-together  in  the 
atrium,  to  a  small 
meeting  in  a  conference 
room,  we've  got  the  space. 

Just  as  important, 
we  have  a  comfortable, 
sociable  atmosphere  that  makes  meeting  a  pleasure. 
Our  friendly,  eft  icient  staff  is  always  close  by  and  eager 
to  help.  And  our  1 00%  satisfaction  guarantee  ensures 
your  meetings  will  be  on  time  and  set  up  properly  - 
exactly  as  specified  by  you  -  or  you  don't  pay. 


Gather  in  our 
beautiful  atrium. 


Of  course,  meetings  aren't  just  about  meeting. 
You  can  relax  in  your  spacious,  two-room  suite. 
Enjoy  a  free,  cooked-to-order  breakfast  every 
morning.  And  unwind  each  evening  with 
complimentary  beveragest  in  our  beautiful  atrium. 

There  is  simply  no  better  place  to  have  your 
next  meeting.  It's  Twice  the  Room.  Twice  the 
Comfort.  And  Twice  the  Value.  Only  at  Embassy 
Suites.  Twice  The  Hotel: 


EMBASSY 
SUITES 

Twice  The  Hotel 

For  immediate  assistance,  dial  direct  to 
the  liotels  listed  on  the  next  page  or  call 

1-800-634-0066." 


IVuik  at  Your  leisure  in  our  two-ruoin  suites. 


On-Line  Computer  Users:  For  an  on-line  version  of  the  Embassy  Suites 
directory  via  Internet  use  code;  httpi  /vvwvv.promus. com  embassy.html 
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RIZONA 

agsialT 

rand  C  anyon  Gateway 

20)  "44-4333 

loenix  (4) 

rameihead  Airport 

44th  Street) 

602)244-8800 

fempe  ASU  Area 

602) 897-7444 

"homas  Road'Airport  West 

602)957-1910 

Vestside 

602)279-3211 

ottsdale 

02)949-1414 

icson  (2) 

iroadway 

602) 745-2700 

nternational  Airport 

602) 573-0700 

.CALIFORNIA 

cadia 

18)445-8525 
ea 

14) 990-6000 
lena  Park 
14)  739-5600 
ivina 

18)  915-3441 
ine 

14)  553-8332 
mpoc 

)5 1  735-831  1 
s  Angeles  (2) 
iQwnev 

!10)  861-1900 
itemational  Airport 
110)215-1000 
im  Desert  Resort 
9) 340-6600 
1  Diego  (2) 
an  Diego  Bay 
119)239-2400 
a  Jolla 

119)453-0400 
necula 

109)  676-5656 

.CALIFORNIA 

<e  Tahoe  Resort 
6) 544-5400 
asant  Hill 
0) 934-2500 
1  Luis  Obispo 

15)  549-0800 
1  Rafael 

5) 499-9222 
ita  Clara 
i8)  496-6400 

ILORADO 

lorado  Springs 
9)  599-9100 
liver  (4) 
irport 

03) 375-0400 

owntown 

03)297-8888 

)v.theast 

03)  696-6644 

th  Center 

03) 792-0433 

STRICT  OF 
iLUMBIA  AREA 

xandna 
3)  684-5900 
'stal  City 
3) 979-9799 
ons  Comer 
3)  883-0707 


Washington,  DC,  (2) 
Downtown 
(202) 857-3388 
Chevy  Chase  Pavilion 
(202) 362-9300 

FLORIDA 

Boca  Raton 
(407)994-8200 
Jacksonville 
(904)731-3555 
Orlando  (4) 

Lake  Buena  Vista  Resort 

(407)  239-1144 

International  Drive/South 

(407)352-1400 

North 

(407)  834-2400 

Plaza  International 

(407) 345-8250 
Palm  Beach  Shores  Resort 
(407)  863-4000 
Tampa 

(813)  875-1555 

GEORGIA 

Brunswick 

(912)  264-6100 
Atlanta  (4) 

Airport 

(404)767-1988 
Buckhead 
(404) 261-7733 
Galleria 
(404)  984-9300 
Perimeter  Center 
(404)  394-5454 

HAWAII 

Maui 

(808)661-2000 

ILLINOIS 

Chicago  (4) 
Downtown 

(312)  943-3800 
Lombard/Oak  Brook 
(708)969-7500 
North  Shore/Deerfield 
(708)945-4500 
SchaumburgAVoodfield 
(708)397-1313 

INDIANA 

Indianapolis  (2) 
Downtown 
(317)  236-1800 
North 

(317)  872-7700 

IOWA 

Des  Moines 
(515)  244-1700 

KANSAS 

Kansas  City/Overland  Pk. 

(913)  649-7060 

KENTUCKY 

Covington 
(606)  261-8400 

LOUISIANA 

New  Orleans 
(504)525-1993 

MAINE 

Portland 
(207) 775-2200 

MARYLAND 

Baltimore 
(410)  584-1400 

MICHIGAN 

Detroit 

(313)  462-6000 


MINNESOTA 

Bloomington 
(612)884-4811 

MISSOURI 

Kansas  City  (2) 

Country  (Tlub  Plaza 

(816)756-1720 

International  Airport 

(816)891-7788 
St.  Louis  (2) 

Downtown 

(314)  241-4200 

Airport 

(314)  739-8929 

NEBRASKA 

Omaha 

(402)  397-5141 

NEW  JERSEY 

Parsippany 

(201)334-1440 

Piscataway 

(908) 980-0500 

Secaucus 

(201)864-7300 

NEW  YORK 

Syracuse 
(315)446-3200 

NORTH  CAROLINA 

Charlotte 
(704) 527-8400 
Greensboro/Airport 
(910)  668-4535 
Raleigh 

(919) 881-0000 
OHIO 

Cincinnati  (2) 

Northeast 

(513)733-8900 

RiverCenter 

(Covington,  KY) 

(606)261-8400 
Cleveland 
(216)765-8066 
Columbus 

(614)  890-8600 

OKLAHOMA 

Oklahoma  City 
(405)  682-6000 
Tulsa 

(918)622-4000 

OREGON 

Portland 
(503)644-4000 

PENNSYLVANIA 

Philadelphia  (2) 
Airport 

(215)365-4500 

Center  City 

(215)561-1776 
Pittsburgh/lnt'l  Airport 
(412) 269-9070 

SOUTH  CAROLINA 

Columbia 
(803)252-8700 
Greenville  Resort 
(803)  676-9090 

TENNESSEE 

Memphis 

(901)684-1777 

Nashville 

(615)  871-0033 

TEXAS 

Abilene 

(915)698-1234 


Austin  (2) 

Airport/>lorth 

(512)  454-8004 

Downtown/Town  Lake 

(512)  469-9000 
Corpus  Christi 
(512) 853-7899 
Dallas  (3) 

Love  Field 

(214)357-4500 

Market  Center 

(214)630-5332 

Park  Central  Area 

(214)234-3300 
El  Paso 

(915)  779-6222 

Houston 

(713)995-0123 

McAllen 

(210)686-3000 

San  Antonio  (2) 

International  Airport 

(210)525-9999 

N.W  1-10 

(210)  340-5421 

UTAH 

Salt  Lake  City 
(801)  359-7800 

VIRGINIA 

Richmond 
(804)672-8585 
Williamsburg 
(804) 229-6800 

WASHINGTON 

Seattle  (3) 
Bellevue 
(206)644-2500 
North/Lynnwood 
(206) 775-2500 
Seattle-Tacoma. 
International  Airport 
(206) 227-8844 

WISCONSIN 

Green  Bay 
(414)432-4555 
Milwaukee 
(414)  782-2900 

INTERNATIONAL 

CANADA 

Niagara/St.  Catharines 
(905)  984-8484 
Toronto/Markham 
(905) 470-8500 

NEW  PROPERTIES 

ALABAMA 

Montgomery 
Opening  Early  '96 

CALIFORNIA 

Monterey-Seaside 
Opening  Late  '95 

OREGON 

Portland  Airport 
Opening  Summer  '96 

COLOMBIA 

Bogota 

Opening  Summer  '95 

MEXICO 

Cabo  San  Lucas 
Opening  Late  '95 
Hermosillo,  Sonora 
Opening  Fall  '95 

THAILAND 

Bangkok 
Opening  '95 


Advertisement 


Plan  Your  Next 
Meeting  Via  The 
Internet  With 
Embassy  Suites®  Hotels 

Embassy  Suites along 
with  its  Promus  Hotels 
sister  brands  Hampton 
Inn"  and  Homewood  Suites®, 
is  once  again  leading  the  hotel 
industry  into  new  areas  by 
providing  busy  executives  with 
more  flexibility  and  convenience 
when  traveling  or  planning  a 
meeting.  Embassy  Suites  hotels 
pioneered  the  all-suites  concept 
and  is  now  among  the  very  first 
to  establish  a  presence  on  the 
information  superhighway  via 
the  Internet. 

Those  with  Mosaic,  Netscape 
or  any  other  World  Wide  Web 
browser  can  now  connect  to  the 
Internet  and  find  the  Embassy 
Suites  home  page  viawww.pro- 
mus.com/embassy.html.  Hampton 
Inn  and  Homewood  Suites  may 
be  reached  via  www.promus.com/- 
hampton.html  and  www.promus.- 
com/homewood.html  respectively. 

Interested  guests  can  browse 
through  a  full  hotel  directory 
and,  with  a  simple  click,  pick 
any  property  to  get  a  complete 
list  of  hotel  facilities,  nearby 
restaurants  and  attractions,  air- 
port directions  and  more. 
Later  this  year,  interested  guests 
should  be  able  to  view  a  photo 
of  each  property,  obtain  specific 
meetings  facilities  information 
and  even  book  reservations  and 
meetings  direct  on  the  Internet. 

Merging  convenience  with 
technology  is  another  way 
in  which  Embassy  Suites 
continues  to  provide  guests 
with  Twice  The  Value  at 
Twice  The  Hotel®. 


International  Economics 


integralKui  means  that  Chile  can  prob- 
ably sustain  its  success  even  if  its  bid  to 
join  the  North  American  Free  Tirade 
Agreement  stalls.  Ministerial-level  talks 
with  the  U.S.,  Canada,  and  Mexico  on 
joining  the  NAFTA  club  are  scheduled  to 
start  on  June  7.  Chile  also  can — and 
likely  will — cut  ti'ade  deals  with  Mer'co- 
sur,  the  Southern  Cone  trade  bloc  made 


up  of  Brazil,  Argentina,  Uruguay,  and 
Paraguay,  and  with  the  European  Un- 
ion. But  the  seal  of  economic  good 
housekeeping  represented  by  admission 
to  NAFTA  could  remain  elusive. 

In  Santiago,  however,  few  seem  to 
wony.  That's  because  Chile's  economy  is 
being  lifted  by  a  powerful  tide  of  di- 
rect investments  generated  mostly  with- 


INAROLL 

..oijberg's 
Madeco  is  one 
of  Chile's  new 
homegrown 
multinationals 


in  Chile.  Total  i 
vestments  in  Ch 
rose  to  28%  of  G 
last  year,  mainly 
nanced  by  domes' 
savings  that  equal 
25.4%  of  GDP.  Ch 
"has  done  a  spect; 
ular  job  of  increj 
ing  domestic  savings"  with  measur 
from  privatizing  pensions  to  taxing  c( 
porate  dividends  more  than  profits,  sa 
Mexican  Finance  Secretary  Guillen 
Ortiz.  "These  are  lessons  that  have 
be  examined  very  carefully,  not  only 
Mexico  but  by  many  other  countries 
One  of  Chile's  lessons  seems  to 
that  Latin  nations  have  to  be  care: 
about  dismiantling  all  restrictions  on  a 
ital  flows,  a  notion  at  odds  wdth  ortl 
dox  fi-ee-mai'ket  theory  Chile  has  shie 
ed  itself  against  the  shocks  that  afflict 
Mexico  and  Argentina  by  keeping 
tight  rein  on  hot  money.  To  avoid  i 
peating  the  painful  bust  of  the  198i 
the  Chileans  stipulate  that  foreign  : 
vestments  must  be  kept  in  Chile  for 
least  a  year  and  30%-  of  foreign  cred 
must  be  deposited  with  the  central  ba 
for  a  year  interest-free.  Those  a 
strong  deteiTents  to  short-term  inv( 


Necessity: 


Must  demonstrate  that  better  design  doesn 't  have  to  cost  more. 

m 

Must  provide  unique,  all-weather  play  area  for  children. 
Must  be  easy  and  affordable  to  maintain. 
Must  use  natural  light  throughout  to  animate  all  living  areas. 
Must  take  advantage  of  an  exceptional  site,  surrounded  by  Puget  Sound  and  woodlands. 
Must  be  designed  for  mininml  environmental  impact. 
Must  increase  in  value  at  a  rate  greater  than  the  market  as  a  whole. 
Must  be  absolutely  unforgettable  in  design. 


AIA/THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 

Only  an  architect  can  understand,  coordinate  and  translate  needs  and  realities  into  something  beautiful.  Beauty  that  wil 
be  apparent  to  your  bottom  line.  For  information  on  AIA  architects  in  your  area,  call  1-800-AIA-9930. 


rs — and  a  key  difference  from  the 
^•ategies  of  Mexico  and  Argentina. 
In  another  departure  from  free-mar- 
t  orthodoxy,  Chile's  central  bank  inter- 
nes in  currency  markets  to  keep  the 
so's  exchange  rate  competitive  against 
oasket  of  the  dollai-  the  German  mark, 
d  the  yen.  This  "managed  float"  helps 
ep  Chilean  exports — from  forest  prod- 
ts  to  manufactured  goods — competi- 
■e  in  its  main  markets:  the  U.S.,  the 
iropean  Union,  and  Japan.  By  con- 
ist,  Argentina's  fixed  peso-dollar  par- 
■  and  Mexico's  attempt  to  keep  its 
so  within  an  exchange  rate  "band" 
suited  in  overvaluation  of  their  cuiTen- 
s  and  huge  trade  deficits. 
Of  course,  Chile  also  is  benefiting 
im  sheer  luck — high  prices  for  com- 
)dity  exports  from  fish  meal  to  steel 
d  wood  pulp.  For  copper,  which  ac- 
xnts  for  37%  of  Chile's  exports,  the 
ndon  market  price  has  climbed  to 
)und  $1.25  per  pound,  up  from  an  av- 
ige  87<2  in  1993. 

aGER  ROLE.  But  the  surge  in  copper 
mings  is  also  a  result  of  fast-rising 
oduction — the  payoff  from  Chile's 
ening  of  copper  mining  to  foreign  in- 
Btment  in  stages  since  the  mid-1970s 
i  its  creation  of  a  stable  business  en- 
onment.  State-owned  companies  still 
itrol  nearly  half  the  output  of  the 
)per  industry,  but  they  were  over- 


taken last  year  by  production  coming 
onstream  from  massive  investments  in 
new  mines  by  companies  such  as  Aus- 
tralia's BHP,  Britain's  rtz,  and  Japan's 
Mitsubishi.  By  2000,  such  private  in- 
vestments will  push  Chilean  output  to 
4.1  million  tons— 40%  of  the  world's  to- 
tal— up  from  2.6  million  tons  this  year 
Chile  also  is  allowing  foreign  interests 
to  play  a  much  bigger  role  in  the  sensi- 
tive telecommunications  field.  Last  year, 
the  government  agreed  to  allow  foreign 


companies  to  compete  for  shares  of 
Chile's  long-distance  phone  market.  A 
price  war  touched  off  by  entrants,  such 
as  the  U.S.'s  BellSouth  and  Bell  Atlan- 
tic has  benefited  Chilean  users  by  driv- 
ing rates  down  sharply  in  recent 
months.  And  at  least  eight  foreign  com- 
panies, including  MCi  Communications 
Corp.  and  Sprint  Corp.,  are  eyeing  new- 
ly opening  cable  and  personal-communi- 
cations markets. 

Helping  attract  such  investments  is 


How  the  Chilean  Model  Works 


IT  SPURS  SAVINGS  BY: 


•Taxing  corporate  dividends  more  than  profits 
•Encouraging  pension  savings  in  privately  managed  funds 
•Running  a  government  budget  surplus  and  paying  down  public  debt 


IT  DETERS  SPECULATIVE  INFLOWS  BY: 


•Requiring  foreign  investors  to  keep  capital  in  Chile  for  one  year 
•Requiring  deposits  of  30%  of  foreign  loans  at  the  central  bank  at  no 
interest  for  one  year 


IT  KEEPS  EXPORTS  COMPETITIVE  BY: 


•Managing  the  peso's  exchange  rate  to  keep  it  price-competitive 
against  a  basket  of  the  dollar,  German  mark,  and  yen 
•Rebating  the  18%  value-added  tax  to  exporters 

DATA:  BUSINESS  WEEK 


Invention: 


clients  with  improved  integrated  conti'ol  and  compliance  systems. 


334 


partners  and  professionals  delivering  In-Control  Services!" 


7.648 


rj        Xv_^    major  risk  issues  regarding  integrated  controls  identified. 


31892 


rjV^  ^         control  recommendations  implemented. 


$350,000,000 


«^v^  w  'wrjv^  estimated  savings  for  our  clients. 


All  of  a  sudden 

irjii«m«iMnM»i»»^iiii  mi  iiii'nji-iiw»aw»i**<>«g«i»MTS-> 

'•''How  the  hell  did  that  happen?''  becomes 
We  saw  it  coming  and  already  took  care  of  it? 


Coopers  8c  Lybrand  L.L.P. 
Not  Just  Knowledge.  Know  How,' 


-Conliol  Sei  vjces,^"'  our  inlei  nal  conhol  consiiiniig  group,     PnonPrt;  Coopers  &  Lybrand  L.L.P.i 

HI  save  you  money  in  actual  dollars  and  help  you  preserve     P^l  H  ^ 

pulational  value.  For  inCormation,  call  1-800-340-5524.     txLyDrdrlQ         a  professional  services  firm  ..M 


International  EcQnpmics 


the  political  stability  Cliile  has  regained 
since  the  stoirny  days  of  Marxist  Presi- 
dent Salvador  Allende  in  the  1970s. 
With  a  century-long  democratic  tradi- 
tion, Chile  made  a  smooth  transition 
back  to  democracy  in  1990  after  17 
years  of  iiile  by  militaiy  strongman  Au- 
gusto  Pinochet,  Allende's  successor. 
"What  has  changed  has  been  the  politi- 
cal and  business  climate,"  says  John  W. 
Lill,  president  of  the  Chilean  subsidi- 
ary of  Toi'onto-based  Ameiican  Barrick 
Resources  Corp.  The  company  is  invest- 
ing $500  million  between  now  and  2000 
in  Chilean  mining. 

The  probusiness  climate  owes  much 


HOW  HIGH? 

Privatized  CTC  is  thriving 
but  faces  foreign 
competition  in  telecom 

to  a  broad,  four-party  govern- 
ing coalition  led  by  President 
Eduardo  Frei's  middle-of-the- 
road  Christian  Democratic 
Party.  "Democracy  and  the 
market  are  on  everyone's 
agenda,"  says  Andres  Velas- 
co,  a  fellow  at  Harvard  Uni- 
versity's John  F.  Kennedy 
School  of  Government  and  for- 
mer Finance  Ministiy  chief  of 
staff.  "In  some  sense,  no  mat- 
ter who  governs,  basic  poli- 
cies are  not  going  to  change 
very  much." 

It's  not  surprising  that  the 
Chilean  model  is  beginning  to 
create  homegrown  multina- 
tionals. One  pioneer  is  Made- 
co,  a  conglomerate  with  1994 
sales  of  $390  million  worth  of 
copper  and  aluminum  products 
ranging  from  aluminum-foil 
potato-chip  bags  to  high-volt- 
age cables.  To  broaden  its 
base,  Madeco  has  made  a 
string  of  acquisitions  in  Argentina  and 
Pem,  partly  financed  by  a  $63  million  is- 
sue of  American  Depositary  Receipts 
in  New  York.  "Argentina,  Peru,  and 
Chile  are  one  big  market,"  says  Andres 
Goijberg,  Madeco's  head  of  management 
analysis. 

Supermarket  chain  Santa  Isabel, 
Chile's  second-largest,  is  also  building 
a  broad  regional  base.  It  bought  two 
small  supermarket  chains  in  Lima  in 
1993  to  cai-ve  off  a  22%  market  share 
just  when  PeiTi's  economic  refonus  were 
taking  hold.  It  is  about  to  open  two 
stores  in  Paraguay,  and  it  hopes  to  issue 
ADRs.  "You  have  to  gi'ow  or  you'll  disa]> 


pear,"  says  Santa  Isabel  Chairman 
uardo  Elberg. 

In  1990,  CTC,  Chile's  privatized 
communications  company,  was  the 
Latin  American  company  to  issue  A 
So  far,  18  Chilean  companies  have 
them — a  total  of  $1.7  billion  last 
alone — mostly  to  finance  cross-boi 
investments.  And  at  home,  inves 
are  able  to  tap  Chilean  capital  mar 
that  were  swelled  by  domestic  sav 
totaling  $13.2  billion  last  year,  ou 
the  countiy's  $52  billion  gdp. 
HARD-WON.  One  source  is  the  pens 
fund  system,  which  is  nan  by  18 
vate  management  companies.  With 
sets  currently  worth  $22  billion, 
funds  pour  $170  million  a  month 
Chilean  financial  markets.  These  i 
kets  are  able  to  sell  Chilean  corpo 
bonds  with  maturities  up  to  30  y 
and  to  finance  home  buyers  with 
year  mortgages,  unheard-of  in  o1 
Latin  countries. 

Such  gains  have  been  hard-won. 
though  many  Chileans  who  oppc 
Pinochet's  ironfisted  rule  now  ackn 
edge  that  he  was  right  to  force 
economy  open,  few  forget  the  pain  o: 
restroicturing,  which  threw  22%  of 
workforce  out  of  jobs.  Nearly  one-t 
of  Chileans  continue  to  live  in  pov( 
earning  less  than  $100  a  month.  Spr 
ing  the  wealth  a  bit  will  be  cmck 
Chile's  long-term  success.  "Our  big 
challenge  is  to  integrate  Chileans 
are  outside  the  system,"  says  Econ 
Minister  Alvaro  Garcia. 

He  sees  sustained  gi'owth  as  the 
swer.  To  keep  gr-owing  at  6%  to  7% 
nually,  he  estimates,  Chile  needs  t( 
vest  30%  of  GDP — not  a  big  leap 
last  year's  28%.  If  that  happens,  i 
will  be  on  its  way  to  joining  the  n 
of  the  developed  nations,  with  or  w 

out  NAFTA. 

By  Susan  Jackson  in  Santiago,  \ 
John  Pearson  in  New  York 


CHILE'S  ECONOMIC 
GROWTH  IS  STRONG. 
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The  favorite  place  for 
business  people  to  stay  in  San  Francisco 
has  now 

become  the  favorite  meeting  place. 
Campton  Place 
announces  significant  expansion  of  its 

meeting  facilities, 
creating  the  same  executive  luxury  and 
quiet  refinement 
that  has  become  synonymous  with 
Campton  Place. 
TTie  choice  of  discriminating  travelers 

continues  to 
offer  the  choice  of  exquisite  meeting 
accommodations, 
from  Penthouse  Suites  handling  up  to  25 
for  small 

business  meetings  or  cocktail  receptions 
to  larger 

conference  boardrooms  and  now  our 
new,  executive 
meeting  salon  for  over  a  hundred. 

In  total,  7  alternatives 
depending  on  your  business  needs. 
Campton  Place. 
Just  steps  up  from  Union  Square  and 
a  step  up  from 
the  usual  business  meeting  venue. 

Doing  business 
with  graciousness  still  has  its  Place. 
Campton  Place. 
For  reservations,  see  your  travel  agent 
or  call  [soo]  235-4300. 
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)evelopments  to  Watch 


TED  BY  PETER  COY 
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ISIN 

FHE  SUN 


VESTING  RAISINS  IS  ONE 

griculture's  great  pains, 
fornia's  Thompson  Seed- 
grapes  don't  ripen  until 
end  of  August,  when  the 
ther  is  too  cool  for  them 
on  the  vine.  Research- 
lave  dreamed  of  creating 
veet  grape  that  ripens 
y  enough  to  dry  on  the 
instead  of  in  trays. 
1  the  early  1980s,  U.  S. 
culture  Dept.  research- 
n  Fresno,  Calif.,  invented 
chnique  for  domg  just 
,  They  cross-pollinated 
less  grapes — extracting 
tiny  embryo — to  create 


new  seedless  varieties.  After 
much  tinkering,  usda  re- 
searcher David  W.  Ramming 
has  shipped  the  first  cuttings 
of  his  new  grapes,  called 
DOVine,  for  "dried-on-the- 


vine,"  and  pronounced 
"divine."  The  world's 
^  first  successful  hybrid 
^  of  two  seedless 
V|  grapes,  they  could 
change  how  raisins 
\  are  harvested.  Be- 
cause they  ripen  to 
peak  maturity  14  to 
17  days  earlier  than 
Thompson  grapes, 
shoots  can  be  cut 
from  the  vine  and 
left  on  trellises  to 
dry  in  the  warm 
breezes.  Once  ch-ied, 
the  fruit  can  be 
shaken  from  the  canes  by 
machines  rather  than  hand- 
harvested.  And  the  taste? 
"Plumper  and  sweeter  than 
other  raisins,"  Ramming 
declares. 


^LOGRAMS  SHOW  THEIR  TRUE  COLORS 

TROIT  LOVES  THE  IDEA  OF  USING  HOLOGRAMS  TO  TRY 

t  future  car  designs.  There's  just  one  problem:  Those 
ostly  vehicles,  seemingly  suspended  in  three-dimen- 
nal  space,  don't  look  precisely  the  same  from  every 
rtical  viewing  angle.  A  tall  engineer  perceives  colors 
i  shininess  differently  from  a  short  engineer,  who 

the  hologram  from  a  different  angle.  Auto  makers 
I't  make  decisions  about  a  car's  design  if  they  can't 
in  agree  what  it  would  really  look  hke. 
American  Propylaea  Corp.,  which  is  located  in  Bir- 
igham,  Mich.,  thinks  that  it  has  the  problem  licked, 
the  past  few  weeks,  Hans  Bjelkhagen,  the  vice-presi- 
it  for  research  and  development  of  the  holography 
apany,  has  developed  a  set  of  color  emulsions  that  go 
-0  the  "holographic  optical  element" — the  screen  that 
(duces  the  floating  hologram  when  it's  illuminated, 
e  emulsions  eliminate  the  color  shift  that's  responsible 
the  variations  when  viewed  from  different  vertical 
wing  angles,  Bjelkhagen  says. 


EARCHING  THE 
nr-GRITTY  OF 
LiTY  CONTROL 

ORATE   AMERICA  AND 

National  Science  Foun- 
ri  are  putting  $9  million 
three  years  into  rigor- 
•esearch  on  quality  im- 
-ment.  The  aim  is  to  get 
ad  anecdotes  and  find 
hat  methods  dependably 
)\e  quality  and  over- 


all corporate  performance. 

The  studies  resemble  work 
that  the  Japanese  Union  of 
Scientists  &  Engineers,  spon- 
sor of  the  annual  Deming 
PiTze,  has  conducted  since  the 
1960s,  says  David  B.  Luther, 
president  of  the  American 
Society  for  Quality  Control, 
a  co-sponsor  of  the  project 
along  with  the  Total  Quality 
Forum.  Says  Luther:  "For 
the  first  time,  we're  going  af- 
ter no-kidding  results." 


IS  THAT  AN 
EARTH  STATION  IN 
YOUR  POCKET? 

FOR  GLOBE-TROTTING  EXECS, 

it'll  soon  be  easier  to  stay  in 
touch — even  fi-om  the  Sahai'a. 
This  summer.  Mobile  Satellite 
Products  Corp.  in  Haup- 
pauge,  N.  Y.,  will  unveil  the 
Mini-Lynxx.  The  "anywhere" 
phone  crams  a  satellite-com- 
munications earth  station  into 
a  package  little  bigger  than  a 
laptop  PC.  At  10  pounds  and 
12  X  10  X  3  inches,  it's  half  the 
heft  of  competing  phones, 
MobileSat  claims. 

The  $13,000  Mini-Lynxx 
stems  from  a  collaboration 
between  MobileSat  and  Is- 
rael's Rafael  Development 
Corp.,  a  govemment-industiy 
venture  formed  to  spin  off 
defense  secrets.  Rafael  adapt- 
ed previously  classified  mih- 
tary  antenna  technology  that 
can  pick  up  extremely  faint 
signals.  As  a  result,  the  fold- 
out  antenna  has  shrunk  to 
only  two  panels,  each  slightly 
larger  than  a  sheet  of  sta- 
tioneiy.  Rafael  is  working  on 
a  much  smaller  pole-type  an- 
tenna that  will  make  possible 
satellite  phones  the  size  of 
today's  cellular  models. 


PURIFYING  WATER 
FOR  A  PENNY  A  TON 

MORE  THAN  TWO-THIRDS 

of  the  world's  people  still 
go  outside  their  homes  to 
fetch  water — water  that 
is  often  tainted  with  bac- 
teria and  other  harmful 
micro-organisms.  The 
World  Health  Organiza- 
tion repoits  that  water- 
borne  diseases  such  as 
cholera,  typhoid  fever, 
and  dysentery  kill  more 
than  400  children  an  hour 
in  developing  countries. 

Searching  for  an  afford- 
able remedy,  reseai-chers 
at  Lawrence  Berkeley 
Laboratoi-y,  an  Energy 
Dept.  lab  in  Berkeley, 
Calif.,  have  developed  an 
efficient  ultraviolet-hght 
system  that  is  capable  of 
purifying  a  ton  of  water 
for  just  1<2.  Physicist 
Ashok  J.  Gadgil  estimates 
that  a  $500  unit  could 
supply  2,200  people. 

Gadgil  ci-afted  a  steel 
box  lined  along  the  top 
with  fluorescent  tubes 
lacking  the  usual  phos- 
phor glazing  that  normal- 
ly would  absorb  uv  light. 
"The  lamps  purify  the  wa- 
ter passing  below  by 
exposing  it  to  ultraviolet 
radiation. 

Water  that  goes  in 
vnth  1,000  units  of  E.  coli 
bacteria  per  milliliter 
comes  out  completely  free 
of  E.  coli.  The  system  is 
capable  of  churning  out 
about  7  gallons  of  clean 
water  a  minute. 

Because  uv  light  does 
not  kill  giardia  or  cryp- 
tospiridium,  intestinal 
parasites,  Gadgil  recom- 
mends using  a  sand  filter 
to  stop  them  in  areas 
where  they  are  a  prob- 
lem. Prototypes  are 
being  field-tested  in  India 
with  funding  from  U.S. 
agencies  and  private 
philanthropies. 


Science  &  Technology 


AUDIO 


CAN  YOU  BELIEVE 
YOUR  EARS? 

In  PCs,  the  sound  may  finally  get  as  good  as  the  picture 


T 


I  he  search  for  realistic,  concert- 
hall-quality  sound  has  led  audio 
equipment  makers  down  some 
strange  paths.  Remember  the 
quadraphonic  craze  of  the  early  1970s? 
Instead  of  two  speakers,  you  needed 
four — and  at  least  one  manufacturer 
suggested  a  fifth,  mounted  on  the  ceil- 
ing. Or  QSound,  whose  1980s  promot- 
ers proved  more  successful  at  sell- 
ing stock  than  licenses  for  its 
three-dimensional  sound? 

Now,  a  new  audio  wave  is  gather- 
ing— and  this  time,  the  soundmeisters 
insist  they've  got  it  right.  After  a  str"ing 
of  false  starts,  a  half-dozen  companies 
are  trying  to  create  the  illusion  of  3-D 
sound  from  just  two  speakers.  What's 
driving  them  is  1990s-style  multimedia, 
whose  richly  interactive  games  and  ed- 
ucational progi'ams  need  better  sound 
than  today's  audio-equipped  personal 
computers  can  deliver  "This  technology 
fills  that  void,"  says  Mai  D.  Ransom, 
marketing  vice-president  at  Packard 
Bell  Electronics  Inc.  in  Westlake  Vil- 
lage, Calif.,  the  top  seller  of  home  PCs. 

Since  February,  Packard  Bell  has 
been  building  3-D 
sound  into  eveiy  multi- 
media PC  it  ships,  us- 
ing technology  licensed 
from  SRS  Labs  Inc.  in 
Irvine,  Calif,  srs — for 
sound  retrieval  sys- 
tem— first  popped  up 
in  1989  on  top-of-the- 
line  big-screen  TVs 
from  RCA  and  Sony. 
Hughes  Aircraft  Co., 
which  invented  the 
technology  to  enhance 
in-flight  movies,  sold  it 
off  in  1993  to  the  imit's 
managers.  Last  year, 
they  sold  60%"  to 
Thomas  C.  K.  Yuen,  a 
founder  of  computer 
maker  ast  Research 
Inc.  Packard  Bell  owns 
another  8%. 

Other  sound  compa- 


nies have  jumped  on  the  multimedia 
bandwagon,  too.  A  humbled  and  restruc- 
tured QSound  Labs  Inc.  licensed  its 
stereo-enhancement  technology  to  Crea- 
tive Labs  Inc.,  the  country's  largest 
maker  of  PC  sound  cards,  as  well  as  to 
Capcom  USA  Inc.,  best  known  for  its 
Street  Fighter  video  games.  A  third 
company,  Spatializer  AucUo  Laboratories 
Inc.,  has  deals  with  game  maker 
Interplay  Productions  and  chip- 


CREATING 
3D  SOUND 


AAA 


AAA 


Perception  of  a  sound's  location  is 
determined  by  variations  in  time, 
loudness,  and  frequency  of  the 
sound  waves  as  they  reach  each  ear. 


a 


fre 
EH 


1  1 

n 

:  AM 

AAA 

Boosting  certain  frequencies 

that  provide  clues  to  a  sound's 
location  in  the  room,  the  SRS 
and  Spatializer  systems  create 
the  illusion  of  ambient  sounds 
coming  from  the  listener's  side, 
instead  of  the  front. 


Varying  the  timing  of  sounds 

from  different  speakers,  QSound 
and  Spatializer  systems  can 
precisely  position  a  sound  in  a 
specific  place  in  the  room — but 
only  when  the  listener  is  seated 
in  the  "sweet  spot." 


maker  ess  Technology,  and  is  plannin 
package  its  3-D  audio  ciiip  as  an  acc( 
ry  for  home  pes  and  stereo  syst( 
Consumer  electronics  giant  Matsus 
Electric  Industrial  Co.  designed  Spa 
izer's  mathematical  formulas,  or 
rithms,  into  chips  for  its  boom  boxe 
All  the  3-D  sound  companies  use 
ilar  psychoacoustic  techniques  to 
their  magic.  The  effect  may  be  anyt 
from  an  engulfing  symphony  of  rain 
est  sounds  to  the  clash  of  rock  rhyt 
bouncing  from  the  rear  walls  of  a 
cert  hall.  Some  companies,  inclui 
QSoimd  and  Spatializer,  can  achieve 
effect  by  encoding  the  sound  in  a  st 
and  inserting  delays  in  the  left  or  i 
track.  That  lets  them  simulate  di 
ences  in  the  time  it  takes  for  s( 
waves  on  one  side  of  the  listene 
reach  the  opposite  ear.  Others,  sue 
SRS,  amplify  only  the  frequencies 
the  bram  uses  to  locate  a  sound, 
makes  all  the  difference  when  yc 
watching  a  movie  in  your  home  the 
says  Sony  Electronics  Inc.  Senior 
President  James  M.  Palumbo.  "W 
the  telephone  rings  in  the  movie, 
wheel  around  and  reach  for  it. 
SOUND  ARC.  That's  a  far  cry  from 
ventional  stereo.  Wliile  stereo  aiTays  is 
ferent  instraments  or  voices  on  a 
plane  between  the  two  speakers, 
audio  describes  an  expanded  ftel 
sound — a  broad  arc  starting  at  the 
eai'  and  curving  ai'ound  to  the  right, 
video  game,  for  example,  that  means 
player  could  hear  an  enemy  jet  fig 
approach,  take  a  hit,  and  explode  s( 
where  off  his  or  her  left  shoulder. 

To  explain  how  SRS  acoustics  w  tj] 
inventor  Arnold  I.  Klayman  sugg  ne, 
a  simple  experin;  i(j 
Hold  out  youi'  han^ 
rectly  in  front  of 
and  snap  your  fuij 
Yom-  outer  eai'  vril 
fleet  much  of  the  & 
away  fi-om  the  eai 
nal,  and  both  ears 
hear  the  same  so 
But  as  you  move 
hand  around  to 
right,  the  snap  giipj;: 
louder  in  the  right  (jj. 
The  pitch  also  ch 
es,  because  the 
ear  emphasizes 
frecjuencies  and  del 
others.  For  exan 
the  eai-  may  hear  s 
treble  sounds  bef 
when  they  come 
the  side. 

To  mimic  that  ei 
SRS  dissects  the 


ifce; 


let 


\s4 
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How  to  make 
a  point  at  the 
speed  of  light. 


ignal,  subtracting  the  left  channel 
the  right,  and  boosts  the  resulting 
il  to  match  the  frequency  curves 
tell  the  ear  where  sounds  are  com- 
rom.  It  does  the  same  on  the  left, 
combines  the  processed  parts  back 
the  original  stereo  signal.  The  re- 
Ambient  sounds  on  the  right  seem 
)me  directly  from  the  side,  rather 
from  the  right  speaker. 
)atializer  uses  the  same  ambient 
il  infoi-mation — the  differences  be- 
n  the  left  and  right  channels — but 
?sses  it  differently.  The  ear  can't 
Adhere  bass  sounds  originate,  and 
e  wavelengths  are  too  short  to  be 
:ed  by  the  outer  ear.  So  Spatializer 
ifles  the  midrange  portions  of  the 
,1.  Then  it  adds  short  time  delays, 
•ent  for  each  frequency,  to  partially 
•1  the  sound  the  opposing  eai-  heai's. 
tricks  the  brain  into  thinking  the 
1  liits  one  ear  before  the  other,  cre- 
a  spaciousness  extending  beyond 
tereo  speakers. 

TIER  GAMES.  QSound  takes  an  en- 
'  different  approach.  It  adds  ef- 
during  production,  splitting  mon- 
signals  for  each  sound  into  left 
right  components  to  place  the 
1  where  it  wants  it.  The  company 
idds  time  delays,  to  bring  sounds 
ird  and  even  behind  the  listener, 
nd's  technology  produces  the  most 
ing  sound  effects  of  the  three, 
•like  stereo — the  illusion  is  limited 
small  "sweet  spot"  centered  be- 
1  the  speakers. 

at  limitation  led  to  QSound's  earli- 
dio  debacle.  But  it's  not  a  problem 
!  multimedia  world,  since  computer 
generally  sit  in  one  position:  right 
mt  of  the  PC.  Says  Perry  Cook, 
ical  director  at  the  Center  for 
)uter  Research  in  Music  and 
5tics  at  Stanford  University:  "Mul- 
ia  almost  guarantees  that  the  lis- 
's  head  is  in  the  right  place." 
lost  of  companies  is  trying  to  du- 
e  QSound's  encoding  techniques, 
ighest-profile  customer — Creative 
[  which  makes  SoundBlaster  sound 
—has  its  own  encoding  scheme  to 
computer  game  sounds  more  re- 
.  And  startup  Ciystal  River  Engi- 
:g,  in  Palo  Alto,  Calif.,  is  tiying 
ider  3-D  sound  with  standard  sig- 
'ocessing  chips. 

10  will  win  the  multimedia  sweep- 
3 — systems  that  encode  the  sound 
3-D  effect,  or  those  that  derive  it 
the  existing  audio  signal?  Com- 
industry  analysts  say  the  intend- 
iltimedia  applications  are  still  so 
t's  impossible  to  tell.  Either  way, 
ers  will  soon  get  sound  matching 
ildest  new  PC  graphics.  And  stereo 
ever  sound  the  same. 
Larry  Armstrong  in  Los  Angeles 
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It's  easy  with  a  laser-tiot 
pointer  from  Radio  Shack. 
Eacii  prockices  a  focused 
beam  that's  perfect  for 
highlighting  text  and 
images  in  presenta- 
tions. There's  one 
'    tliat's  just  right  for 

y<  )Lir  conference 
room  or  auditc^rium. 
To  order,  or  for  the  location 
of  a  store  near  yon,  call: 

1-800-THE-SHACK" 

Radio  /haek 

You've  got  C|uestit)ns.  'We've  got  an.swers." 

Pdces  apply  ai  paMicipaiing  Radio  Shack  stores  and  dealers  Hems  not  available  ai  a  participaimg  store  can  be  special -ordered  (subieci  lo  availability)  at  the  adveriised 
price  A  participating  store  will  otler  a  comparable  value  il  the  product  is  sold  oul  Independeni  Radio  Shack  dealers  and  franchisees  inay  nol  be  parlicipalmg  in  this  ad 
or  slock  or  special-order  every  item  advertised  Copies  ol  applicable  warranties  are  available  upon  request  al  stores  lor  inspection  belore  sale  or  by  wnlinq  Cuslorrer 
Relations.  1400  One  Tandy  Cenler,  Fori  Worth,  TX  76102 
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2.  #63-1042CT 

rp  i(>  l()0-f(H)t  rangf 

.  $6999 

3.  #63-1044CT 

.Selfctahle  puLst'd  beam, 
up  to  30l)-io()t  range 
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THE  D&B  PERSONALIZED  GLOBAL  PROSPECT  GUIDE^"  — 
AN  INDISPENSABLE  TOOL  FOR  ANY  INTERNATIONAL  MARKETER. 


For  $100,  get  up  to  1,000  customized 
leads  for  the  countries  of  your 
choice.  The  only  source  ot  its 
kind,  It  helps  you  pinpoint  your 
best  global  prospects  without 
having  to  go  far  and  wide  for 
information.  Just  select  the  crite- 
ria that  you'd  like  your  prospects 
to  meet,  based  on: 

•Countries/major  cities 

•Industries 

•Company  size 


Call  1-800-665-5115,  ext.  517  today 

to  order  your  own  Personalized 
Global  Prospect  Guide  from 
D&B  for  just  $100,  and  get  an 
added  bonus  —  a  free  "How  To 
Target  Your  Best  Global 
Prospects"  guide. 

Dun  &  Bradstreet 
Information  Services 

company  of 
Tile  Dun  &  Bradstrect  Corporation 


Information  Processing 


ONLINE  SERVICES 


WELCOME 

TO  THE  CY-BRARY 

In  the  digital  age,  libraries  face  some  tough  questions 


In  the  coming  digital,  online  world, 
the  public  Hbraiies  will:  (a)  languish 
as  outdated,  expensive  artifacts  of 
an  earlier  age,  or  (b)  adapt  and 
thrive  as  key  resources  on  the  Internet 
and  as  public  on-ramps  to  the  Informa- 
tion Superhighway. 

If  you  answered  (b),  you're  in  good 
company.  Encouraged  by  eveiyone  fi"om 
Al  Gore  to  Newt  Gingiich,  libraiy  ad- 
ministrators across  the  U.S.  are  deter- 
mined to  carve  out  a  key  role  for  their 
institutions  in  the  digital  age.  In  addi- 
tion to  ferrying  local  citizens  into  cy- 
berspace, librarians  are  counting  on 
technology  to  extend  their  patronage 
beyond  the  immediate  neighborhood: 
Working  closely  with  technology  com- 
panies, they  are  digitizing  collections 
for  delivery  over  the  Internet  to  local, 
national,  and  even  global  audiences. 

The  passage  is  hardly  proving  effort- 
less. It's  not  clear,  for  instance,  what 


level  of  I-way  service  libraries  will  be 
able  to  afford  or  be  allowed  to  give 
away — channels  of  interactive  video  pro- 
gi'amming,  or  just  text-only  Internet 
sei-vice,  for  instance?  Also,  even  if  bil- 
lions of  taxpayer  dollars  were  available 
to  get  all  15,872  of  the  nation's  public  li- 
braries and  branches  online — which 
there  aren't — legal  issues  still  must  be 
considered.  Stocking  reference  works 
and  lending  books  is  one  thing.  Dispens- 


SHH!  YOU'RE  ONLINE:  Browsing  on 
hiternet  at  a  Sayi  Francisco  libra 


ing  digital  copies  raises  uncharted  ( 
right  issues.  "We're  moving  from  a 
ation  where  libi-aries  own  books  tc 
where  all  they  do  is  lease  the  use 
fomiation,"  says  Kai'en  Coyle,  a  tecl 
specialist  in  libraiy  automation  at 
University  of  California.  "It's  an  er 
ly  different  legal  basis  for  the  exist 
of  libraries."  One  possible  solutio: 
brarians  ai-e  lobbying  for  copyright 
that  permit  limited  copying  by  the 
lie  of  electronic  materials. 

Some  libraries  are  wasting  no 
getting  wired.  Patrons  visiting  ai 
the  San  Francisco  Public  Library' 
odd  branches  can  now  suif  the  Int( 
ft'om  public  terminals.  By  next  yes 
braries  in  the  Bay  Area  will  gain  I 
net  access  to  the  city  libraiy 's  D 
Equipment  Corp.  Alpha-based  se 
which  will  dish  out  items  ft'om  a 
ing  multimedia  archive.  First  to  g 
Hne  will  be  a  collection  of  some  40' 
pieces  of  sheet  music,  available  Ic 
and  eventually  across  the  entire  I 
net,  says  librarian  Kenneth  E.  Do 
That  will  open  the  archive  to  mil 
yet  preserve  the  aging  originals. 
BUDGET  SQUEEZE.  The  San  Fran 
project  gets  a  big  boost  from  Si 
Valley,  an  hour's  drive  to  the  s 
Technology  companies,  together 
16,000  San  Franciscans,  have  cor 
uted  $30  million  to  a  city-library  foi 
tion.  That's  helping  Dowlin,  who's  k 
in  library  circles  for  his  1984  book 
Electronic  Library,  to  fund  develop 
of  library  technology.  One  proj 
aimed  at  creating  an  electronic  care 
alog  that  indexes  both  the  hbraiy's 
materials  and  material  on  the  Inte 

Many,  perhaps  most,  of  the  na; 
public  libraries,  though,  can  only  d 
of  a  digital  futui-e.  The  tremendous 
sure  on  municipal  and  county  buc 
which  on  avei'age  provide  79%  of  a 
munity  library's  funds,  makes  it 
cult  for  many  of  them  to  simply 
open.  Washington  contributes  onh 
per  citizen  for  library  spending, 
this  year,  the  Commerce  Dept.'s 


Hi-Tech 
Companies 
Pitch  In 


BELL  ATLANTIC  Lob 

bying  the  Federal  Com- 
munications Commission 
to  redirect  $2  billion 
over  six  years  to  libraries 
and  schools. 
BELLCORE  Provided 
Internet  links  to  32 
libraries  in  Morris  Coun- 
ty, N.J. 


GTE  CALIFORNIA 

Offering  $5.5  million 
credits  to  libraries  an 
schools. 

MCI  Will  donate 
$500,000  over  three 
years  to  help  libraries 
eight  cities  buy  gear  c 
train  staff. 
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al  Telecommunications  &  Informa- 
Administration  gi'ants,  used  by  sev- 
libraries  to  fund  technology  proj- 
have  been  slashed  from  $64  milhon 
34  million. 

here's  some  sentiment  in  Congress 
iicourage  electronic  libraries,  but  no 
ey.  One  amendment  to  the  Senate's 
ently  pending  telecommunications- 
gulation  bill,  for  example,  calls  for 
ibraries  to  get  "affordable"  access 
5  to  communications  networks.  "We 

lots  of  good  words  about  the  h- 
y  as  a  self-help  institution  and  how 
ipowers  people,"  says  Carol  C.  Hen- 
on,  chief  lobbyist  at  the  American 
ary  Assn.  (ALA).  "But  the  drive  for 
lanced  budget  and  tax  cuts  puts  an 
mous  squeeze  on  social  spending." 
NDLY  GIANTS.  For  a  few  lucky  li- 
es, one  answer  to  the  funding  prob- 
is  private  industry.  Makers  of  com- 
rs  and  communications  gear  are 
r  libraries  to  hone  their  skills  in  di- 
ing,  organizing,  and  distributing 
ronic  information — and  tracking 
should  pay  what.  IBM,  for  instance, 
nating  PCs  to  the  New  York  Public 
ary's  new  science,  industry,  and 
less  wing.  Meanwhile,  the  company 
ust  launched  a  set  of  products  and 
ces  to  help  private  companies  and 
ic  institutions  create  large-scale 
tal  libraries."  Customers  have  "only 
ized  10%  of  all  the  information 
5  out  there,"  says  Steve  Mills,  gen- 
manager  of  IBM's  Software  Solu- 

Div. 

any  telecommunications  companies 
leaping  at  the  chance  to  donate 
i,  equipment,  and  services  to  public 
ties.  It's  good  public  relations,  and 
uld  help  preempt  mandates  that 
d  call  for  subsidies  to  connect  h- 
es,  schools,  and  poor  people  to  the 
f.  MCI  Communications  Corp.,  for 
nee,  has  a  program  called  Libraiy- 
that  will  give  libraries  in  eight  cit- 
500,000  in  PC  equipment  and  staff 
ing  (table). 

janwhile,  the  ala  and  Libraries  for 
^'uture,  a  library  users'  advocacy 
3,  are  lobbying  local,  state,  and  fed- 
governments.  The  ALA  has  its  eye 
huge  prize:  It  wants  a  share  of 
stimated  $5  billion  that  the  Feder- 
immunications  Commission  is  rais- 
I  y  auctioning  radio-frequency  licens- 
id  a  chunk  of  the  $300  million  a 
in  excess  funds  that  local  phone 
anies  collect  for  connecting  long- 
ice  calls.  "We  want  to  share  in  not 
taxes  but  in  the  profits  generated 
le  Info  Highway,"  says  Betty  J. 
:k,  president-elect  of  the  ala.  And 
i  money  comes  through,  libraries 
;urely  be  some  of  the  most  impor- 
destinations  on  that  I-way. 
By  John  W.  Verity  in  New  York 


SOFTWARE 


KILLER  INSTINCT 
FOR  HIRE 

To  keep  its  lead  in  games,  Nintendo  called  on  Britain's  Rare 

In  the  massive  Ninten- 
do booth  at  the  bus- 
tling Los  Angeles 
Electronic  Entertain- 
ment Expo,  "Killer  In- 
stinct" is  the  order  of 
the  day.  Booth  atten- 
dants pass  out  pewter 
pins  and  temporary  tat- 
toos with  the  logo  for 
the  violent  new  video 
game.  Blondes  in  figure- 
hugging  costumes  pose 
for  pictures  with  well- 
muscled  hunks  in  "ki" 
fighting  garb.  Easily 
overlooked  amid  all  the 
hullabaloo  are  two  shy 
and  softspoken  Enghsh- 
men,  the  creatoi-s  of  Kill- 
er Instinct:  Christopher 
Stamper,  36,  and  brother 
Timothy,  34,  of  Rai-e  Ltd. 

The  Stamper  brothers 
are  on  hand  because 
they  are  now  central 
characters  in  a  new 
game  that  Nintendo  Co. 
is  playing.  The  No.  1 
producer  of  video  game 
players  badly  needs  hot 
new  software  to  keep 
the  lead  in  the  next  gen- 
eration of  hardware.  So 

piunttd^ltawn'^if::?,-  KINGOFKONGS  Rare's  Chris  Stamper  must 

mated  $39.5  million  for  keep  Cranking  out  hits  like  Donkey  Kong  Country, 
a  25%  stake  in  Rare—  which  sold  7.4  million  copies 


its  first  investment  in  a 
video  game  developer  outside  of  Japan. 
Nintendo  is  hoping  that  the  Stampers 
can  come  up  with  another  hit  on  the 
order  of  its  Donkey  Kong  Counti-y,  a 
runaway  bestseller  last  Christmas.  With 
over  7.4  million  copies  sold,  dkc  has 
racked  up  revenues  of  $450  million  for 
Nintendo,  which  makes  and  sells  the 
game  cartridges.  Rare  has  netted  some 
$32  million  in  royalties. 
"FELL  IN  LOVE."  Not  bad,  considering 
Rare's  simple  beginnings.  In  1981,  Chris 
Stamper,  halfway  to  a  degi-ee  in  elec- 
tronics and  physics,  said  farewell  to 
Loughborough  University  of  Technology 
in  Leicestershire.  He  was  spending 
moi'e  and  more  time  in  the  computer 
lab  and  decided  to  "jack  it  in"  and  pur- 


sue computer  progi'amming  on  his  own. 
He  started  on  a  computer  that  he  made 
with  an  8-bit  pi'ocessor  while  at  the  uni- 
versity. "The  weather  in  the  UK  is  not 
always  ideal  to  be  out  in,"  said  Chris. 
"The  computer  can  sometimes  be  like  a 
friend.  I  fell  in  love."  He  soon  persuad- 
ed brothers  Tim  and  Stephen,  now  31, 
to  join  him. 

They  launched  a  company,  Ultimate 
Play  the  Game,  in  the  cramped  four- 
room  row  house  next  door  to  their  par- 
ents' corner  news  shop.  First,  they  de- 
veloped games  for  the  home  computers 
then  sweeping  Britain — Sinclair  zx 
Spectrums  and  Commodore  64s.  But 
there  was  no  way  to  keep  people  from 
pirating  their  work,  so  they  gravitated 
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Video  Games:  A  British  Export 

TOP  DEVELOPERS         TITLES  UNITS  SHIPPED 

(MILLIONS) 


PROBE 

Mortal  Kombat  1  6.0 

ENTERTAINMENT 

ARGONAUT 

StarFox  3.8 

SOFTWARE 

RARE 

Donkey  Kong  Country  7.4 

R.C.  Pro-Am  Racing  2.3 

to  cartridge-based  video  games,  which 
can't  be  easily  copied.  The  change  in 
tactics  also  led  to  an  identity  change. 
The  name  Rare  was  chosen  the  same 
way  they  decide  upon  titles  for  games: 
sitting  down  with  a  thesaunas  imtil  they 
hit  on  something  that  sounds  good. 

When  Chris  fii'st  asked  Nintendo  for 
the  pr-ogramming  codes  needed  to  write 
Nintendo  games,  the  Japanese  giant 
turned  him  away.  At  the  time — 1983 — 
the  company  was  riding  high  on  titles 
produced  in-house  such  as  the  original 
Mario  Bros.  Undeterred,  Stamper  spent 
six  months  cracking  the  Nintendo  code. 
At  his  next  meeting  with  Nintendo,  he 
arrived  can-ying  a  skiing  game  called 
Slalom  under  his  arm.  This  time  his  re- 
ception was  decidedly  warmer.  Nintendo 
bought  the  game  for  an  undisclosed 
amount  and  went  on  to  sell  about 
500,000  units.  "^—iiiiii-— 

In  the  inter- 
vening years. 
Rare  has  created 
over  60  games,  in- 
cluding R.  C.  Pro- 
Am  Racing  and 
Cobra  Ti'iangle, 
for  the  Nintendo 
system  as  well  as 
titles  for  other 
game  platforms. 
Today,  Rare  em- 
ploys 84  people  and  is  headquartered 
in  a  dilapidated  280-year-old  faiTnhouse 
in  Twycross,  Warwickshire,  20  miles 
northeast  of  Birmingham.  The  brothers 
renovated  the  rustic  office  room  by 
room  as  they  needed  the  space  to  park 
progammers  and  their  Silicon  Graphics 
Inc.  workstations.  The  enterprise  re- 
mains very  much  a  family  business,  em- 
ploying six  additional  members  of  the 
extended  family  and  assorted  univer- 
sity fiiends. 

HIGH-END  HEADACHES.  Although  the 
Stamper  brothers  now  sit  atop  a  compa- 
ny valued  at  approximately  $158  mil- 
lion, they  remain  focused  on  their  mis- 
sion. Tim,  the  managing  director,  still 
works  on  a  team  as  a  gi'aphic  designer 
and  created  several  of  the  backgrounds 
for  Donkey  Kong  Country.  Youngest 
brother  Stephen,  described  as  "the  qui- 
et one,"  is  director  of  operations  and 
oversees  the  moi-e  practical  issues  of 
the  company.  His  cuiTent  chore:  Plan- 
ning a  new  headquarters.  Chris,  chair- 
man and  technical  director,  still  writes 
code  and  is  currently  working  on  a 
hush-hush  project  for  1996. 

The  brothers  almost  never  give  inter- 
views and  live  a  pretty  low-profile  life. 
Tim  is  married  to  Carole,  Rare's  finan- 
cial director,  and  Chris  recently  became 
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engaged.  An  admitted  workaholic, 
Rare's  top  man  says  that  the  brothers 
will  continue  to  put  in  15-hour  days. 
"We  feel  that  a  9-to-5  work  ethic  pro- 
duces a  9-to-5-type  of  game,"  says  the 
senior  Stamper. 

The  Nintendo  deal  is  certain  to  bring 
big  changes  for  Rare.  For  starters,  the 
company  is  about  to  triple  to  about  250 
employees  so  it  can  come  up  with  the 
complex  progi'amming  for  the  next  gen- 
eration of  games.  There's  a  msh  to  pro- 
duce a  blockbuster  for  Nintendo  be- 
cause the  competition  is  gaining:  No.  2 
game  maker  Sega  of  America  Inc., 
which  has  46.5%  of  the  16-bit  market, 
compared  with  Nintendo's  52.5%  share, 
has  already  introduced  its  next-genera- 
tion player,  called  Saturn.  And  Sony 
Corp.  has  plunged  into  the  video  game 
ai-ena  with  the  new  Sony  PlayStation,  a 
high-end  cd-rom- 
based  system. 
Nintendo  has  dis- 
closed that  it  will 
not  be  able  to  pro- 
duce its  long- 
awaited  Ultra-64 
system  until  next 
spring,  missing  the 
vital  Christmas 
selling  season, 
when  70%  of  all 
video  game  ma- 
chines are  bought. 

Nintendo  can  make  up  for  a  late  start 
if  Rare  is  able  to  come  through.  "It's  go- 
ing to  take  some  time  to  fully  exploit 
the  Ultr-a  64  har*dware  capabilities,"  says 
Howar'd  C.  Lincoln,  chaii'man  of  Nin- 
tendo of  Amernca  Inc.  "I'm  sui'e  these 
talented  people  are  the  ones  to  do  it," 
he  says. 

Nintendo  isn't  the  only  one  to  have 
discover-ed  top-flight  softwar-e  developer's 
in  Britain.  Accor'ding  to  London-based 
Duriacher  &  Co.,  fully  40%.  of  the 
world's  video  games  are  written  in  Brit- 
ain. And  in  the  past  two  years,  half  of 
Britain's  game-software  companies  have 
been  acquir-ed  by  or  forged  deals  with 
major  har-dwar-e  makers  and  publishers. 
"The  giants  have  now  recognized  the 
value  of  the  developers,"  says  Dmiach- 
er  analyst  Geoffr-ey  Chamberlain.  In- 
deed, with  the  potential  to  crank  out 
crowd-pleasers  such  as  Donkey  Kong 
Country,  game  developers  are  being 
tr-eated  like  rock  stars.  Tim  Steer,  an 
analyst  at  Smith  New  Court  Securities 
Ltd.,  has  even  labeled  the  Stamper 
brother's  the  "new  Beatles."  If  that's  so, 
then  Nintendo  may  have  just  given 
them  their  ticket  to  ride. 

By  Heidi  Dawley  in  London  with 
Paul  M.  Eng  in  Los  Angeles 
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The  Townsend  Collection  is  prou 
offered  at  these  fine  stores: 
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Rolling  Hill 
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Roseville 
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Sacramento 
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United  Slationi 
San  Die^o 
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Get  Personal 
H  G.  Darnels 
International  Offic 
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Nordstrom-Faskio 
San  Francis 
C.A.  Malm- 
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San  Mateo 
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Victor. 
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Woodland  Hi 
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Hawaii 
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GIVEN  TO  CELEBRATE  A  DAY,  ' 
GUARANTEED  TO  LAST  A  LIFETIME 
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Recotinizetl  Full- Line  Retailer 
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Cross  Townsend 
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European  marlsel. 
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design  firsl  seen  in  lU  1930s. 
Tlie  collection  offers  a  cfioice..of 
four  writing  instrument  models: 
I  o  11  n  I  a  i  n  pens, 
rolling  liall  pens. 
Ii  a  1 1  -  p  o  i  n  t  pens, 
and  0.3mm  pencils. 
All  are    li  a  n  d  - 

crafted   for  precise  Jewelers  aHenlion 

lo  Jelail 

operation  and 

availal>le  in  a  selection  of  luxurious 
finislies.  Witli  llieir  unquesl  ionea 


I ou  nsenti  w  riling  ln\lrnnienls  ni,i  i    lie  engrti  yeJ 
wilk  an  exact  reproJuchon  of  your  signature. 
Inquire  for  Jetails  at  finer  writing  instrument  stores. 


lifetime  mechanical  guarantee. 
Cross  Townsend  writing  instruments 
are  certain  lo  lie  treasured  for 
generations.  Erom  $55  to  $275. 


Tke  Cross  Townsend  Colleclion. 
Ad  ramalic  wi  de-d  iameler 
interpretation  o  f  the  classic 
Cross  silkouelle. 


Tke  C  ross  Townsend  Colleclion. 
Mow  awaiting  your  review  at  fine 
gift  stores  I 
and  stationers 
nationwide.  | 


SINCE   1  B-46 


'N  ABOVE  THE  CROSS  TOWNSEND  FOUNTAIN  PEN  AND  BAEL-POINT  PEN  IN  Bl  A(  k  EA(  QIER  WITH  22  KARAT  (.OLD  EEE(  TROPE  A  lED  APPOINTMENTS 


The  National  Organization  ji 
Salute  Menibers  of  ii 


'm  calling  on  CEO's 
of  companies  large 
and  small  to  join  this 
concerned  group  of 
business  leaders. 
Hire  us!  We're  good 
for  business. 
Lx)ok  beyond  our 
disabilities  and 
all  America 


Jim  Brady,  Vice  Chairman 
Nalioiml  Organizatiim 
on  Disabilily 


AT&T,  Kcibcn  h  AIIl-11 
Citibank,  John  S  RccJ 

Kaslman  Kodak  Company,  Gecirjie  M.  C  Fisher 

Fannie  Mae,  Janice  A  Jnhnsoii 

H..I.  Heinz  Company,  Anlhiiny  J  F,  O'Reilly 

Mobil  Corporation,  l.iicio  A  Nolii 

Potomac  Electric  Power  Company, 

Edward  F  Milehell 
PPG  Industries,  Inc.,  Jerry  F,  Dempsey 
Xerox  Corporation,  Paul  A  Allaire 


President's  Circle 


Abbott  i.aboratories,  D  L  Bunihani 
Alcoa,  Paul  O'Neil 

Aristcch  Chemical  Corporation,  Thomas  Marsh, 

CBS  Inc.,  Laurence  A.  Tiseh 

Dorsar  Investment  Company,  Stephen  L  Feinbe 

Exxon  Corporation,  Lee  Raymond 

GTE  Corporation,  Charles  R  Lee 

Joseph  E.  Seagram  &  Sons,  Inc.,  Edgar  Bronfm. 

Owl  Hollow  Enterprises,  Phihp  E.  Beekman 

Shell  Oil  Company,  Philip  J  Carroll 

Sunrise  Medical  Inc.,  r<ichaid  H  Chandler 

United  Capital  (Jroup,  Inc.,  IP  Mililli 

The  Washington  Post,  Donald  E.  Graham 

Wm.  Wrigley,  Jr.  Company,  William  Wrigley 

Woolworth  Corporation,  Roger  Farali 


Leadership  Circle 


Anheuser-Busch  Companies,  Inc., 

August  A.  Buseh,  III 
Bristol-Myers  S(|uibb,  Charles  A-  Heimbold.  Jr. 
Ford  Motor  Company,  Alex  Trotman 
Fortis  Benefits  Insurance  Company, 

Robert  B,  Pollock 
(JEICO,  Louis  Simpson 
Johnson  &  Johnson,  Ralph  Larsen 
Marriott  International,  Inc.,  J.  W  Marriott,  Jr 
MBNA  .America,  Charles  M.  Cawley 
New  York  Stock  Exchange,  William  H.  Donaldso 
Northrop  Grumman,  Kent  Kresa 
The  Riggs  National  Bank  of  Washington  D.C, 

Joe  L.  Allbritlon 
Rockwell,  Donald  R  Beall 
Southern  National  Corporalion/B  B  &  T, 

John  A.  Allison  IV 
lis.  Can  Company,  William  J.  Smith 
Wamer-Eambert  Company,  Mclvm  R.  Goodes 


CouncilCircle 


Advocate  Health  Care,  Stephen  L,  Umniel 
Alcatel  Network  Systems,  Inc.,  David  E.  On 
Alex  Lee,  Inc.,  Boyd  L.  George 
Allegheny  Health,  Education  &Research 

Foundation,  Shcnl  S-  Ahdelhak 
Allian/.  Life  Insurance  Co.  of  North  America. 

Louell  C.  Anderson 
Allstate  Insurance  Company,  Jerry  D.  Choate 
American  Brands,  Inc.,  Thomas  C  Hays 
American  Home  Products  Corporation, 

Jolm  R  Siafford 
Amgen,  Goitlon  M  Binder 
AMP  Incorporated,  William  J.  Hudson 
Amsco  Inleniational,  Inc.,  Daniel  Darry 
Anchor  Industries  International,  Vincent  J.  Nail) 
Apple  Computer,  Inc,  Michael  Spindler 
Applied  Materials,  James  C  Morgan 
Archer  Daniels  Midland  Company, 

Duayne  O.  Andreas 
Arizona  Public  Service  Co.,  O  Mark  DeMichele 
Arthur  Andersen  &  Co,  SC,  Lawrence  A.  Weinb 
Arthur  I).  Little,  Inc.,  Charles  R  LaManlia 
Association  of  Trial  Law  yers  of  America, 

Larry  S.  Slewan 
Avis,  Joseph  V  Vittona 
Avon  Products  Inc.,  James  E.  Preston 
Bank  of  America,  Richard  M  Rosenberg 
Bank  of  Boston,  Ira  Slepanian 
Baptist  Healthcare  System,  Inc.,  Tommy  J.  Smitl 
Belz  Laboratories,  Inc.,  William  R.  Cook 
Black  &  Veatch,  P  J  Adam 
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he  CEO 
Council  was 
established  by  the 
National  Organization  on 
Disability  (N.O.D.)  to  expand 
the  employment  of  people 
with  disabilities. 

Through  their  annual 
membership  contributions, 
CEO  Council  members 
support  N.O.D.' s  important 
efforts  to  increase  the 
participation  of  people  with 
disabilities  in  the  workplace 
and  in  all  aspects  of  life. 


sability  and  Business  Week 
sability  2000-CEO  Council 


c  Cross  and  Blue  Shield  of  Massachusells,  Inc., 

Villlam  Van  Faasen 

Boeing;  Company,  Frank  A.  Shrontz 
ell  Worldwide,  Charles  Feebler 
Jgeslonc/Kirestonc,  Inc.,  Masatoshi  Ono 
oklvn  Union,  Robert  B.  Calell 
wning-Ferris  Industries,  William  D.  Riiekelshaus 
nswick  Corporation,  Jack  F.  Reichert 
roughs  Wellcome  Co.,  Philip  R.  Tracy 
fomia  Steel  Industries,  Inc.,  Takehiko  Haga 
ibrex  Corporation,  Cyril  C.  Baldwin.  Jr 

Chall  Group  Inc.,  George  Chall 

mpion  Enterprises,  Inc.,  Walter  R  Young.  Jr 

ries  Schwab  &  Co.,  Inc.,  Charles  R  Schwab 

Chase  Manhattan  Bank,  N.A., 
homas  Ci-  Labreci|iie 

mical  Banking  Corporation,  Walter  V  Shipley 
vron  Corporation,  Kenneth  T.  Derr 
ysler  Corporation,  R  J  Eaton 
NX  Group  Insurance,  John  K.  Leonard 
CIT  Group,  Inc.,  Albert  R.  Camper,  Jr. 
Clorox  Company,  G.  Cniig  Sullivan 
Coca-Cola  Bottling  Group  (Southwest),  Inc., 
dniiind  M.  Hoffman 

;ate-Palmolive  Company,  Reuben  Mark 
least  Corporation,  Ralph  J.  Roberts 
imonwealth  Land  Title  Insurance  Co., 

erbert  Wender 

nell  Limited  Partnership,  William  F.  Connell 

iolidated  Rail  Coq)(>ration,  David  LeVan 

I'erse,  Inc.,  Gilbert  Ford 

'  International,  Charles,  R.  Shoemate 

ic  Corporation,  Walter  J.  Zable 

ing  International  Inc.,  Jeffrey  B.  Stone 

itte  &  Touche,  J,  Michael  Cook 

Dexter  Corporation,  K.  Grahame  Walker 

old.  Incorporated,  Robert  W.  Malioney 

igham  Construction  Corporation, 

maid  K.  Stager 

rsey  Corporation,  Donald  N.  Gray 

Food  Company,  Inc.,  David  H.  Murdock 

inion  Resources,  Inc.,  Thomas  F..  Capps 

ino  Sugar  Corporation,  Ed  Makin 

Communications  Corporation,  James  L.  Donald 

Oun  &  Bradstreet  Corporation, 

)ben  E.  Weissman 

mt,  Edgar  S.  Woolard,  Jr. 

lesne  Light  Company,  Wesley  W.  von  Schack 

n  Inc.,  Frederick  J.  Mancheski 
i  lb  Inc.,  Allan  L.  Sehuman 

:G,  Inc.,  John  M,  Kucharski 

'.  In.surance  Companies,  Bruce  G  Kelley 

•son  Electric  Company,  Charles  F  Knight 

!  &  Young,  Philip  A.  Laskawy 
]  I  Corporation,  Baice  C.  Gottwald 
1  and  Development  Corp.,  Maurice  H.  Berk 
j  Chicago,  Richard  L.  Thomas 
I  Interstate  Bancorp,  Edward  M.  Carson 
i|  Financial  Group,  Terrenee  Murray 
(  ;s  Magazine,  Malcolm  S.  Forbes,  Jr. 
ji  k  Russell  Company,  Michael  J.  Phillips 

Idin  Templeton  Group  of  Funds, 

arles  B,  Johnson 

lett  Broadcasting,  Cecil  L.  Walker 

ntech.  Inc.,  G.  Kirk  Raab 

ral  Electric  Company,  John  P.  Welch,  Jr. 

ral  Motors  Corporation,  John  F  Smith 

Hillette  Company,  Alfred  M  Zeien 

» Inc.,  Robert  A  Ingram 

■n  Rule  Insurance  Company,  John  M.  Whelan 
I  Joodyear  Tire  &  Rubber  Company, 

nle)  C.  Gault 
'  l)ar  Electric,  Edward  McGrath 
'    (;r(iup.  Inc.,  Russell  Banks 


Harris  Corporation,  John  T  Hartley 
Hartford  Steam  Boiler  Inspection 

and  Insurance  Co.,  Gordfm  W  Kreh 
Harvard  Community  Health  Plan,  Manuel  M  Ferris 
Hasbro,  Inc.,  Alan  G  Hasseiileld 
The  Hearst  Corporation,  Frank  A.  Bennack,  Jr 
Henry  Ford  Health  System,  Ciail  L.  Warden 
Household  International,  Donald  C.  Clark 
The  Huntsman  Group,  Jon  M  Huntsman 
Illinois  Tool  Works,  Inc.,  John  D.  Nichols 
IMC  Global  Inc,  Wendell  F  Bueche 
Ingersoll-Rand  Company,  J  E.  Perrella 
Invacare  Corporation,  A  Malachi  Mixon,  III 
Ithaca  Industries,  Inc.,  Jim  D.  Waller 
J.P.  Foodservice,  Inc.,  James  L.  Miller 
J.P.  Morgan  &  Company,  Inc.,  Douglas  A.  Warner  111 
John  Hancock  Financial  Services,  Stephen  L.  Brown 
Johnson  &  Higgins,  David  A  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H.  Johnson 
The  Jordan  Company,  John  W.  Jordan  11 
Keebler  Company,  Brian  Chadboume 
Kellogg  Company,  Arnold  G,  Langbo 
Kemper  National  Insurance  Companies, 

Gerald  L.  Maatman 
KeyCorp,  Victor  J.  Riley.  Jr 
Kmart  Corporation,  Ronald  Sloto 
Landstar  System  Inc.,  Jeffrey  C.  Crowe 
R.H.  Macy  &  Co..  Inc..  Myron  E  Ullman  III 
Mallinckrodt  Medical,  Inc.,  Robert  G  Moussa 
Matol  Botanical  International,  J  F  Robert  Bolduc 
Matsushita  F^lectric  Corporation  of  .America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

Da\  id  C  Fairell 
McCaw  Cellular  Communications,  Inc., 

James  L.  Barksdale 
Mc(;raw-Hill,  Inc.,  Joseph  L.  Dionne 
MCI  Communications  Corporation, 

Bert  C.  Roberts,  Jr 
McLane  Company,  Inc.,  Joe  Hardin,  Jr 
Meridian  Bancorp,  Inc.,  Samuel  A.  McCullough 
The  MctroHealth  System,  Ten^  R  White 
Michael  T.  Rose  Companies,  Michael  T.  Ro.se 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl.  Jr 


For  membership 
information  contact 
Martin  Walsh, 

CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 
Tel  202-293-1944 
Fax  202-293-7999 
TTD  202-293-5968 


NOD 


NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Inc.,  C.  Raymond  Larkin.  Jr 
New  Jersey  Resources  Corporation, 

Oliver  G.  Richard,  111 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northern  States  Power  Company, 

James  J.  Howard  III 
Novell,  Inc.,  Robert  J.  Frankenberg 
Clin  Corporation,  John  W,  Johnstone,  Jr 
Oshman's  Sporting  Goods,  Inc.,  Alvin  N  Lubetkin 
Oxford  Industries,  J  Hicks  Lamer 
Pall  Corporation,  Enc  Krasnoft 
The  Parsons  Corporation,  Leonard  J  Pieroni 
Pegasus  Gold  Corp.,  Werner  G,  Nennecker 
Pioneer  Financial  .Services,  Inc.,  Peter  W  Nauert 
Pitney  Bowes  Inc.,  CSeorge  B  Hai^ey 
Polaroid  Corporation,  1  MacAllister  Booth 
PolyGram  Holding  Inc.,  Enc  Kronfeld 
Price  Waterhouse  LLP,  Shaun  F  O'Malley 
The  Principal  F  inancial  Group,  David  Drury 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ryan 
Public  Service  Company  of  Oklahoma, 

R.L.  Zemanek 
The  Reader's  Digest  Association,  Inc., 

James  P  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  ^'ork  Corporation,  Walter  H.  Weiner 
Ringier  America,  Inc.,  Edward  C.  Nylko 
RJR  Nabi.sco,  Inc.,  Charies  M.  Harper 
The  Rockefeller  Group,  Richard  A.  Voell 
The  Rockport  Compaiiv,  Inc.,  Angel  Martinez 
Rodale  Press  Inc.,  Ardalh  Rodale 
Safety-Kleen  Corp.,  John  Ci.  Johnson 
SAIC,  J.  Robert  Beysler 

Sandoz  Pharmaceuticals  Corporation,  Heinz  Imhof 
Schering-Plough  Corporatiim,  Robert  P  Luciano 
Sea-Land  .Service.  Inc.,  John  C'lancey 
.Sensormatic  Electronics  Cor|)oration, 

Ronald  G.  Assat 
SERD/BTS,  Mercedese  M.  Miller 
Shawmut  National  Corporation,  Joel  B.  Alvord 
Simplex  Time  Recorder  Co.,  Edward  G  Watkins 
SmithKline  Beecbam,  Jan  Leschly 
Sony  Electronics,  Inc.,  Carl  J.  Yankowski 
Sprint,  Willi.iin  T.  Esrcy 
State  Farm  Insurance  Companies, 

Edward  B.  Rust,  Jr 
Statistica,  Inc.,  Jerry  L.  Ashwonh.  Sr. 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Edward  T.  Fogarty 
Teepak,  Inc.,  James  E.  Hermesdorf 
Tenet  Healthcare  Corporation,  Jeffrey  C.  Barbakow 
Towers  Perrin,  John  T.  Lynch 
Transamerica  Occidental  Life  Insurance  Company, 

David  R.  C.iipenter 
Transco  F2nergy  Company,  John  P  DesBarres 
ULLICO,  Inc.,  Robert  A.  Georgine 
United  Technologies,  George  David 
UNUM  Corporation,  James  F  On^.  Ill 
USAir,  Seth  E.  Schofield 
US  West,  Inc.,  Richard  D.  McCormick 
W.R.  (;race  &  Co.,  Thomas  A.  Holmes 
Washington  National  Insurance  Company. 

Robert  Palm 
Wells  Rich  (;reene  BDDP,  Kenneth  S.  Olshan 
Western  Publishing  (Jroup,  Inc.,  Richard  A,  Bernstein 
Western  Resources,  Inc.,  John  E.  Hayes.  Jr 
Whirlpool  Corporation,  David  R.  Whitwam 
Workman  Morris  Molina,  Edward  L.  Workman 
Wyse  Technology,  Inc.,  Douglas  Chance 
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EDITED  BY  AMY  DUNKIN 


SET  YOURSELF  FREE  FROM 
FINANCIAL-PLANNING  PHOBIA 


Time  was  when 
tiytng  to  devel- 
op a  long-teiTn 
financial  strategy 
meant  dealing  with  a 
professional  planner 
who  might  charge 
steep  fees  or  steer 
you  toward  those 
investment  products 
that  would  pay  big 
commissions.  But 
thanks  to  the  revo- 
lution that's  imder  way 
in  personal  computing,  '  , 
there's  another  option:  A 
proliferation  of  new  software 
programs  can  help  you  pre- 
pare for  retirement,  fund 
your  children's  education,  and 
reach  other  major  financial 
goals. 

Although  making  even  the 
slightest  change  in  the  under- 
lying assumptions  about  in- 
flation, tax  rates,  investment 
returns,  and  income  can  cause 
dramatic  swings  in  the  pro- 
jections, these  programs  can 
help  you  assess  whether 
you're  headed  in  the  right  di- 
rection— and  possibly  spare 
you  a  nasty 
surprise  on 
the  day  of 
reckoning. 
And  while  none  of  the  pro- 
grams attempts  to  select  spe- 
cific investments,  some  of 
them  offer  asset-allocation  ad- 
vice based  on  youi-  age  and 
risk  tolerance. 

PULL-DOWN  MENUS.  If  you're 
one  of  the  many  people  who 
have  lingering  phobias  about 
finances  and  computers, 
Quicken  Financial  Planner 
may  relieve  you  of  both  these 
fears.  From  Intuit,  the  maker 
of  the  popular  Quicken  home- 
budgeting  program,  the  Fi- 
nancial Planner  provides  gen- 
erous help  screens,  tutorials 
from  noted  financial  colum- 
nist Jane  Bryant  Quinn,  and 
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colorful  charts  and  gi-aphs  to 
demystify  the  whole  process. 
And  while  some  progi'ams  on 
the  mai'ket  give  only  a  lump- 
sum estimate  of  how  much 
your  defined  goals  are  going 
to  cost  and  how  much  sav- 
ings you'll  have.  Quicken  pro- 
vides a  detailed  gi-id  show- 
ing year-by-year  projections 
of  your  expected  income,  cash 
flow,  and  expenses — from 
now  until  your  125th  birth- 
day, if  you  think  you'll  live 
so  long. 
What's  more, 
Quicken  is 
among  the 
surprisingly  few  programs 
that  allow  you  to  distinguish 
each  spouse's  income  and  re- 
tirement benefits  and  to  pro- 
ject periodic  changes  for  ei- 
ther person.  This  capability 
enables  you  to  estimate  the 
overall  effect  if,  say,  one 
spouse  quits  work  for  several 
years — to  stay  home  with  a 
child  or  return  to  school — and 
then  reenters  the  workforce 
at  a  sharply  higher  or  lower 
salary.  By  contrast,  many 
lower-cost  progi'ams  force  us- 
ers to  enter  the  combined 
household  income  and  the  av- 
erage annual  change  they  ex- 
pect over  the  course  of  their 


career — a  design  that  might 
fit  civil-service  types,  but 
few  others. 
If  you  can  do  without 
the  coddling,  Piice  Wa- 
terhouse has  the 
-  Retirement  Plan- 
.'  ning  System  and 
;|  two  other  pro- 
|r  grams — for  educa- 
tion  and  sui'vivor 
income  (covering 
insiu'ance  and  es- 
iBond_s_§«c_  tate  matters)— 
that  are  as  power- 
ful as  anything  a 
professional  might  use. 
But  the  Price  Waterhouse 
offerings  are  more  like  com- 
putational tools  than  instiaic- 
tional  programs.  The  pro- 
grams forgo  snazzy  graphics. 
After  you  enter  some  prelim- 
inary data,  each  program 
gives  you  summary  screens 
that  allow  you  to  change,  say, 
the  projected  inflation  rate 
and  instantly  see  the  effect 
on  the  rest  of  the  equation. 
Other  titles,  including  retire- 
ment progi'ams  from  Fidelity 
Investments  and  T.  Rowe 
Price  Asso- 
ciates, require 
so  much  flip- 
ping back  and 
forth  between 
screens  that  it 
might  discou- 
rage you  from 
running  too 
many  "what  if 
scenarios. 

While  some 
titles  such  as 
Fidelity  Retire- 
ment Planning 
Thinkware  rely 
merely  on  actu- 
arial data  for 
key  determi- 
nants such  as 
life  expectancy. 
Price  Water- 
house — to  its 


credit — provides  additi 
explanations  for  many  of 
assumptions  that  it  use 
deteiTnine  whether  you'l 
able  to  meet  your  g( 
While  the  Fidelity  prog 
operates  on  the  premise 
you'll  draw  down  your 
ings  principal  during  re 
ment,  Price  Waterhouse 
you  calculate  the  effect 
dipping  into  principal  vs. 
skimming  off  the  interest 
accioies. 

LEASE  OR  BUY?  Price  We 
house  is  no  longer  the 
accounting  fiiTn  that  hai 
own    software:  Ernst 
Young  recently  began 
keting  a  comprehensive  { 
ning  program,  Pi'osper, 
is  largely  a  clone  of  Rei 
Online's  WealthBuilder,  i 
ware  that  has  been  on 
market  for  several  y€ 
(Prosper  includes  a  few 
ditional  calculators,  inclu 
one  for  401(k)  plans,  a 
doesn't  offer  any  direct 
cess  to  an  online  broke: 
for  electronic  trading — ui 
WealthBuilder)  While  nei 
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QUICKEN  FINANCIAL  PLANN 


A  detailed  grid  with  year-by-year  proj 
of  your  income,  cash  flow,  and  expens 
Separate  listing  of  each  spouse's  inco 
Tutorials  from  columnist  Jane  Bryant  ['pat 
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em  allows  you  to  make 
ling  projections  in  the 
detail  as  Quicken  or 

■  Waterhouse,  Wealth- 
er  and  Prosper  handle 

■  tasks  that  the  others 

ieed,  using  the  pull- 
menus,  you  can  call  up 
f  the  modules  that  help 
calculate,  for  instance, 
ler  you  should  buy  or 
a  car  and  whether  you 
d  refinance  your  mort- 
In  addition,  Wealth- 
jr  and  Prosper  can  both 
into  the  Reuters  Mon- 
etwork,  an  online  ser- 
;hat— for  $10  to  $25  a 
1 — provides  news,  price 
s,  and  limited  access  to 
ases  provided  by  mutu- 
d  tracker  Morningstar 
thers.  Unlike  other  pro- 
5  reviewed,  these  two 
vailable  in  Macintosh 
ms. 

r  SHRIFT.  Given  the 
it  multimedia  rage,  it's 
irprising  that  a  number 
ming  programs  are  ap- 
ig  in  CD-ROM  format, 
g  the  titles:  Jonathan 
s  Personal  Financial 
er.  Money  magazine's 

Best  Money  Moves 
Dow  Jones's  Plan 
.  for  Your  Financial  Fu- 
and  the  just-released 
en  Parents'  Guide  to 
/.  These  programs  all 
/ertigo  Development 

's  proprietary  Active- 


Charting  a  Fiscal  Future 


PROGRAM/PUBLISHER 

FIDELITY  RETIREMENT 
PUNNING  THINKWARE 

FIDELITY  INVESTMENTS 

JONATHAN  POND'S  PERSONAL 
FINANCIAL  PLANNER 

VERTIGO  DEVELOPMENT 

PRICE  WATERHOUSE  RETIREMENT 
PLANNING  SYSTEM 

PRICE  WATERHOUSE 

QUICKEN  FINANCIAL  PUNNER 

INTUIT 


QUICKEN  PARENTS'  GUIDE 
TO  MONEY 

INTUIT 

WEALTHBUILDER 

(a.k.a.  ERNST  &  YOUNG'S  PROSPER) 

REALITY  ONLINE 


STREET  PRICE 

$15 

$40 
$50 

CD-ROM 

$45 
$40 


$30 

CD-ROM 

$100 


COMMENTS 

Value  is  largely  educational,  showing  virtues  of 
saving  early.  Little  flexibility  to  override  assump- 
tions on  life  expectancy,  Social  Security,  etc. 

More  an  electronic  book  than  a  computational  tool. 
33  worksheets  and  quizzes  in  235-page  primer. 

Also  offers  $45  education  and  survivor  income 
programs,  and  $15  "lite"  versions  of  retirement 
and  education. 

Lets  user  distinguish  each  spouse's  income  and 
retirement  benefits,  and  to  project  periodic 
changes. 

An  electronic  book  that  covers  such  topics 
as  child-care  costs,  insurance  needs,  and 
family  budgeting. 

Strong  portfolio-management  capabilities. 
Includes  Reuters  Money  Network,  a  $10  to  $25  per 
month  online  service. 


DATA:  BUSINESS  WEEK 


books  interface,  which  com- 
bines distinct  text  with  inter- 
active worksheets  and  video 
cUps  into  what  it  calls  "elec- 
tronic books." 

But  most  of  these  pro- 
grams come  up  short:  The 
reading  content  is  thin,  the 
v/orksheets  aren't  as  robust 
as  in  other  programs,  and  the 
software  lacks  easy  menus 
and  strong  hypertext  capa- 
bilities that  would  let  you 


jump  around  quickly  among 
topics.  The  weakest  program 
is  Parents'  Guide,  which  pro- 
jects child-care  costs  by  "re- 
gional averages" — in  effect, 
giving  the  same  estimate  for 
residents  of  affluent  McLean, 
Va.,  as  for  those  of  rural  Cul- 
pepper, Va. 

RISK  VS.  REWARD.  Also  disap- 
pointing are  the  low-cost  re- 
tirement programs  offered  by 
three  of  the  large  mutual- 


Your  allocation  among  investment  types  is  important,  but  so  is 
your  choice  ot  specific  mvestmenls  Allocating  ifout  assets 
properly  may  improve  your  chances  of  doing  well,  but  it  doesnl 
guarantee  against  losing  money   Here's  how  your  suggested 
portfolio  compares  to  some  others 

your  Suggested  Ptan 


2(K  5% 


Current  Income  Capital 
Preservatio 


nvBslments  can  help  protect  aqainsi  inflation,  but  assets  may  fluctuate  in  value, 
especially  in  the  short  run 


PQNPIS  FINANCIAL  PLANNER 

jxt,  video  clips,  and  interactive 
s 

•  quiz  at  the  start  of  each  chapter 
n  a  package  with  WealthBuilder 


fLDEyniHINKWARE 

•A  program  whose  value  is  more  educational 
than  computational 
•Soft  sell  for  Fidelity  funds  at  the  end 
•No  allowance  for  the  effect  of  taxes 


fund  families:  Fidelity,  Van- 
guard, and  T.  Rowe  Price. 
The  developers  of  each  have 
cut  enough  comers — perhaps 
aiming  to  keep  prices  below 
$20 — that  the  progi'ams  pro- 
vide only  a  snapshot,  rather 
than  a  detailed  portrait,  of 
your  retirement  prospects. 
The  Fidelity  progi-am,  for  ex- 
ample, ignores  the  impact  of 
taxes  altogether  in  project- 
ing the  savings  you'll  need. 
Each  progi'am  does  include  a 
soft  sell  for  its  family  of 
funds,  although  mercifully  at 
the  end. 

The  best  of  the  three:  Van- 
guard, which  includes  an  im- 
pressive asset-allocation  sec- 
tion that  shows  the 
risk-reward  trade-off  between 
stocks  and  bonds.  It  lets  you 
see  how  portfolios  with  dif- 
ferent mixes  of  stocks  and 
bonds  performed  all  the  way 
back  to  1926. 

Still,  all  of  the  mutual-fund 
programs  do  provide  an  edu- 
cational service,  showing  the 
virtues  of  saving  early.  And 
when  it  comes  to  financial 
planning  for  major  Mfe  events, 
you  can't  have  too  much  in- 
formation— and  you  can't 
start  too  soon.    Dean  Foust 


Personal  Business 


A  CHILD'S  GARDEN 
OF  SOFTWARE 


i 


I  enjoyed  being  a  tod- 
dler-from  what  I 
can  recall.  But  if  I 
had  it  to  do  all  over 

again,  I  would  kick  and 
scream  and  hold  my  breath 
until  my  parents  got  a  multi- 
media computer  that  could 
run  the  newest  preschool 
software. 

For  parents  of  2-  to  6- 
year-olds,  this  software  offers 
a  form  of  educational  play 
that  is  an  invaluable  addition 
to  Tonka  trucks  and  Barbie 
dolls.  Most  programs  are  re- 
markably creative  and  enter- 
taining. Kids  as  young  as  2 
love  to  sit  on  their  parents' 
laps  and  watch,  while  older 
kids  become  mesmeiized  by 
the  things  they  can  do.  Af- 
ter reviewing  several  dozen 
products,  I've  picked  some  fa- 
vorites. Most  cost  about  $40, 
and  some  work  on  both  Win- 
dows and  Macintosh  systems. 
FAMILY  VALUES.  Wliy  Do  We 
Have  To?  offers  an  amusing 
look  at  rules  kids  despise, 
such  as  "clean  your  room" 
and  "share  your  toys."  Ani- 
mated cartoon  characters,  led 
by  Lester  Lion,  start  out 


playing  in  a  clubhouse  with- 
out using  i-ules — and  end  up 
fighting  and  deciding  rules 
are  worthwhile  after  all. 

Featuring  a  family  motif, 
Fisher-Price's  Dream  Doll 
House  is  one  of  the  few  pro- 
grams aimed  at  girls,  al- 
though my  2-year-old  son 
cried  when  I  dragged  him 
away.  Each  room  has  toys 
and  figaii'es  that  become  ani- 
mated when  you  click  on 
them,  such  as  a  vacuum  that 
cleans  up  messes. 

Examples  of  preschool 
computing  at  its  best  are  ref- 
erence books  previously  inac- 
cessible to  young  children. 
One  is  My  First  Encyclope- 


CD-ROMs 
for  the  Toddler  Set 


dia.  Its  central  image  is  a  gi- 
ant "tree  of  learning"  with 
lots  of  objects  on  its  branches 
representing  topics  such  as 
animals  or  anatomy.  Clicking 
on  an  object  triggers  a  video 
of  a  kid  explaining  the  mean- 
ing of  a  word.  The  main 
drawback:  You  can't  sim- 
ply type  in  a  word  and 
get  a  definition. 
TINY  TUNES.  Two  worth- 
while early-reading  and 
-writing  programs  are 
Fisher-Price's  abc's  and 
Fisher-Price's  1-2-3's.  The 
ABC's  program  features  a 
"jungle  jukebox,"  which 
plays  a  little  song  about 
each  letter.  It  also  provides 
simple  games,  such  as 
matching  a  letter  with  a  pic- 
ture. Kids  have  to  find  coins 
hidden  in  a  cafe  where  the 
game  takes  place — then  use 
the  coins  to  start  the  juke- 
box. The  1-2-3  game  uses  an- 
imated "counting  critters"  to 
help  kids  learn  numbers  up 
to  10  in  such 
settings  as  a 
snack  shop. 

The  most 
bizarre  program  has  to  be 
Bug  Adventure,  which  is 
filled  with  zany  videos  of  real 
bugs.  There's  a  shot  of  a 
praying  mantis  catching  a  sj)i- 
der,  and — this  was  a  fii'st  for 
me — a  spider  catching  and 
eating  a  fish.  The  subjects  ai"e 
gi-eat,  but  video  quality  could 
be  better. 


HOME  SOFTWARE 

PRESCHOOL 


Popular  picture  book  ? 
often  translated  into  coi 
ei'  games,  and  the  newf 
volves  around  illust 
Richai'd  Scany's  How  1 
Work  in  Busy  Town.  I 
kids  interact  with  char; 
and  objects  from  the 
while  they  listen  to  a  i 
tor  describe  the  action 
can  also  build  a  tr, 
though  this  task  takes 
coordination.  Several 
big  titles  will  be  hittin 
market  pretty  soon.  An 
version  of  Mculeline  has 
tacular  artwork.  And  H 
ton-Mifflin  will  shortly  1 
leasing  cd-rom  versio^ 
Curious  George  and  Th 
lar  Express. 

Fail'  warning  befoi'e 
ing  out  to  buy  these 
grams:  Most  require 
mous  computer  p 
including  at  least  a  48f 
Sonie  need  8  megaby 
random-access  memor 
updated  video  drivers 
they  c'c 
tricky  l 
stall.  A 
of  the 

gTams  I  played  either  ( 
my  486  PC  to  crash  ( 
quii'ed  time-consuming  t 
ing  before  they  would 
Before  getting  your  kii 
cited  about  a  pi'ogi'am, 
up  and  running  first.  1 
become  captivated  froi 
start — and  learn  som< 
as  well.  Geoffrey 


PROGRAM/PUBLISHER 

BUG  ADVENTURE 

KNOWLEDGE 
ADVENTURE 

FISHER-PRICE  ABC'S 

DAVIDSON  SOFTWARE 

MY  FIRST 
ENCYCLOPEDIA 

KNOW/LEDGE 
ADVENTURE 


STREET  PRICE  COMMENTS 


$40 

$40 
$40 


Offbeat  program  for  any  age  about 
bugs  and  what  they  do,  with  lots  of 
closeup  videos;  great  opening  of  bees 
flying  through  the  woods 

A  lively  spelling  program  for  3-  to 
5-year-olds  featuring  music  and 
simple  games 

An  interactive  encyclopedia  for  ages 
3  to  6  that  uses  narrated  videos  to 
teach  the  meaning  of  575  words 


DATA;  BUSINESS  WEEK 


MY  FIRST  ENCYCLOPEDIA 

•Its  central  image  is  a  giant  "tree  of  learning" 
•Clicking  on  an  object  triggers  a  video  of  a  kic 
explaining  the  word 

•You  can't  type  in  a  word  and  get  a  definition 
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From  The  Wall  Street  Journal 


Introducing  The  First 
Newspaper  Published  For 

A  Circulation  Of  One. 


Introducing  Personal  Journal. ' 
Customizable,  Electronic  Edition 
Of  The  WaU  Street  Journal! 

ncise.  Condensed.  Convenient.  And  always 
It.  Personal  Journal  is  the  perfect  "newspaper" 
sy  professionals.  It  gives  you  a  quick  read  of 
id  Wall  Street  foumal  editorial,  business  and  world- 
wide news  sum- 
maries plus  the 
news  that's  most 
important  to  you. 
Simply  select  your 
favorite  columns 
and  choose  the 
companies,  stocks 
and  mutual  funds 


THE  mil  STREET  JOURML. 


ant  to  track.  The  result  is  your  very  own 
lal  edition  of  The  WaU  Stieet  Journal. 

Jates  Throughout  The  Day  Bring 
You  Late-Breaking  News. 

)  lal  Journal  is  updated  continuously.  So  day  or 
I  you  can  always  get  the  latest  edition. 
;  only  $12.95  a  month  for  one  edition  every 
!SS  day.*  All  you  need  is  a  PC  with  Windows^"' 
modem  with  a  speed  of  9600  or  higher. 
 1 

Subscribe  Today! 
01 1-800-291-9382,  Ext.  988  And 
Jet  Your  First  Two  Weeks  FREE! 

in  two  weeks,  you're  not  totally  satisfied, 
your  subscription,  and  pay  only  shipping  and 
ng.  We're  convinced  that  once  you  try 
al  Journal,  you  won't  want  to  face  another 
ss  day  without  it. 


Personal  Journal 
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Publshed  bii  The  Wit  Street  Journal.® 


mat's  News' 


Business  Finance 


Woi 


JAPANESE  FIRM  agieed  to  buy  the  huge 

Comdex  computei  trade  show  and  related  propertie  s  lor 
$800  million  from  Sheldon  Adelson's  Interface  Group  The 
price  surprised  some  analysts,  but  those  based  in  Tokyo 
piaised  the  move.  The  sale  would  be  one  of  the  biggesr 
recent  acquisihons  in  the  U  S  by  a  Japanese  company 

Coiporate  heatth-caie  costs  tell  1.1%  last 

year,  after  outpacing  inflation  for  decades,  as  employee- 
shifted  to  managed  caie  and  employer;  offered  fewer 


MEXICO'S  OPPOSIT 

electoral  victory  in  a  key  stat 
The  country':  largest  opp 
PAH.  defeated  the  ruling  par 
the  state  of  Jalisco,  as  voter 
turmoil.  With  more  than  half  I 
55Sj  of  the  vote;  the  ruling  P 
embarrassing  for  the  govern) 
Prei  ident  Zedillo's  promise  o 
Guerrilla  commanders  ao 


Peisonal  News:  6  Storie*  Fiom  The  Wal  Stiee«  Journal 


1  1  Gt.1  Auto  Parts  Unit  Choose:  a  New  Name  bay: 'iaies  Rose  in  "d4 


2  1  Technology  tvlotoiola .Announces  Consumer-Electronic:  'version  of  PowerPC  (IB fvl I 


3  I  Tectinoloa,' !« 'J.cience  Japan's  PC  fvlarket  Bows  to  U,^..  fvlakers  As  NEC  'itionghold  C 


AfvfR  Cut:  Ciume:tir  Fare:  W-.  to  40'=  tor  Spring 


 ^  

Published  for  a  circulation  of  one. 


"AdditKinal  downloads  cost  50  cents  eacli.  Prices  vary  in  Alaska,  Hawaii,  Puerto  Rico  and  Canada.  Requires  major  credit  card.  $4.9.S  shipping  and  liandling. 
©  1995  Dow  lones  &  Comtiaiiv,  Inc.  All  nrodutts  referenced  herein  are  trademarks  of  their  resnectlw  comoanies. 
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A  MULTIMEDIA  PC, 

A  CORKSCREW,  AND  THOU 

How  many  times  ^■ 
does  it  happen? 
You're  in  a  fancy 
restaurant  trying 

to  entertain  a  client  or 
impress  a  date.  At  first, 
things  are  going 


are  going  swim- 
mingly, but  then  the 
dreaded  moment  arrives. 
A  sommelier  takes  your 
order  and  spoils  your  com- 
posure when  you  can't  dis- 
tinguish a  Cabernet  from 
a  Chardonnay. 

Lots  of  people,  even  many 
who  enjoy  drinking  wine,  feel 
stupid  when  it  comes  to 
choosing  an  appropriate  bot- 
tle. After  all,  many  oenophiles 
have  a  deserved  reputation 
for  being  snooty,  and  many 
wine  books  are  rather  dry. 
Moreover  not  everyone  can 
attend  wine  tastings. 

These  days  people  equipped 
with  multimedia  personal 
computers  can  nan  their  owti 
tastings.  Microsoft  recently 
uncorked  the  Microsoft  Wine 
Guide  on  cd-rom,  a  splendid 
introduction  containing  engag- 
ing videos  with  connoisseur 
Oz  Clai'ke.  Food&Wine''?,  Wme 
Tasting  disk  from  Times  Mii'- 
ror  Multimedia  serves  up  its 
own  expert  in  Steve  Olson, 


Dessert  Fruit 


Beaujolais 

3SB 

Chianti 

Zinfandel 

XI 

Burgundy 

xu 

Merlot 

sen 

Pinot  Noir 

9€P  1 

a  strong  section  on  reading 
wine  labels.  You  can  chck  on 
different  portions  of  31  labels 
for  an  explanation  of  certain 
terms.  There's  also  a  6,000- 
entry  wine  dataliase,  which 
you  can  search  by  any 
combination  of  region, 
gi'ape  variety,  star  rating 
(from  Clarke  and  other 
experts),  and  food  match. 
One  flaw:  The  cd-rom  I 
tested  crashed  a  number 
of  times  for  no  apparent 
reason. 

TASTER'S  CHOICE.  In  the 

Food&Wine  disk,  Olson 
elected  (and  tells  you 


has 


an  independent 
wine  consultant.  Wines  of  the 
World  from  Multicom  Publish- 
ing includes  recommendations 
from  Ronn  Wiegand,  editor  of 
Restaurant  Wine  newsletter. 

Microsoft's  simple-to-use 
disk  is  the  classiest  of  the 
bunch.  When  you  want  to 
laimch  a  paiticular  video,  you 
just  click  on  one  of  the  small, 
circular  pictures  of  Clarke 
that  pops  up  on  the  screen. 
In  a  segment  about  the  ap- 
pearance of  wine,  Clarke  tells 
you  how  color  serves  as  an 
indicator  of  a  wine's  age  and 
taste.  Clarke  also  takes  you 
on  a  torn"  of  18  wines  ranging 
from  French  Pinot  Noir  to 
Australian  Shiraz. 

Microsoft's  cd-rom  includes 


where  to  buy)  48  wines  repre- 
senting an  array  of  varietals 
and  gi'owing  regions.  These 
are  grouped  into  eight  flights 
(fom*  reds,  four  whites).  Us- 
ers can  rate  such  variables  as 
brightness  and  color,  then 
compare  their  benchmarks  to 
Olson's.  There  is  also  a 
taster's-profile 
questionnaire. 
After  you  an- 
swer such 
questions  as  "Do  you  like  the 
taste  of  fresh  fruit,  pound 
cake,  or  a  hot  fudge  sundae?" 
Olson  suggests  wines  you 
might  enjoy. 

However,  the  Food&Wine 
disk  was  riddled  with  sloppy 
defects.  It  moved  along  at  a 
snail's  pace  on  my  486  PC, 
with  badly  out-of-sync  videos. 
The  "g"  in  "Wine  Tasting" 
was  dropped  when  Windows 
created  a  program  group 
with  the  software's  name. 


HOME  SOFTWARE 

WINE 


And  though  the  specs  sa;. 
program  will  run  on  4  n 
bytes  of  RAM,  you  won' 
able  to  view  its  videos  on 
thing  less  than  8  megab\ 
The  best  part  of  Multi( 
Wines  of  the  World  is  a 
video  session  on  wine  ta 
with  master  sommelier 
Dame.  Dame  goes  thn 
five  reds  and  five  whites, 
fortunately,  much  else  a 
the  CD-ROxM  is  disappoin 
Its  interface  is  cumber^ 
vdth  an  unfiiendly  text  1 
that  scrolls  on  the  right 
tion  of  the  screen  and  a 
ture  or  video  box  on  the 
A  database  of  28,000  v 
from  Wiegand's  newsl 
and  The  Wine  Connoiss\ 
Companion  can  be  pi 
by  country  of  origin, 
cost,  and  quality,  or  any 
bination  thereof,  but  is 
use.  I  had  to  go  int 
"help"  screen  to  dete: 
what  thi 
ing  sys| 
used  to 
ate  each 

were  based  on. 

I  also  didn't  apprei 
that  a  winemaking  vide 
the  Multicom  disk  was  al 
motional  clip  producec 
Taylor'  vineyards.  Still, 
Microsoft's  entry  was 
most  pleasing,  all  three 
grams  included  inform 
on  wines  of  all  pr'ices 
could  help  newcomers 
deed,  the  disks  are  mos 
joy  able  with  a  glas 
Merlot.  Edward 


Wine  Country 
On  a  Disk 


PROGRAM 

FOOD&  WINE'S 
WINE  TASTING 

TIMES  MIRROR  MULTIMEDIA 

MICROSOFT  WINE 
GUIDE 

MICROSOF 

WINES  OF  THE 
WORLD 

MULTICOM  PUBLISHING 


STREET  PRICE 


COMMENTS 


$30 


$40 


$40 


Users  can  rate  wines  on  color,  brightness, 
and  other  variables  and  compare  notes  with 
wine  expert  Steve  Olson. 

Includes  videos,  tasting  tips,  and  recom- 
mendations from  expert  Oz  Clarke.  Has 
interactive  atlas  of  wine  regions. 

Excellent  video  on  tasting  wines  with 
sommelier  Fred  Dame,  Has  database  of 
28,000  wines  but  is  hard  to  use. 

DATA  BUSINESS  WEEK 


Classic  Grape  Varieties 


12  lUOvl  lUttMiTl^l 

a  to  Uii 


MICROSOFT  yyjNE  GUIDE 

•  Oz  Clarke  (above)  describes  grape  varietu 

•  A  2,000-entry  wine  encyclopedia 

•  Sections  on  reading  labels  and  planning  a 
wine  cellar 


I 
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The  Bigger. 


The  Better. 


Introducing  Solstice"'.  It's  the 
single  solution  for  nnanaging  all  your 
systems  and  your  whole  network,  too.  No  matter 
how  big,  gnarly,  or  heterogeneous  the  whole 
thing  gets.  Unlike  the  competition.  Solstice  gives 
you  fully-integrated  system  and  network  manage- 
ment. From  PCs  to  routers  all  the  way  to  the  data 
center.  And  Solstice  is  fully  scalable,  from  a  few 
nodes  up  to  tens  of  thousands  worldwide.  It  works 


with  your  existing  hardware 
and  software,  which  is  just  one 
way  it  lowers  your  operating  costs.  And  best  of  all, 
Solstice  actually  exists.  Right  now.  Find  out  more. 
Call  1-800-SUNSOFT,  or  see  us  on  the  Internet  at 
httpr/^www. sun.com/sunsoft/  And  do  it  soon. 
Before  the  whole  enter- 
prise gets  the  better  of  you.  "'<i^5 

SunSoft  Software   Products  T>ie  Network  is  The  computer- 


%^Sun 


SEE  us  AT  SUNWORLD  '95  •  BOOTH  #1020  •  MAY  23-25 


©1995  Sun  Microsystems.  Inc.  Sun,  the  Sun  logo,  SunSoft,  Solstice  and  Solans  are  trademarks  of  Sun  Microsystems,  Inc  All  other  trademarks  are  property  of  their  respective  owners. 
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USING  A  MOUSE 
TO  FIX  YOUR  HOUSE 


I've  never  been  good 
with  my  hands,  espe- 
cially when  it  comes 
to  building  or  repair- 
ing things.  In  fact,  every 
time  I  face  a  home  repair 
task,  I  wish  I  had  paid  closer 
attention  to  my  high  school 
shop  teacher  who  warned 
that  one  day,  I  would 
regi'et  not  understanding  I  schedule  b. 
the  differences  in  nail 
weights.  Fortunately, 
there's  still  hope.  Thanks  to 
CD-ROMS,  do-it-yourselfers 
of  all  kinds — from  10- 
thumb  wonders  hke  me  to 
veteran  weekend  carpen- 
ters— can  find  valuable  as- 
sistance for  home  improve- 
ment chores. 

LEAKY  FAUCETS.  Neo- 
phytes can  choose  from 
plenty  of  electronic  primers, 
which  are  basically  digitized 
versions  of  how-to  books. 
However,  cd-roms,  with  their 
massive  storage  space,  have 
it  over  books  in  that  they  can 
complement  written  material 
with  videos  and  animation 
that  show  repair  procedures 
step-by-step. 

The  best  of  the  lot  is  The 
Home  Repair  Encyclopedia 
from  Books  That  Work.  The 
program  covers  situations 
most  homeowners  are  likely 


to  face,  such  as  how  to  fix  a 
leaky  faucet.  Although  the 
software  relies  mor'e  on  sim- 
ple animation  and  narration 
instead  of  video,  the  instrac- 
tions  are  concise  and  easy  to 
follow.  Available  only  for  IBM- 
compatible  PCS  i-unning  Win- 
dows, the  disk  also  features 


money-saving  advice,  such  as 
setting  the  hot-water  heater 
at  120  degi-ees — hot  enough 
for  long  showers  without 
wasting  energy. 

Another  progi"am  that  tries 
the  one-stop  approach  is 
Computer  Associates  Inter- 
national's $45  Simply  House. 
Unfortunately,  I  found  it 
somewhat  difficult  to  navi- 
gate. Rather  than  relying  on 
a  traditional  menu,  you  work 
\\dth  a  gTaphic  of  a  house.  To 
get  to  the  how-to  advice,  you 


click  on  an  object,  and  after  a 
brief  animation,  the  progi-am 
asks  if  you  want  more  infor- 
mation on  related  topics.  The 
animations  are  silly  and  get 
in  the  way  of  obtaining  in- 
foiTnation  quickly.  For  exam- 
ple, when  you  cUck  on  an  ex- 
terior window. 
King  Kong 
looks  through 
the  panes.  A 
way  around  is  to  do  a  key- 
word search,  which  may  or 
may  not  find  the  appropriate 
information.  In  fact,  most  of 
the  space  on  the  cd-rom 
seems  to  be  used  for  the 
quirky  animations  rather 
than  how-to  advice. 

PAPER  VIEW.  For  more 
experienced  tinkerers, 
there  are  programs 
geared  toward  specific 
projects.  One  of  my  fa- 
vorites in  this  class  is  ivi 
Publishing's  Hometime 
Weekend  Home  Projects. 
Based  on  the  Hometime 
series  on  pubhc  television, 
the  CD-ROM  features  exten- 
sive use  of  clips  from  the 
show.  The  disk  covers  more 
than  60  weekend  jobs  such 
as  hanging  wallpaper,  install- 
ing kitchen  cabinets,  and 
building  a  deck. 

What's  available  for  the 
seasoned  craftsperson  who 
doesn't  need  hand-holding? 
How  about  pure  computer- 
aided  design  (cad)?  As  any 
architect  can  attest,  well-de- 
sigiied  plans  are  the  key  to 
successful  projects.  One  of 
the  easiest  programs  to  use 
is  Broderbund's  8D  Home 


Ai'chitect,  available  on  t1 
disl^s  and  CD-ROMs.  To  di 
mock-up  of  a  room,  you 
ply  chck  and  hold  the  n 
to  "di'ag"  the  walls  into 
proper  positions.  The 
gi-am  has  more  than  200 
mon  pieces  of  fumiture 
fixtures 


HOME  SOFTWARE 

DO-IT-YOURSELF 


50  sa 
floor  plan 
if  you  w; 
to  see  what  a  fireplace  i; 
den  would  look  hke,  the 
ware  can  put  one  in 
draft  and  then  take  you 
virtual  tour  thi'ough  the 
room.  The  cd-rom  add^ 
articles  from  Amei 
HomeStyle  magazine  on 
home  and  remodeling  de 
as  wen  as  50  video  clips 
The  Home  Pro,  a  show 
on  The  Learning  Chanm 
ble  TV  network. 

Such  CAD  capabilities  ; 
just   limited   to  intei 
Books  That  Work's  3D  1 
scape  offers  the  samt 
vanced  design  assistant 
gardeners.  The  $50  Cl: 
comes  with  a  seai'chable 
base  of  more  than  400 
and  plants  to  help  plai 
choose    suitable  gree 
What's  more,  the  soft 
can  "time-lapse"  landsc 
to  show  how  they  woulc 
as  plants  mature.  The 
gi'am  is  even  smart  ei 
to  predict  how  shadow:', 
fall.  Such  progi'ams  mig 
spire  even  me  to  buy  a  . 
el  or  a  saw  and  see 
kind  of  do-it-myself  proj'i 
can    develop  around 
house.  Paur 


High-Tech  Home  Help 


PRODUCT/PUBLISHER 

HOME  REPAIR 
ENCYCLOPEDIA 

BOOKS  THAT  WORK 

HOMETIME  WEEKEND 
HOME  PROJECTS 

IVI  PUBLISHING 

3D  HOME 
ARCHITECT 

BRODERBUND 


STREET  PRICE 

$30 
$45 
$70 


COMMENTS 


Best  all-around  "how-to,"  covers  the 
basics  from  removing  stains  to  replac- 
ing roof  shingles 

Based  on  the  PBS  Hometime  show, 
features  videos  of  projects  like  installing 
tiles  or  putting  up  drywall 

Makes  it  a  snap  to  draw  professional- 
looking  floor  plans  and  view  them  from 
any  angle 

DATA;  BUSINESS  WEEK 


HOMETIME  WEEKEND  HOME  PROJECTS 


•Menus  on  the  left  provide  quick  and  easy 
access  to  information 

•Icons  on  the  bottom  bring  up  helpful  tools 
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SPRYconnects 

Fortune  500  * 

TO  THE  Internet 


Introducing 

Internet  Office 

From 


MAINFRAMES 


to 


the  Internet 


Since  1989,  SPRY  has  been  creating  to  connect  people  and 

businesses  to  the  Internet  —  from  Fortune  500  companies  and  smalt  businesses  to  the  home. 
These  include  Internet  In  A  Box™,  Mosaic  In  A  Box™,  and  our  award-winning  AIR  Series™. 


Our  latest 


Internet  Office'".  An  integrated  suite  of  software  applications  offering  reliable  internal 
corporate  connectivity  and B33III3 external  Internet  CONNECTIVITY  in  one 
package.  In  short,  it  eliminates  all  information  barriers  from  the  corporate  desktop. 


SPRY 


1-800-SPRYNET  EXT. 79 


inf079@spry.com  www.spry.com 


LiNcol  N  Center  applauds 
almost  500  donors  who  have 
joined  the  Consolidnted 
Corporate  Fund  to  benefit: 

The  Metropolitan  Opera 

New  York  Philharmonic 

The  JuiLLiARD  School 

New  York  City  Ballet 

New  York  City  Opera 

The  Film  Socie  py 
of  Lincoln  Center 

The  Chamber  Music 
Society  of  Lincoln  Center 

Lincoln  Center  Theater 

School  of  American  B\llet 

Lincoln  Center  for  the  , 


Pacesetiers 

«25,000  AND  more 

AGVAR  CHEMICALS  INC. 
AlliedSignal  Inc. 
American  Home  Products 

Corporation 
Arthur  Andersen  &  Co. 
AT&T  Foundation 
The  Bank  of  New  York 
Bankers  Trust  Company 

Foundation 
Bertelsmann  Music  Group 
The  Coca-Cola  Company 
The  Continental  Corporatmn 

Foundation 
CS  First  Boston  Foundation  Trust 
Dean  Witter,  Discover  Co. 
Deloitte  &  louche 


Carter-Wallace,  Inc. 
Champion  International 

Corporation 
The  Chubb  Corporation 

Charitable  Trust 
Ciba-Geigy  Corporation 
Cleary,  Gottlieb,  Sleen  &  * 

Hamilton 
Coltec  Industries  Inc 
Coopers  &  Lybrand 
Grain's  New  York  Business  ■ 
Credit  Lyonnais 
Credit  Suisse 

Cushman  &  Wakefield,  Inc. 
Deutsche  Telekom,  Inc. 
The  Dow  Chemical  Company 
The  Dun  &  Bradstreet 

Corporation 
Equitable  Real  Estate  Investment 

Management  Inc. 
Ernst  &  Young 

The  Fisher  Brothers  Foundation 
Fleet  Bank 

General  Reinsurance  Corporation 
Goldfarb  &  Fle--- 
Eugene  M.  Gra 
Kathy  and  Alan 
Foundation 


O  ! 


I'bKhUKMlPsltj  nKIS,  INt.. 

Outstanding  Leadership 

$150,000  AND  MORE 

Bristol-Myers  Squibb  Company 
The  New  York  T  imes  Company 

Foundation,  Inc. 
Real  Estate  and  Construction 

Council 
The  Starr  Foundation 

Grand  Leadership 
siocooo  and  more 

American  Express  Company 
Capital  Cities/ABC,  Inc. 
The  Chase  Manhattan  Bank 
Chemical  Banking  Corporation 
CITIBANK 

Consolidated  Edison  Company  of 

Nevi'  York,  Inc. ' 
William  Randolph  Hearst 

Foundation 
J.P.  Morgan  &  Co.  Incorporated 
Philip  Morris  Companies  Inc. 

Kraft  General  Foods 

Miller  Brewing  Company 
Time  Warner  Inc! 

Distinguished  Leadership 


GEFund 

General  Motors  Corporation 
Goldman.  Sachs  &  Co. 
GTE  Foundation 
The  Marc  Haas  and  Helen  Hotze 

Haas  Foundation 
Hocchst  Celanese  Corporation 
ITT  Corporation  i 
MaCT's 

McGraw-Hill  Foundation,  Inc. 
Mitsui  &  Co.  (U.SA),  Inc. 
New  York  Life  Foundation 
The  New  York  Stock  Exchange 

Foundation 
The  Prudential  Foundation 
The  Rockefeller  Group 
Salomon  Brothers  Inc 
Joseph  E.  Seagram  &  Sons,  Inc. 
Sterling  Winthrop  Inc. 
Texaco  Inc. 

Times  Mirror  Company 
Xerox  Corporation 


$10,000  AND  MORE 

ADP  Foundation 
American  Cyanamid  Company 
The  Annenberg  Foundation 
Arnhold  and  S.  Bleichroeder,  Inc. 
Avnet,  Inc. 

Avon  Products  Foundation,  Inc. 
Backer  Spielvogel  Bates 

Worldwide 
Barclays  Bank  Foundation 
Benenson  Capital  Company 


nt  &  Company 
Greenberg 

Grey  Advertising  Inc. 
L.  Jay  Grossman,  Jr.  Foundation 


National  Westminster  Bank  USA 
Ntwmark  and  Company  Real 

Estate.  Inc. 
Evelyn  Paiec,  Inc. 
PaincWtbBcr  Group  inc. 
Park  Summit  Realty  Corp- 
Philips  Electronics  North  America 

Corporation 
Polo  Ralph  Lauren  Corporation 
Procter  &  Gamble  Fund 
Prudential  Securities  Incorporated 
Restaurant  Associates  Corporation 
Ruane,  Cunniff  &  Co.,  Inc. 
Lawrent  c  Ruben  Co.  Inc 
Saks  Fifth  Avenue 
Sandoi  Corporation 
Sara  Lee  Corporation 
1  he  Segal  Company 
Simpson  Thacher  &  Bartlett 
Solow  Building  Company 
Swig.  Weiler  &  Arnow  Mgt. 

Co.  Inc. 
Swiss  Bank  Corporation 
Thacher  Proffitt  &  Wood 


Grubman  Indursky  Schindler 

&  Goldstein 
Gruss  &  Company 


j  Walter  Thonipson  Company 
T  oyota  Motor  Corporation 
Unilever  United  States,  Inc. 
Union  Bank  of  Switzerland 
U  S,  Trust  Company  of  New  York 
E  M.  Warburg,  Pincus 

&  Co  ,  Inc. 
The  W-irner  Lambert  Foundation 
Weil,  Gotshal  &  Manges 
M,  R.  Weiser&Co. 
Wertheim  Schroder  &  Co. 

incorporated 
Wit  CO  Corporation 
Young  &  Rubicam  Inc, 


Friends 

$5,000  AND  MORE 

American  Stock  Exchange,  Inc. 
Angel/EMI  Classics/Virgin  Classics 
Banca  Commerciale  Itafiana 
Banca  Naiionale  del  Lavoro 
Broadcast  Music,  Inc. 
Chesebrough-Pond's  USA 
Liz  Claiborne  Foundation 
The  Coach  Dairy  Goat  Farm 
Colgate-Palmolive  Company 
Continental  Grain  Foundation 
The  Corporate  Printing  Company,  Inc 
Cosmair,  Inc. 
Cravath,  Swaine  &  Moore 
Credit  Agricole 

R.R.  Donnelley  &  Sons  Company 
Edison  Parking  Corporation 
Emigrant  Savings  Bank 
First  Manhattan  Co, 
Ford  Motor  Compaiiy 
Fulbright  &  Jaworski 
The  BFGooarich  Company 
fhomas  W.  Strauss/Granite 

Capital  International  Group 
International  Flavors  & 

Fragrances  inc. 
Kajima  International  Inc. 
The  Donna  lOran  Company 
Kekst  and  Company  Incorporated 
Kidder.  Peabody  &  Co. 

Incorporated 
Kyotaru  Co,,  Ltd. 
Loews  Corporation 
l-con  Lowenstem  Foundation 
MacAndrews  &  Forbes  Holdings  Inc. 
The  May  Department 

Stores  Company  and  its 

Lord  &  Taylor  division 
MCA/ Universal 
Melville  Corporation 
Milliken  &  Company 
Neuberger  &  Herman 
Newsweek,  Inc, 

Nomura  Securities  International. 
Inc. 

Northrop  Grumman  Corporation 
Ogden  Corporation 
Proskauer  Rose  Goetz  & 

Mendelsohn 
Republic  National  Bank  of 

New  York 
Siemens  Corporation 
Spears,  Benzak.  Salomon  & 

Farrell,  Inc. 
Edward  Sulzberger  Foundation,  Inc. 
USLIFE  Corporation 
Wells  Rich  Greene  BDDP  Inc. 
Westvaco  Corporation 
Wien,  Malkin  &  Bettex 
Wool  worth  Corporation 
One  Anonymous 

Donors 

$3,000  AND  MORE 

Advanced  Monohloc  Corporation 
AFGL  International.  Inc. 
Alusuisse-Lonza  America  Inc. 
American  Industrial  Partners 
ASCAP 
Asiel  &  Co, 

Banco  Portugues  do  Atlantico 
Bank  Julius  Baer&  Co..  Ltd. 
Bloomberg  L.P. 
Bowne  &  Co,  Inc, 
Bozell  Worldwide.  Inc. 
Brandon  Systems  Corporation/ 

Ira  Brown 
Brother  International  Corporation 
Brown-Forman  Corporation 
Canon  U.S.A..  Inc. 
Carter,  Ledyard  &  Milbiu^n 
The  Chevron  Companies 
Cline.  Davis  &  Mann,  Inc. 
Consolidated  Rail  Corporation 
Corning  Incorporated  Foundation 
CPC  International  Inc. 
Crane  Co. 
Croscill,  Inc. 

Daiwa  Securities  America  Inc. 
Datascope  Corp. 


Deblinger  Sales  &  Mar 

Corporation 
Dresdner  Bank  AG 
£.1.  du  Pont  de  Nemou 

&  Company 
Finlay  Enterprises,  Inc. 
Florasynth  Inc. 
Furman  Selz  Incorporai 
The  Goodyear  Tire  &  I 

Company 
Gould  Paper  Company 
Hill  &  Knowlton,  Inc. 
Hilton  Hotels  Corporal 
Hunton  &  Williams 
The  Industrial  Bank  of 
ITOCHU  Internationa 
Kenwood  U.S.A.  Corpo 
Kwasha  Lip  ton 
Long-Term  Credit  B; 
Loral  Corporarion 
Mason  &  Company 
Mattel.  Inc. 
Mitsubishi  Internationa 

Corporarion 
Mitsubishi  Materials  U! 

Corporation 
Mitsui  Fudosan  (New  \ 
Mitsm  Petrochemicals  {i 
Benjamin  Moore  &  Co. 
MTC  America,  Inc. 
North  American  Reinsu 

Corporation 
Ogilvy  Adams  &  Rineh: 
Ply  Gem  Industries,  Inc 
Random  House 


Refco  Gr. 


Ltd. 


Robinson,  Ilake,  Lerer, 
Montgomery/Sawyer 
Royai  Bank  of^  Canada 
The  Sanwa  Bank  Limite 
Schcring  Berhn  Inc. 
Shereff,  Friedman.  Ho0 

Goodman 
Shiseido  Cosmetics  (Am 
Sprint  Foundation 
Paul  Stuart 

Sumitomo  Corporation 
SYMS  Clothing 
Tishman  Speyer  Proper! 
The  Tokio  Marine  and  ' 

Insurance  Company, 
"21"  International  Hold 
Weiss.  Peck  &  Greer 
Wilson,  Elser,  Moskowii 

&  Dicker 
One  Anonymous 


And  147  supporters  and 
contributors  under  Sj.oc 
as  of  January  }i,  1995 

For  informarion  please  c 
The  Consolidated  Corpt 
212-87^-1410,  A  copy  of 
annual  report  filed  with 
New  York  State  Departn 
may  be  obtained  upon  re 
writing  to  the  New  York 
Department  of  State,  Of 
Chanties  Registration,  A 
12231  or  Lincoln  Center 
Performing  Arts,  Inc. 
Center  Plaza,  New  York, 
iooz}-6s85. 


CBS  Inc. 

NVNEX  Foundation 
Leadership 

550,000  and  MORE 


1  ne  DiacKsione  uroup 
Block  Drue  Company  Inc. 
The  BOG  Group,  Inc. 
Brown  &  Wood 
Bunge  Corporation 


Guardian  Life  Insurance 
Company  of  America 
Hoffmann-La  Roche  Inc. 
Richard  H.  Holzcr  Memorial 

Foundation 
International  Paper  Company 

Foundation 
Johnson  &  Higgins 


IBM  Corporation 

Marsk  &  McLennan  Companies,  Inc. 
Merrill  Lynch  &  Co.  Foundation,  Inc. 
Metropolitan  Life  Foundation 
Morgan  Stanley  &  Co., 

Incorporated 
The  Pfizer  Foundation 


Florence  and  Robert  Kauf_  ____ 
Kohlberg  Kravis  Roberts  &  Co. 
KPMG  Peat  Marwick 
Lazard  Freres  &  Co. 
Mr.  and  Mrs.  Peter  L  Mai  kin 
Matsushita  Electric  Corporation, 

ofAmerica 
McCann-Erickson  Worldwide  i 


Incorporated 
The  Pfizer  Foundation 
Price  Waterhouse 
RJR  Nabisco 

Sony  Corporation  of  Amerita/! 
Sony  Music  Entertainment  liit.' 


McCann-Erickson  Worldwide 
W.  A.  Mcintosh 
McKinsey  U  Company,  Inc. 
Mercedes-Benz  of  Nforth  America 
Merck  &  Co.,  Inc. 
Mobil  Corporation  .  . 


Lincoln  Center 

FOR     THE     PERFORMING  ARTS 


mzvous 

-ROM? 


ng  retained  only 

V  simple  phrases 
high  school 
ich — ouvrez  la 

e  leaps  to  mind — I've 
eager  to  give  the  lan- 
i  another  shot, 
thanks  to  several  ^"P^no' 
)le  CD-ROM  pro- 
I  for  Macintosh  or  ibm- 
'Cs,  even  weekend  stu 
like  me  can  learn  to 
and  understand  for- 
ongues  with  seme 
iency. 

I  programs  are  no 
;ute  for  live  instruc- 
int  used  with  other 
ds,  the  CD-ROMS  can 
weiful  learning  aids 
ffer  distinct  advantages 
)ther  solo  forms  of  in- 
ion,  including  books  or 
tapes.  By  blending 
,  graphics,  animation, 
le  enormous  storage  ca- 
ties  of  CD-ROMS,  they 
offer  something  that 

Y  approximates  a  real 
age  experience,"  says 
«n  Ameaud,  director  of 
ng  technologies  at  Ber- 
iternational.  Students 
ear  proper  pronuncia- 
or  click  on  a  word  to 


have  a  look  at  its  meaning. 

You  can  also  test  your  ac- 
cent. Most  programs  let  you 
record  (with  a  microphone) 
and  play  back  your  voice  in 
response  to  drills,  although 
the  practice  may  be  only  as 
good  as  your  untrained  ear. 


The  TriplePlayPlus!  programs 
from  Syracuse  Language  Sys- 
tems— available  in  French, 
German,  Spanish,  English, 
and,  in  June,  Hebrew — come 
with  mikes  and  employ  auto- 
matic speech-recognition  tech- 
nology licensed  from  Dragon 
Systems.  Within  limits,  that 
means  the  program  can  de- 
tect a  faulty  accent  or  slower- 
than-normal  rate  of  speech. 
Audio  cues  let  you  know 


Language  Lessons 
on  your  PC 


whether  you  got  it  right. 

TriplePlayPlus!  is  built 
around  a  series  of  games  and 
comic  strips  with  dialogue, 
broken  out  by  level  of  diffi- 
culty and  segi'egated  by  sub- 
ject (food,  numbers,  etc.).  Stu- 
dents can  choose  aural- 
comprehension 
games  that 
demonstrate 
how  the  lan- 
guage should  sound,  games 
that  teach  you  to  read,  and 
contests  that  use  speech  rec- 
ognition to  get  you  to  use 
your  voice.  In  one  entry-level 
game.  Concentration,  pupils 
are  shown  pictures  of  items 
arranged  in  a  grid.  After 
studying  the  location  of  the 
items  and  practicing  vocabu- 
lai-y,  the  items  are  covered 
up  and  students  are  asked  in 
the  foreign  language  to  find 
them  again  from  memory. 
TICKING  CLOCK.  Those  who 
want  to  immerse  themselves 
fully  in  a  language — vdth  no 
English— can  try  the  $139 
Berlitz  Think  &  Talk  pro- 
grams from  HyperGlot  Soft- 
ware in  French,  German, 
Itahan,  and  Spanish.  The  se- 
ries combines  a  cd-rom  disk 
with  up  to  nine  audio  com- 
pact disks.  Think  &  Talk  of- 
fers 50  simple  five-  to  seven- 
minute  scenes,  using  color 
illustrations  with  dialogue  and 
sound  effects  such  as  a  tick- 
ing clock. 

Berlitz  also  collaborated  on 
the  Berlitz  Live!  series  in 


HOME  SOFTWARE 

LANGUAGES 


Spanish  and  Japanese  from 
Sierra  On-Line,  handsome 
programs  aimed  at  familiariz- 
ing travelers  with  foreign 
customs  and  language.  The 
Spanish  version  is  punctuated 
with  delightful  music  and  con- 
tains animated  sequences  wdth 
dialogue.  You 
can  repeat  the 
scenes  and 
take  over  the 
dialogue  for  a  character.  A 
main  menu  leads  to  a  dozen 
sections  on  such  areas  as 
grammar,  hotels,  and  shop- 
ping. One  nuisance:  the  trivi- 
al factoids  that  popped  up  on 
the  screen  each  time  I  clicked 
to  move  elsewhere  ("Ameri- 
can hot  dogs  and  hamburg- 
ers are  increasingly  popular 
in  Mexico"). 

The  Learn  To  Speak 
French  and  Learn  To  Speak 
Spanish  programs  from 
Learning  Company  and  Hy- 
perGlot are  also  well-suited 
for  travelers.  The  French 
version  begins  with  tiny  vid- 
eos of  the  Eiffel  Tower,  the 
Louvre,  and  other  sites,  and 
is  divided  into  30  chapters 
on  subjects  such  as  taking  a 
train.  The  "at  the  butcher 
shop"  chapter  begins  with 
a  video  of  the  boucherie, 
takes  you  to  a  vocabulary 
page  where  you  can  click  on 
terms  to  get  definitions,  then 
tests  you  in  a  word  drill. 
So  perhaps  there's  hope  for 
my  French  after  all,  n'est-ce 


pas  I 


Edward  Baig 


OGRAM/PUBLISHER 


STREET  PRICE  COMMENTS 


ERLITZ  LIVE! 

ERRA  ON-LINE/ 
[RLITZ  PUBLISHING 

lARN  TO  SPEAK 

:arning  CO./ 

^PERGLOT  SOFTWARE 

IIPLEPLAYPLUS! 

fRACUSE  LANGUAGE 
(STEMS 


$80 


$125 


$70 


Features  tutors  whose  lip  movements 
let  you  see  and  hear  the  correct 
pronunciation.  Aimed  at  travelers.  In 
Japanese  and  Spanish. 

Chapters  on  real-life  situations 
prepare  visitors  to  foreign  countries. 
Has  French  and  Spanish  versions. 

Uses  games  and  comic  strips  to  teach 
aural  comprehension,  reading,  and 
speech.  Offers  feedback  on  your  accent. 


DATA:  BUSINESS  WEEK 


BERLITZ  LIVE!  SPANISH 

•Features  delightful  music  and  animated  chats 
'You  can  repeat  scenes  and  take  over  dialogue 
for  a  character 

•One  minor  nuisance:  Trivial  factoids  pop  up 


Explore  A  New  World  Of  Technolog 


The  1995  Business  Week  Conference  on  the  Virtual  Office: 

Impact  and  Implementation 

How  can  you  make  the  virtual  office  a  profitable  reality  for  your  company?  Join  Business  Week  and  j 
MicroAge  Infosystems  Services  for  this  premier  industry  gathering,  and  give  your  company  a  virtual  lifij 

June  27-28,  1995  Presented  in  association  with: 

McGraw-Hill  World  Headquarters  dSH^ 
Rockefeller  Center  aai^^^a^^- 
New  York,  New  York  infosystems  services 

With  the  support  of:   Apple  Computer,  Banyan  Systems,  Hewlett-Packard,  NEC  Technologies 

Featured  speakers:       Dr.  Richard  Nolan,  Professor  of  Business  Administration,  Harvard  Business  School 

Dr.  Robert  Johansen,  Director,  Emerging  Technologies  Program,  Institute  For  The  Futu 
Adelaide  Horton,  Chief  Operating  Officer,  Chiat/Day 


To  register  for  The  1995  Business  Week  Conference 
on  the  Virtual  Office,  call  (800)682-6007,  or  fax  your 
response  to  (212)512-6281,  or  mail  this  coupon  to: 

Ann  McKenna 

Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas,  36th  floor 
New  York,  NY  10020-1095 


FEE: $575 

□  Check  enclosed. 

□  Bill  me. 

Account  Number:  

Expiration  Date:   / 

Signature:  


Bill  my:  □  American  Express 

□  MasterCard 

□  Visa 


Name: 


Title 


Company: 
Address: 


City:. 


Telephone:  

Primary  Business: 


State: 


.  Zip:_ 


Fax: 


Annual  Revenue:  $_ 


CANCELLATION  POLICY:  All  cancellations  must  be  teceived  in  writing.  Those 
postmarked  after  June  9,  1995,  will  be  subject  to  a  service  charge  of  $1 50. 
Registrants  who  fail  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  h)r 
the  entire  registration  fee.  You  may.  if  you  wish,  send  a  substitute. 
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EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


usiness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


ngs  from  last  week:  -0,2°/ 
nge  from  last  year;  6.1% 


Change  from  last  week:  0.3% 
Change  from  last  year:  8.8% 


260 


PRODUCTION  INDEX 

May  6=121.1 
1992=100 


■  250 


LEADING  INDEX 

May  6=256.8 

967=100    240 


■  230 


.  220 


May  Sept.  Jan.  May 

1994  1994  1995  1995 

xes  are  4-week  moving  averages 

reduction  index  continued  to  weaken  during  the  week  ended  May  5. 
;  calculation  of  the  four-week  moving  average,  the  index  was  unchanged 
D.8.  Seasonally  adjusted  output  of  trucks  and  cars  was  especially  soft, 
ing  increases  in  coal,  paper,  and  paperboard  output. 
:ading  index  climbed  again  in  the  latest  week.  The  unaveraged  index 
jse,  to  257.9  from  256.8.  Higher  stock  prices  led  the  gain. 

uction  index  copyright  1995  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (^/^       thniic   nf  npt  tnnc 

2  016 

1  953# 

5.1 

AUTOS  fVI  unite: 

H  W  1  WW           LJ  )  U 1 1 1  Lb 

141  974 

1^5  1  ?8r# 

-4.2 

TRUCKS  imilc. 

118  532 

X  i.  7 , OU^l  TT 

-1.7 

ELECTRIC  POWER  (^/^       millir^nQ  nf  Ui\f\\Aj:^ti  hrc 
bbbwiniw  rv  W¥  i>n  y^i  i  o )  iiiiinuiib  ui  ki  luwdii  i  ii  b 

56  459 

3.1 

CRUDE-OIL  REFINING  (5/13)  thous.  of  bbl./day 

13,973 

13,972# 

-2.1 

COAL  (5/6)  thous.  of  net  tons 

19,306# 

20,135 

-2.9 

PAPERBOARD  (5/6)  thous.  of  tons 

894. 7# 

904. 6r 

5.2 

PAPER  (5/6)  thous.  of  tons 

846. 0# 

850. Or 

7.0 

LUMBER  (5/6)  millions  of  ft. 

426. 2# 

436.8 

-1.9 

RAIL  FREIGHT  (5/6)  billions  of  ton-miles 

23.8# 

24.4 

2.6 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  Amencan  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA',  Association  of  American  Railroads 


DING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

WEEK 

AGO 

%CHG 

K  PRICES  (5/12)  s&p  500 

524.36 

518.05 

18.2 

GOLD  (5/17)  $/troy  oz. 

382.900 

383.200 

0.6 

ORATE  BOND  YIELD.  Aaa  (5/12) 

7.69% 

7.91% 

-5.3 

STEEL  SCRAP  (5/16)  #1  heavy,  $/ton 

142.50 

142.50 

13.1 

iTRIAL  MATERIALS  PRICES  (5/12) 

114.5 

115.1 

NA* 

COPPER  (5/13)  i/lb. 

129.0 

129.0 

25.7 

lESS  FAILURES  (5/5) 

NA 

NA 

NA 

ALUMINUM  (5/13)  2/ib 

84.5 

86.5 

34.1 

ESTATE  LOANS  (5/3)  billions 


$477.0    $475.3      11.4  COTTON  (5/13)  strict  low  middling  M/16  in.,  c/lb.  102.31     105.56  31.8 


Y  SUPPLY,  M2  (5/1)  billions 


$3,616.7  $3,612. 3r  2.0 


OIL  (5/16)  $/bbl. 


19.98      19.64  11.0 


IL  CLAIMS.  UNEMPLOYMENT  (4/29)  thous 


371 


351 


5.4 


a:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's,  Jourr)3l  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week.  Memphis 
market,  NYliflEX 


J  companies).  Federal  Reserve.  Labor  Dept. 
•s  failures  and  real  estate  loans.  *Historical 

CIBCR  seasonally  adjusts  data  on 
data  available  from  CIBCR 

1  FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

BREST  RATES 

1 

JAPANESE  YEN  (5  17) 

WEEK 

AGO 

AGO 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

86.61 

83.45 

104.35 

lAL  FUNDS  (5/16) 

GERMAN  MARK  (5/17) 

1,44 

1.39 

1.65 

6.01% 

5.95% 

4.02% 

BRITISH  POUND  (5/17) 

1.57 

1.59 

1.51 

ERCIAL  PAPER  (5/16)  3-month 

6.06 

6.04 

4.61 

FRENCH  FRANC  (5/17) 

5.11 

4.87 

5.66 

FICATES  OF  DEPOSIT  (5/17)  3  month 

6.02 

5.97 

4.53 

ITALIAN  LIRA  (5/17) 

1654.5 

1622.3 

1583.0 

MORTGAGE  (5/12)  30-year 

8.10 

8.45 

8.90 

CANADIAN  DOLLAR  (5/17) 

1.36 

1.36 

1.37 

iTABLE  MORTGAGE  (5/12)  one  year 

6.11 

6.24 

5.53 

MEXICAN  PESO  (5/17)3 

5.925 

5.875 

3.310 

:(5/i7) 


1.00 


9.00 


I  S:  Federal  Resen/e,  HSH  Associates,  Reuters  Holdings  PLC 


Sources:  Ma;or  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


lata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
int.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


MEETING 

y,  May  23  ►  The  Federal  Reserve's 
Open  Market  Committee  will  prob- 
ep  monetary  policy  on  hold  at  their 
i.  That's  the  consensus  view  of 
lists  surveyed  by  mms  International, 
The  McGraw-Hill  Companies.  That 
that  the  federal  funds  rate  will 
at  5%.  The  Fed  has  not  raised  rates 
eb.  1.  And  given  the  broad  evidence 
;  economy  is  slowing,  monetary  poli- 
d  remain  on  hold  until  at  least  fall. 

LE  GOODS  ORDERS 

iday,  May  24,  8:30  a.m,  ►  New 
:aken  by  durable-goods  manufactur- 
Dably  fell  by  0.5%  in  April,  accord- 


ing to  the  median  forecast  of  the  mms  sur- 
vey. That  would  reverse  the  0.5%  advance 
in  orders  in  March.  The  April  decline  is 
suggested  by  the  steep  0.8%  drop  in  dur- 
able-goods output  already  reported.  Most  of 
the  weakness  is  concentrated  in  motor  vehi- 
cles. The  backlog  of  unfilled  orders  was 
probably  flat  after  increasing  0.5%  in  both 
February  and  March. 

UNEMPLOYMENT  CLAIMS 

Thursday,  May  25,  8:30  a.m.  ►  New  claims 
for  state  unemployment  insurance  benefits 
likely  fell  to  an  annual  rate  of  350,000  for 
the  week  ended  May  20.  Filings  took  a  sur- 
prise jump  at  the  end  of  April,  rising  to 
371,000.  And  they  remained  at  365,000 


for  the  week  of  May  6.  The  four-week  mov- 
ing average  of  jobless  claims  is  hovering 
near  360,000 — a  very  high  level  given  the 
solid  growth  in  the  economy  and  an  unem- 
ployment rate  below  6%. 

EXISTING  HOME  SALES 

Thursday,  May  25,  8:45  a.m.  ►  Sales  of 
existing  homes  were  probably  little  changed 
in  April  after  rising  5.8%  in  March,  to  an 
annual  rate  of  3.62  million.  The  bond  rally 
has  pushed  down  fixed  mortgage  rates  to 
below  8%  in  some  areas.  Those  cheaper 
loans  have  meant  a  rush  of  buyers  who  oth- 
erwise could  not  afford  a  home.  Still, 
homebuying  in  this  business  cycle  probably 
peaked  in  1994. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  .tables  are  not  included. 


A.C.  Nielsen  86 
Actava  86 
A  Different  Light  38 
AEG  36 
Aeroflot  50 

Altamira  Management  55 
Alyson  Publications  38 
AmCore  Bank  31 
American  Barrick 

Resources  86E2 
American  Breeders 

Sen/ice  60 

American  Cyanamid  60 
American  Propylaea  87 
America  Online  1 1 
Ameritech  53 
Anheuser-Busch  55 
Aoki  38 

Apple  Computer  12 
Archer  Daniels  Midland  31 
Ariel  Capital 
Management  36 
Asian  Media  Sales  6 
Asia  Today  26 
AST  Research  88 
AT&T  12  40 

Avrett,  Free  &  Ginsberg  38 
B 


Banfi  Vintners  10E4 
Bankers  Trust  22,  40 
Bank  of  Canada  22 
Bank  of  Japan  78 
Bank  of  Tokyo  78 
Baxter  International  33,60 


BCL  Entertainment  55 
Bell  Atlantic  86E2 
BellSouth  86E2 
Berlitz  International  99 
Bertelsmann  26 
BHP  86E2 
Birra  Moretti  55 
BlackRock  84 
Blockbuster  Entertainment 

Group  60 
Boeing  74 
Bombardier  36 
Books  That  Work  98E4 
BPB  Industries  40 
Bristol-Myers  Squibb  33 
British  Sky 

Broadcasting  26,  29 
Broderbund  98E4 
Brothers  Gourmet 

Coffees  60 


Canal  Plus  26 
Cantine  Cooperative 
Riunite  10E4 
CAP  86E2 
Capcom  88 
Carlson  38 
Caswell/Massey  60 
Caterpillar  31 
Catterton  Group  60 
CBS  26 

Charles  Allmon  Trust  84 
Chrysler  44, 47 
Circuit  City  4 
CNN  29 
Coca-Cola  50 


Collins  Associates  82 
Computer  Associates  98E4 
Copley  Pharmaceuticals  40 
Cray  Research  74 
Creative  Labs  88 
Crystal  River 
Engineering  88 
CTC  86E2 


Daihatsu  Motors  44 
Dallas  Research  & 
Trading  86 
Dean  &  DeLuca  60 
Dean  Witter  Reynolds  84 
DeKalb  Genetics  4 
Deutsche  Telekom  53 
Digital  Equipment  90 
Dow  Chemical  33 
Dow  Corning  33 
Dow  Jones  96 
Dragon  Systems  99 
DRI/McGraw  Hill  104 
Durlacher  91 


Eastman  Kodak  82 
Edward  Thomas  38 
El  Torito  60 
Equity  Research 
Associates  55 
Ernst  &  Young  96 
ESPN  26,  55 
ESS  Technology  88 

F 


Femsa  Cerveza  55 
Fidelity  Investments  60,96 


Fm invest  26,  29 
Fisher-Price  86,  98 
Ford  44,  74 
Fox  26  55 

Frank  Russell  82 

Fuji  Heavy  Industries  44 

G 


GE  Capital  Services  32  40 
General  Electric  32, 40, 
82,  86E2 

General  Motors  38, 47 , 
Goldman  Sachs  38 
Grupo  Modelo  55 

H 


Hamilton  38 
HarperCollins  26 
Herman's  Sporting 
Goods  60 
Hewlett-Packard  11 
Hilgraeve  11 
Hi  no  Motors  44 
Houghton-Mifflin  98 
Houlihan's  60 
Hughes  Aircraft  29,  88 
Huntsman  Chemical  50 
Hyatt  38 

HyperGlot  Software  99 


IBM  12,90,99 

IMC  Global  4 
Independent  Strategy  78 
Ingersoll-Rand  60 
Interplay  Productions  88 
Intuit  96 

IVI  Publishing  98E4 


James  Capel  44 
James  D.  Woltensohn  55 
John  Labatt  55 
Johnson  Rice  86 
J.P  Morgan  40 
J.R.  Simplot  36 
Jundt  Grovrth  Fund  84 


MCI 

■  J        J  POSITIVE 


WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS, 
THERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


Kamsky  Associates  60 
Kemper  Financial 
Securities  78 
Kennecott  82 
KPMG  Peat  Warwick  22 


L.L.  Bean  4 

Labatt  Communications  55 
Lafarge  Coppee  40 
Lancit  Media 

Productions  86 
Latrobe  Brewing  55 
Learning  Company  99 
Lehman  Brothers  44 
Leucadia  National  36 
Levesque  Beubien 

Geoffrion  55 

Liberation  Publications  38 
Liberty  84 

Lotus  Development  12 
M 


Madeco  86E2 
Marchesi  De' 
Frescobaldi  10E4 
Marriott  38,  50 
Matav  53 
Matsushita  88 
Mazda  44 
MCEG  Sterling  86 
MCI 

Communications  26,  29, 
86E2,  90 

McKinsey  48 
Merrill  Lynch  40,  78 
Metromedia 
International  86 
Micron  36 

Microsoft  11,  12,  98E2 
Miller  Brewing  55 
Mitsubishi  44,  86E2 
Mobile  Satellite 
Products  87 
MOL  53 

Molson  Breweries  55 
Montgomery  Ward  4 
Morgan  Stanley  48 
Morningstar  96 
Morrison  Knudsen  36 
Multicom  Publishing  98E2 
MVM  53 

N 


Nabors  Industries  86 
National  Gypsum  40 
NBC  32 
News  Corp.  26 
Nintendo  91 
Nippon  Denshi  Kiki  44 
Nissan  44 

Nomura  Asset  Capital  38 
O 


Onex  55 
ONSALE  12 
Orion  Pictures  86 


Packard  Bell  88 
Pearson  26 
PepsiCo  50 
Philip  Morris  55 
Pioneer  Hi-Bred  4 
Pool  Energy  Services  86 
Potash  4 

Price  Waterhouse  96 


Radisson  Hotels 
International  38 

Rafael  Development] 

Rand  22 

Rare  91 

RCA  88 

Reality  Online  96 

Reseh/e  Bank  of 
Australia  23 

RTZ  86E2 

Russ  Berie  86 


Salomon  Brothers 
Santa  Isabel  86E2 
Science  Applicatiori 
Seagram  29 
Sega  91 
Sheraton  38 
Siemens  48 
Sierra  On-Line  99 
Silicon  Graphics  9^ 
Smith  New  Court 

Securities  91 
Sony  86,  88,  91 
Spatializer  88 
Sprint  86E2 
SRS  Labs  88 
Star  TV  26 
Stanwood  Capital  G| 
State  Farm  InsuranI 
Suzuki  44 
Symantec  1 1 
Syracuse  Language| 

Systems  99 
Systematic  Financij 

Management  36 


Taylor  98E2 
Tele-Communicatio 
Tenneco  47 
Texas  Instruments  I 
Times  Mirror  98E2H[ 
Time  Warner  26,  2^ 
Toronto  Blue  Jays 
Toyota  6,  44 
Transmanche-Link  | 
TriContinental  84 
T.  Rowe  Price 
Associates  22, 
TWA  40 

Twentieth  Century  | 
U  

UAL  82 

Union  Bank  of 
Switzerland  80 
Unisia  Jecs  44 
U  S  West  26 


QSound  Labs  88 


Van  Kampen  Merril 
California  Value  F| 

Vanguard  96 

Vertigo  Developme 
Group  96 

Viacom  26 

Vigoro  4 

Virgin  Records  38| 
Volkswagen  6 
Vox  26 

W 


Waldorf-Astoria  3f| 
Wells  Fargo  6  bit 
Wertheim  Schrodei 
Westin  Hotel  38  _ 
Wilson,  Sonsini,  Gl^»f 
&  Rosati  10  ' 
Wine  Union  10E4 
W.R.  Grace  60,  ICH 


Zonin  10E4 
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v^estment  Figures  of  the  Week 


ITARY 

illed  on  mixed  economic 
hen  continued  to  rally  as 
falling  industrial  produc- 
veaker-than-expected 
tarts  helped  push  the 
le  30-year  Treasury  down 
Stocks  hit  a  new  high, 
conductor  companies 
he  dollar  rose  on  opti- 
ut  prospects  of  cutting 
udget  deficit.  The  green- 
m  was  helped  by  specula- 
Droposed  U.S.  tariffs  on 
luxury  autos  would  force 
ese  to  open  their  markets 
larrow  the  deficit. 


STOCKS 

May  Nov. 


52-week  change 
16.2% 


May    May  11-17 


1 


BONDS 

May  Nov. 


May    May  11-17 


THE  DOLLAR 

May  Nov. 


May    May  10-17 


527.07 


1 -week  change 

+0.5% 


1500 
M33  53 


1-week  change 
+  1.4% 


52-week  change 

-9.0% 


1-week  change 
+2.0% 


T  ANALYSIS 


%  change 


CKS 

Latest 

Week 

52-week 

S  INDUSTRIALS 

4422.6 

0.4 

18.5 

OMPANIES  (S&P  MidCap  Index) 

190.5 

1.9 

12.4 

MPANIES  (Russell  2000) 

272.8 

1.9 

10.5 

ANIES  (Russell  3000) 

299.7 

0.7 

14.9 

%  change  (local  currency) 

STOCKS 

Latest 

Week 

52-week 

MNANCIAL  TIMES  100) 

3297.4 

0.2 

5.8 

KKEI  INDEX) 

16,471.4 

-2.1 

-18.3 

TSE  COMPOSITE) 

4373.4 

2.2 

2.2 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.83% 

5.79% 

4.28% 

30-YEAR  TREASURY  BOND  YIELD 

6.86% 

7.00% 

7.28% 

S&P  500  DIVIDEND  YIELD 

2.52% 

2.54% 

2.87% 

S&P  500  PRICE/EARNINGS  RATIO 

16.2 

16.2 

20.0 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

476.3 

474.6 

Positive 

Stocks  above  200-day  moving  average 

71.0% 

69.0  %r 

Negative 

Speculative  sentiment:  Put/call  ratio 

0.65 

0.74  r 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.16 

1.19 

Positive 

TRYGROUPS 


ITK  LEADERS 


%  change 
l-month  12-month 
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Foreign  stocks 
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-3.42% 


nil 


Money  market  fund 
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THE  BUDGET:  SEIZE  THE  DAY 


At  last.  After  nearly  two  decades  of  profligate  living  and 
failed  promises,  Washington  is  showing  signs  of  fiscal 
discipline.  The  stunning  rally  in  the  bond  and  stock  markets 
partly  reflects  a  gi'owing  belief  that  serious  efforts  are  under 
way  to  bring  the  federal  budget  under  control  by  the 
year  2002. 

Bitter  controversy  swirls  on  Capitol  Hill  over  the  right 
approach.  The  best  road  map  so  far  is  the  plan  put  fomard 
by  Senator  Pete  V.  Domenici  (R-N.  M.),  who  rightly  defers 
any  tax  cuts  until  the  budget  is  balanced.  Conservative 
House  Democrats  are  also  proposing  a  fiscal  plan  that  does- 
n't include  tax  cuts.  In  sharp  contrast,  the  plan  devised  by 
Representative  John  R.  Kasich  (R-Ohio)  has  some  unac- 
ceptable spending  cuts  to  preserve  about  $350  biUion  in 
tax  reductions.  Sadly,  the  White  House  is  a  no-show  even 
though  President  Clinton  fought  courageously,  and  at  great 
pohtical  cost,  during  the  critical  first  round  of  deficit  slashing 
in  1993. 

Clinton  is  making  as  big  a  mistake  as  the  House  Repubh- 
cans.  He  has  the  power  to  nudge  a  congressional  majority  to- 
ward a  genuine  deficit-reduction  blueprint  modeled  on 
Domenici's  plan — with  some  changes,  to  be  sure.  At  the  mo- 
ment, the  proposed  spending  cuts  go  too  far  in  hammering  the 
poor,  and  there  isn't  enough  equality  of  sacrifice.  For  in- 
stance, the  earned  income  tax  credit,  an  aid  to  the  working 
poor,  is  targeted  to  become  less  generous,  while  corporate  tax 
subsidies  remain  essentially  unscathed. 

Proposals  to  abolish  the  Commerce  and  Energy  Depts. 
look  like  a  wrong  turn,  too.  Yes,  Commerce  is  an  unwieldy  di- 
nosaur. However,  consideiing  the  new  world  of  global  compe- 
tition, it  would  be  better  to  radically  downsize  Commerce.  A 
stripped-down,  renamed  International  Trade  Dept.  could  also 
consolidate  under  one  roof  32  different  trade  and  export 
agencies  now  scattered  around  Washington.  Unrelated  Com- 
merce functions,  such  as  the  National  Weather  Service,  could 
be  privatized. 


The  Energy  Dept.,  much  like  Commerce,  is  a 
cratic  hodgepodge.  Yet  getting  rid  of  the  departmen 
out  finding  a  place  for  many  of  its  functions  is  wrong, 
ar  waste  sites  must  be  cleaned  up  and  nuclear  bomb 
Perhaps  these  tasks  should  be  handled  by  Defens 
three  weapons  laboratories  managed  by  the  Energj 
could  be  consolidated  into  one  laboratory  at  Los 
N.  M.  The  civilian  national  labs,  along  with  other  gove 
institutes  for  basic  and  applied  research,  could  be 
ferred  to  the  National  Science  Foundation  or  sold  to 
vate  sector. 

The  government's  health-care  system  is  in  despera 
of  an  overhaul,  and  deficit-cutters  are  right  in  wanting 
up  the  system  to  competition.  But  their  ambitious  g 
reducing  the  growth  in  Medicare  and  Medicaid  s^ 
seems  unrealistic. 

Will  so  much  deficit  cutting  lead  to  a  recession 
government  employees  at  all  levels  will  lose  their  jc 
much  stimulative  spending  wiU  stop.  But  the  Federal 
Board  can  easily  run  a  looser  monetary  policy  to  of 
fiscal  contraction.  With  a  balanced  budget,  interes 
should  be  about  two  percentage  points  lower  ths 
would  otherwise  be,  according  to  DRi/McGraw-Hill. 
case,  long-term  bonds  would  yield  about  4.5%  in  an 
ment  of  2%  inflation  and  no  deficit.  A  fall  in  interest 
that  level  would  create  a  lot  more  income,  jobs,  and 
than  tax  cuts. 

The  big  economic  surprise  around  the  turn  of  the 
could  be  the  dramatic  improvement  in  America's 
rate.  The  drain  of  a  budget  deficit  on  national  saving 
disappear  or  at  the  very  least  shrink  into  insigni 
The  boomers  will  be  investing  more  to  pay  for  reti 
Higher  savings  fuels  investment  spending,  which 
boosts  productivity  and  corporate  profits.  Living  sti 
rise.  Now  is  the  time  for  a  creditable  budget  phi 
payoff  is  huge.  I 


LESSONS  FROM  GRACE 


Intrigue.  Nepotism.  Private  investigators.  Allegations  of  fi- 
nancial and  sexual  impropriety.  A  vicious  power  stiaiggle. 
The  (h'ama  at  W.  R.  Grace  &  Co.  unfolds  like  a  John  Grisham 
novel.  Yet  the  story  is  all  too  real,  and  it  vividly  illustrates 
what  can  happen  when  a  corporate  board  falls  down  on  the 
job.  Corporate  America  should  carefully  heed  its  two  main 
lessons: 

A  chaifman  is  not  a  dictator:  J.  Peter  Grace,  who  died  of 
cancer  on  Apr.  19,  waelded  far  too  much  power  for  far  too 
long  at  the  conglomerate  he  had  run  since  1945.  Worse,  with 
a  minuscule  stake  in  the  company,  he  had  Httle  incentive  to 
aUgn  his  interests  with  those  of  shareholders. 


Directors  should  be  independent:  Most  of  the  compji 
board  members  were  tightly  linked  to  Peter  Grace  L 
juicy  consulting  contracts,  investments,  and  family  tie| 
wonder  they  failed  to  exercise  mdependent  judgment- 
half  of  shareholders. 

Still,  there  were  heroes  at  Grace.  Unsung  and  um 
the  company's  employees  delivered  record  earning 
their  superiors  acted  like  courtiers  at  Versailles.  It 
moil  is  fai*  from  over.  Even  with  new  ceo  Albert  J.  Cc 
place  and  a  more  assertive  boai'd.  Wall  Street  believes  hi 
membennent  of  the  company  is  a  possibihty.  The  en| 
deserve  better. 


I 
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aidon 


annihilate 

afewolc. 
notions. 


!(-■!'  was  a  Cruise  Missile.  iLs  mother  was  a  concert  hall.  And  it's  three  parts  power,  two  parts  elegance,  and  all  parts  incredible,  it's  the 
^--\  alve.  2S0hp,  DOHC  VS  Aurora  by  Oldsmobilc.  But  if  you  feel  more  comfortable  calling  it  a  luxury-performance  sedan,  go  right 
Aurora  by  Oldsmobile.  See  what  happens  when  you  Demand  Better  (^all  1-800-718-7778.      ^^^i-^^  CZ:>  P^  ^ 


'>'>  I  (iM  Corp  All  rights  reserved  Buckle  Up.  America! 
'mini  is  a  tractetiuirk  of  General  AUttors  Corp 


We  have  amazing  Powers  to  move  baggage. 


S|)c(  ilicall\  licif. 
wnc  lalkiiiii  aldiiil  Jack  I'oucis.  |-; 
sci\ icclliail.  One  (il  llic  new  clIlplnNcc-nu  nfl>  of 
L  niird  \ii  lilies.  ( )iic  (il  I  lie  .>.x()()0  pidiid  new  hits. 

( )iii  aim  is  1(1  lie  iiKirc  flliciciil  al  lia,u-liaii(lliii!j;  lhaii  vwi  l)cl(iic. 
T(i  lid  (■\c[\  siii;.ilc  lliiiii;  Willi  iiKMc  allmlioii  lo  ilrlail.  And  lis  pdsilucly 
|)a\  iiiii  nil.  ( .(iinplaiiils  arc  dnu  ii. 
( iiMiipliiiii-nIs  arc  iin. 


And  iiinic  111  Mill  arc  ||\  1110  iiiir  IriciidK  skies  lliaii  c\cr  liclorc 
li  s  iili\  imis  \\f  (ionl  just  work  here. 
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usmess 


A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


I  have  just  emerged  from 
a  long  exploration  of  the 
frontiers  of  online  investment. 
It  was  worth  it.  What  I  found 
1  a  new,  unique,  and  potentially  very  powerful 
)urce  of  investor  information  and  interaction. 
;  is  largely  shunned  by  the  established  powers 
n  Wall  Street.  The  online  world  is  unruly  and 
narchic-unfettered  by  conventional  wisdom. 
:  is  a  world  where  small  investors  dominate,  and 
'here  facts- not 
le  Street's  agenda 
are  paramount. . . 


JRLINGAMt 


A  personal  account  of  the  pitfalls 
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III'  iin"""in"i""iiii"""iii"r"i'ii 
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md  payoffs  of  investing  on 
the  Internet  bygaryweiss 
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The  RACE  furniture  system  jrom  Haworth. 


While  each  is  a  unicjue  way  to  maximize  the  poirei  0/  people  ivorkiiii)  toijether, 
you'll  find  that  one  oj  them  is  significantly  easier  to 
reconjuUiie  after  everyone's  ijone  home. 

HAWORTH 

Furniture  That  Works:-' 
To  learn  more  about  RACE'  and  creating  team  work  environments,  call  1.800,344.2600. 
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William  J.  Bennett  has  at- 
tacked Time  Warner  for  sell- 
ing and  promoting  rap  music 
with  violent 
lyrics.  Now, 
Bennett  may 
move  on  to  ;i 
new  target: 
fellow  conser- 
vative Ru- 
pert Murdoch 
and  his  Fox 
Broadcasting 
network. 

Bennett  s 
ire  stems 
from  a  Fox 
progi'amming 
incident  earlier  this  year.  He 
was  with  his  11-year-old  son 
when  a  "trashy"  promo  for 
Beverly  Hills  90210  flashed 
on  the  screen.  "Damn.  I  was 
watching  a  football  game 
with  my  kid,  and  I  gotta  see 
this  crud?"  griped  Bennett. 


MURDOCH: 

Gcf.s  earful 


So  he  called  Murdoch  confi- 
dant IinAin  Stelzer,  an  Amer- 
ican Enterprise  Institute 
economist,  which  led  to  an 
April  phone  talk  between 
Murdoch  and  Bennett.  "I  said 
to  him:  'You've  got  real  gar- 
bage on  this  network,  and 
you  should  take  it  off,' "  re- 
calls Bennett. 

Murdoch, 
who  had  seen 
the  promo, 
told  Bennett 
he  had  al- 
ready banned 
such  sizzling 
promos  from 
sports  pro- 
grams. As  for 
cleaning  up 
the  rest  of 
the  network, 
Murdoch 
simply  said  he  would  "think 
about  it,"  Bennett  says.  Not 
mollified,  Bennett  informed 
Murdoch  about  his  then- 
planned  attack  on  Time  War- 
ner— and  told  him  Fox  might 
be  next.  Officials  at  Fox  had 
no  comment.     Mark  Lewyn 
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WELCOME  BACK  TO  THE  JUNGLE.  INTUIT 

HOW   QUICKLY   FRIEND  CAN 

turn  to  foe.  Intuit,  still  reel- 
ing fi'om  the  collapsed  $2  bil- 
lion merger  deal  with  Micro- 
soft, may  find  its  flagship 
program, 


Quicken,  un- 
der attack. 
From  whom? 
Microsoft. 

On  Aug. 
24.  Microsoft 
will  launch  a 
revamped 
version  of 
Microsoft 
Money  for 
Windows  95. 
That's  the 
personal-finance  program  Mi- 
crosoft offered  to  Novell  to 
quell  the  Justice  Dept.'s  fears 
of  lack  of  market  competition. 


CP-aOM  DELUXE  EDmONJ 


ON  GUARD: 

Dueling  apps 


People  who  saw  a  rough 
demonstration  of  the  new 
version  say  Money  will  be 
veiy  easy  for  first-time  users. 
A  much  improved  Money 
would  pose  a  strong  threat 
to  Quicken,  especially  if  Win- 
dows 95  lives  uj)  to  its  billing. 

Meanwhile,  during  the  six- 
month  negotiations  with  In- 
tuit, Microsoft  managed  to 
hire  away  a  top  Intuit  sales 
guy,  Stephen  Schiro,  now 
vice-president  of  Microsoft's 
End  User  Customer  Unit. 

Intuit  CEO  Scott  Cook  is 
at  a  slight  loss  to  describe 
the  situation  he's  in:  "When 
we  announced  the  deal, 
everyone  was  saying  'Con- 
gratulations.' Now  that  the 
deal  is  off,  people  are  saying 
'Congi'atulations.' "  Paul  Eng 


TALK  SHOW  Uln  the  future,  we  may  wait  a  week  or  two 
before  we  decide  to  do  something  like  this  again.'' 

—  Microsoft.  CEO  William  H.  Gates,  after  ending  his  attempt  to 
take  over  Intuit 

THE  DEAL  MILL  , 

SLOW  LOCOMOTION  AT  MORRISON  KNUDSEll 


ONE  OF  MK  RAIL'S  RUMBLERS:  What's  holding  lip  the  sail 


OF  LATE,  MORRISON  KNUDSEN 

has  been  stiiiggling.  Yet  the 
engineering  outfit  seems  to 
be  dragging  its  feet  in  selling 
a  piTzed  asset:  a  65%  shai-e  of 
MK  Rail,  which  makes  loco- 
motives and  components. 

The  stake,  with  a  market 
value  of  $70  million,  was  put 
on  the  block  in  March  to 
raise  needed  cash.  Yet  a  po- 
tential buyer  says  he's  get- 
ting nowhere.  "I've  made  it 
very  clear  we're  interested, 
but  we've  not  been  able  to 
get  any  positive  response 
from  Morrison  Knudsen,  MK 
Rail,  or  its  investment  bank- 
ers," says  Thomas  M.  Begel, 


chairman  of  Johnstd 
America  Industries,  a  rail 
manufacturer. 

His  frustration  is  apj 
ently  shared  by  some  bol 
members  at  the  parent  c] 
pany.  A  source  close  to 
board  says  the  sales  prod 
is  being  slowed  by  mk  R| 
failure  to  provide  a  full  fill 
cial  picture.  It  delayed  issij 
results  for  1994  and  the 
quarter  of  1995,  but  expd 
losses  in  both  periods.! 
Morrison  Knudsen  spokesij 
says:  "We  are  continuina 
communicate  with  MK  Ran 
our  mutual  efforts  to  finl 
buyer."       Richard  MeU 


THE  LIST  I-WAY  ROBBERY 


THE  WORLD'S  TOP] 
PIRATES 

LOSSES  IN  INDIVIDUAL  NATIONS  FROftl 
ILLEGAL  COPYING  OF  SOFTWARE,  1991 


Software  producers  lost 
$15  billion  in  1994  from 
illegal  copying.  The  U.S. 
fiad  the  lowest  rate  but  the 
biggest  losses.  Virtually  all 
of  the  software  in  use  in 
China  and  Indonesia 
among  others,  is  pirated. 


MILLIONS 

PiRAC 
RATE 

U.S. 

$2,877 

35°/ 

JAPAN 

2,076 

GERMANY 

1,875 

50 

FRANCE 

771 

57 

BRAZiL 

550 

77 

KOREA 

546 

78 

BRITAIN 

544 

43 

RUSSIA 

541 

94 

CHINA 

527 

98 

ITALY 

404 

58 

DATA:  BUSINESS  SOFTWARE  ALLIANC 
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have  a  signincanl  advantage  over  those  lied  down 
bv  convention,  bureaucracy  and  big-spending. 


LEXIBILITY 


The  varied  demands  of  today's  mar- 
ketplace require  small  businesses  to  perform  an  increas- 
ing variety  of  functions. 


Flexibility  and  a  sense  of  adventure  must  be  a  pan 
of  any  company's  corporate  culture  if  it 
ceed  into  the  21st  century. 


l^cther  it's  in  sales  or  finance,  realty 
or  retail,  flexibility  is  the  new  key  to  long-term  success. 
In  these  days  of  doing  more  with  less,  the  way  in  which 
companies  allocate  resources  has  changed.  In  the  past, 
financial  clout  often  determined  who  came  out  on  top. 
Today,  faced  with  competitive  and  market  pressures 
unimagined  ten  years  ago,  companies  must  now  find 


//arge  companies,  of  c 
a  greater  challenge  than  small  bu 
generally  have  an  easier  lime  implei 
cies.  Bui  no  matter  what  the  size 
companies  with  an  adaptable  sir 
outlook  are  belter  positioned  to  ( 
than  their  competitors;  their  ab 
cus,  or  even  redefine,  their  bj 
sures  their  continued  succe 


H^llnp?^ 


I.nosen  for  their  versatilit 


Phe  new  HP  LaserJet  5P  printer, 
t  specializes  in  everything. 


itimated  US.  retail  pnce.  Actual  pnce  may  vary. 


From  envelopes  to  index  cards, 
letter-size  to  legal-size,  the  new 
HP  LaserJet  5P  tackles  whatever 
comes  its  way.  With  two  paper 
trays,  the  ability  to  print  up  to 
10  wrinkle -free  envelopes  at  one 
time,  crisp  600-dpi  print  quality, 
and  six-page-per-minute  speed, 
it's  the  perfect  printer  for  your 
business.  Beyond  all  this,  new 
wireless  infrared  printing  ensures 
built-in  flexibility  into  the  future. 


Imagine.  Unsurpassed  versatility. 
Legendary  HP  reliability.  And  now, 
surprising  affordability.  See  your 
Yellow  Pages  for  the  HP  dealer 
nearest  you. 

HP  LaserJet  Printers 
Just  what  you  had  in  mind. 


EWLETT* 
PACKARD 


S1995  Hewlett-Packard  Company  PE12529 


Up  Front 


DRAWN  &  QUARTERED 


VEGGIEWORLD 

ROY  DISNEY'S 
MAGIC  WAND 


YOU  KNOW  A  TREND  HAS  GONE 

mainstream  when  it  captures 
the  Magic  Kingdom.  That  is 
what's  happening  with  veg- 
gie burger's,  thanks  partly  to 
a  deal  put  together  by  Roy 
Disney's  Shamrock  Holdings. 


SERVED  AT  DISNEY  PARKS: 

Goofy  bette)'  eat  his  vegetables 


In  October,  1994,  Sham- 
rock's investment  arm,  Ti'e- 
foil  II,  acquired  a  minority 
interest  in  Fantastic  Foods 
of  Petaluma,  Calif.  The  com- 
pany makes  Nature's  Burger, 
a  vegetable-and-grain  alter- 
native to  beef  patties.  Just 
six  months  later,  these  veggie 
burgers  are  being  sold  at 


Disneyland  and  Disney 
World. 

Coincidence?  Not  really.  In 
addition  to  heading  Sham- 
rock, Disney,  who  is  Walt's 
nephew,  is  vice-chairman  of 
the  boai'd  of  Walt  Disney  Co., 
which  owns  the  parks.  "That 
relationship  helped,"  notes 
Clifford  Miller,  managing  di- 
rector of  Shamrock  and  Tr-e- 
foil  II.  However,  he  also  says 
he  would  like  to  think  Dis- 
ney would  have  given 
Fantastic  Foods  a  shot 
even  without  executive 
influence. 

Indeed,  demand  has 
been  strong:  After  a 
short  test  peiiod,  restau- 
rants at  the  Disney 
parks  have  boosted  their 
ordei-s  ft'om  100  to  7,500 
veggie  burgers  per 
week.  Besides,  veggie 
burgers  might  be  a  fine 
fit  for  Disney's  goody-goody 
image.  "Can  you  imagine  Cin- 
derella eating  meat  products 
full  of  fats  and  nitrates?"  asks 
Lany  Tsai,  director  of  mar- 
keting at  Fantastic  Foods. 
"All  her  little  animal  friends 
in  Disneyland  would  turn 
their  faces  to  the  ground 
with  shame."    Kate  Murphy 


CASINO  SOCIETY 


LOHERY  PLAYERS,  THE  TUBE  WANTS  YOU 


LIKE  OTHER  STATES  THAT  RELY 

on  lottery  revenues,  Florida 
is  finding  people  more  reluc- 
tant to  spring  for  a  ticket  or 
two.  So  starting  this  fall,  the 
Florida  Lottery  Commission 
will  be  offering  lucky  lottery 
players  an  added  thrill:  a 
chance  to  appear-  on  a  new  TV 
game  show.  Fla- 
mingo Fortune, 
and  compete  for 
cash  prizes. 

Tentative  plans 
call  for  contest- 
ants to  be  picked 
by  holding  the 
right  tickets. 
Don't  expect  to 
see  any  contest  of 
skill  or  intelli- 
gence on  the  air. 


Florida's  lottery  is  by 
law  a  game  of  chance 
rather-  than  ability,  and 
the  r-ules  will  car-r-y 
over-  to  the  game  show. 
That  should  make  it  es- 
pecially mindless,  even  com- 
pared with  the  usual  TV  far^e. 
Top    prizes    could  reach 
$100,000. 

Mar-k  Goodson 
Pr-oductions,  known 
for  The  Price  Is 
Right  and  Family 
Feud,  is  cr-eating 
the  show.  Alr-eady, 
it  has  aired  lottery 
games  in  Illinois  and 
Massachusetts  and 
hopes  to  sign  up 
more  big  states. 
Peter  Valdes-Dapena 


CcGaNTRiC 

PaLB«I?T  T.  <30iM5Y 
Passes  YeT 

aNtoTHef?  Pay 

NoK-PiGiTaLLY. 


OFFICE  HOURS 


THE  60-MINUTE  ITCH? 


IN  HIS  LATEST  NEWSLETTER, 

well-known  management 
psychologist  Harry  Levinson 
suggests  that  a  woman  in 
the  wor-kplace  should  not 
spend  mor-e  than  one  hour 
alone  in  an  office  with  any 
male  co-worker.  His  rea- 
soning? Men  start  de- 
veloping sexual 
fantasies  if  they 
spend  too  much 
time  alone  with 


a  woman — per- 
haps leading 
to  no  end  of 
tr-ouble. 

Levinson 
says  that  hi: 
advice  is  based  on  his  expe- 
riences as  a  therapist  and  on 
complaints  he  has 
hear-d  from  women. 
Some  {people,  though, 
are    appalled  by 


THE  BIG  PICTURE 


EXPANSIVE  MOOD 


Levinson's  suggestion.  "" 
absurd  notion  is  demear 
to  both  men  and  wom( 
says  Sheila  Welling 
president  of  Catalyst 
non-pi'ofit  rese; 
gr-oup  for  w 
en  based 
New  Yor 
WeUin^ 
does  n 
tongue 
cheek,  t 
some  g 
could  C( 
out  of  Le 
son's  r'ec 
mendatioi 
ter  all:  " 
only  merit  to  this  obse; 
tion  is  that  it  might  lea( 
shorter  meetings."  Is 
that's  a  notion  that  n 
men  and  women  would  a; 
with.  Lori  Bongi( 


II 


Conventional  wisdo 
holds  that  when  fac 
tories  are  running  a 
close  to  85%  of  cai 
acity,  as  they  are  n( 
watch  out  for  a  sur^ 
of  inflation.  But  the 
could  be  a  ray  of 
hope.  Manufacturei 
are  adding  to  their 
productive  capacity 
at  the  fastest  rate 
in  10  years. 

DATA:  FEDERAL  RESERVE  BOARD 


FOOTNOTES  Percentage  increase  in  television  advertising  i-evenue,  1993-94:  China,  74%;  U.  S.,  5% 
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It's  for  you!  Sprint's  low,  flat  rates 

for  small  businesses. 


Thanks  to  Sprint  Business, 
now  the  world  is  flat. 

Introducinis  low,  flat  rates  on  your 
loni;  distance  ser\  ices.  Tli;it  inelndcs  all  yoin' 
state-tostate  calls,  as  well  as  Sjirint  S(l() 
scr\'icc,  tax,  cellular  loni>  distance  and  ealliniL;  cards. 
You  pay  the  same  low  rate 
whenever  you  call. 

Day  or  niyht.  Weekdays  or  weekends. 
On  the  road,  or  at  the  office.  Even  if 
you  spend  as  little  as  S5()  a  month, 
ifeur  long  distance  costs 
are  simple  to  understand. 
Our  low,  tlat  rates  end  the  confusion  of  calculating 
your  cost  per  minute.  And  it's  easy  to  sign  up.  Just  call  now. 
We'll  help  your  husiness  do  more  business. 


Sprint 

Business 


1-S00-827-3700 

Monthly  minimums  apply.    ©1995  Sprint  Communications  Company  L.P. 


Exported  from  TLirkey. 


1  wenty-ninc  countries  around  the  world  have  discovered  a  truly  exceptional  Amer 
product/The  Accord.  In  tact,  the  Accord  Wagon  is  now  the  best-selling  American  export 
And  it  doesnt  matter  which  side  of  the  road  its  driven  on.  Because  the  plant  in  Marysville,  ( 


•HjsciI  .m  AA\1A  Sales  Kcpiirt.  Janujrs  IWS    ©IWS  American  I  li.n,la  MetcrCd.,  Iiu 


rted  from  Kenya.  -  Exported  from  America. 


Lices  both  left-  and  right-hand-drive  models.  Of  course,  good 
i  and  versatility  have  a  lot  to  do  with  its  worldwide  popularity 
Jl.  It  seems  that  an  appreciation  for  quality  is  universal. 


The  Accord  Wagon 
^□□□□□ACar  Ahead 


Readers  Report 


BusinessWeek 


NASDAQ 

BARKS  BACK  '  

The  recent  article  in  youi"  magazine  is 
flawed  in  several  crucial  respects  ("Who 
watches  the  watchdog  at  xasdaq?"  Fi- 
nance, May  15). 

It  suggests  that  pressui'e  is  building  to 
transform  nasdaq  into  a  national  elec- 
ti'onic-execution  system.  To  oui-  knowl- 
edge, the  only  persons  who  are  advocat- 
ing such  a  concept  ai-e  some  academics. 
While  nice  in  theory,  in  reality  such  sys- 
tems do  not  provide  the  immediacy  and 
licjuidity  demanded  by  today's  investors. 
Efficient  markets  need  intermediaries, 
such  as  specialists  and  mai'ket  makers,  to 
provide  the  other-  side  of  a  trade  when 
an  offsetting  ordei'  does  not  exist.  That  is 
why  the  liquidity  that  exists  in  U.  S. 
markets  is  the  envy  of  the  world. 

The  article  also  suggests  that  the 
NASD  is  pursuing  an  agenda  favoring 
large  member  organizations  at  the  ex- 
pense of  smaller  finns.  The  xasd  agenda 
is  determined  by  representatives  of  all 
fuTOS — large,  medium,  and  small.  Indus- 
try members  of  the  xasd's  board  and 
district  committees  are  elected,  and 
I'ules  are  approved  on  the  basis  of  one 
vote  per  fii-m  per  district.  That's  as  bal- 
anced a  voting  process  as  you  can  get. 
For  the  past  five  years,  most  nasd 
board  members  from  the  securities  in- 
dustry have  come  fr'om  small  fir-ms. 

Joseph  R.  Harxliman 
President 
NASDAQ  Stock  Mar-ket 
Washington 


r 

taxes  were  lowered,  tax  revenues  \*t 
up.  When  Reagan  compromised  \ 
Congress  and  taxes  were  raised, 
revenues  went  down  again.  Kutt 
would  pr-obably  argue  that  the  dt 
went  up  during  Reagan's  watch, 
what  he  would  pr-obably  fail  to  men 
is  that  Congress  went  hog-wild  \. 
por'k-barrel  spending. 

As  for  equity  taxation,  why  don't 
go  all  the  way  and  make  the  wea 
pay  higher  prices,  too?  We  could  n 
them  pay  $1.50  for  a  can  of  Peps 
$5.00  for  a  Big  Mac.  After  all,  it 
only  be  equitable. 

Dan  F 
Eden  Prairie,  M 

There  is  a  real  inequity  in  the  ide 
a  flat  tax  on  consumption.  Most  pe 
who  have  r-etir"ed  do  not  save  any  n 
Accor-dingly,  a  consumption  tax  wi 
fall  most  heavily  on  older  Amerie 
Such  a  tax  is  clearly  unfair  to  ret 
persons  and  should  either  not  be  coi 
er'ed  or  should  pr'ovide  reduced  or  e 
inated  taxes  for-  retir-ed  persons. 

A.  N.  T^chat 
Idaho  Falls,  k; 

I 

SOME  MEXICANS  DON'T  SEEM 
HUNGRY  FOR  BUSINESS 

While  r'eading  your  article,  I  coul 
help  wondering  how  much  of  Mex 
economic  problems  can  be  attribute 
their-  indifference  to  business  oppo 
nity  ("Is  this  tough  love — or  a  sa\ 
crackdown?"  Inter-national  Busin 
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WHArS  FAIR 

IN  TAXES?  

Robert  Kuttner-'s  column  "Dueling  tax 
plans:  One  adds  up,  the  other  doesn't" 
(Economic  Viewpoint,  May  15)  is  for-- 
mulated  on  two  pr-emises.  The  fir-st  is 
that  lowering  the  tax  r-ates  will  cause 
lower  tax  revenues.  The  second  is  that 
ther-e  should  be  tax  equity;  that  is,  those 
who  ear*n  more  money  should  pay  more 
in  taxes. 

In  the  first  case,  Kuttner-  was  proved 
wr-ong  during  the  Reagan  er-a.  When 
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May  15). 

Case  in  point:  I  have  been  trying' 
successfully  for  over  a  year  to  fir 
manufacturer  of  disposable  clean-r- 
gar-ments,  which  I  would  gladly  im] 
The  commer-cial  attache  at  the  Mex 
Consulate  in  San  Fr'ancisco  did  not 
tur-n  my  phone  calls  or-  fax  inquirii 
managed  to  identify  15  manufacturei 
Mexico  and  wTOte  to  each.  Only  t' 
r-eplied — and  that  was  at  least  thr-e 
four  months  after  receiving  my  le 
None  had  the  capability  I  needed, 
other  12  never  bothered  to  answer 

If  this  is  the  prevailing  attitude. 
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WHO^S  LANDED  400,000  ACCOUNTS  WITH  ON-TIME  PERFORMANCE? 

We're  not  an  airline,  although  major  airlines  are  some  of  our  biggest  customers. 

We're  a  managed  services  company  called  ARAMARK. 
(You  may  have  known  us  when  we  were  called  ARATEX). 

Among  our  many  services,  we  provide  uniforms  for  all  kinds  of  businesses,  all  over  America. 

We  like  to  think  a  company's  image  begins  with  the  uniforms  its  employees  wear. 
And  at  ARAMARK,  our  own  image  is  surely  reflected  in  the  service  we  provide. 

So  we  have  to  be  accurate,  on-time  and  accountable. 

We  address  concerns  personally  -  within  24  hours. 

We  customize  solutions  -  whether  it  means  designing  sterile  uniforms  for  a  pharmaceutical  firm 
or  flame  retardant  uniforms  for  an  aluminum  recycling  mill. 

■  In  our  business,  we  devote  ourselves  to  every  detail,  right  down  to 
the  name  stitched  over  the  pocket. 

We  couldn't  have  become  America's  largest  uniform  company  any  other  way. 

We'd  like  to  dress  your  business  for  success. 

Call  1-800-ARAMARK. 

ji^ARAMARK 

Managed  Services,  Managed  Better. 


ARAM ARKnt  Managed  Services  for  Business,  Education,  Healthcare,  Leisure  and  Government: 
^  Food,  Refreshments,  Uniforms,  Child  Care,  Medical  Services,  Facilities  Management,  Magazine  and  Book  Distribution. 


How  Far  Woi  ld  Jm:\  Go 
For  a  BiLOVA? 
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AMFRKA'S  INCIMIVE 
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Opportunity 
only  rings  , 


once 


. . .  hill  w  hen  it  does,  a  l^atiio  Sliack 
personal  pagei'  will  keep  yoii  in 
loueh.  Radio  Shack's  pager  line-Lip 
inc  kides  features  such  as  time  stamp, 
messaj^e  memory  and  alphanumeric 
display.  And  we'll  answer  questions 
about  |ia.i;in^  ser\  it  es  and  sii;n  yon 
Li|">  tor  one-  tlial  meets  yotir  needs. 

Atlordabie  |ieisonal  patters  are  jirst 
one  examiile  ol  the  (|Liality  business 
ITioduels  \ou'll  find  at  Radio  Shack, 
c      ( )n  us  tt  )day. 

Radio  /haek 

You've  got  questions.  We've  got  answers' 


Processing  and  paging  service  tees  required  Local  pagers  not  available  m  all  areas  See  store  for  details  Prices  apply  at  partici- 
pating Radio  Shack  stores  and  dealers  Items  not  available  at  a  participating  store  can  be  special-ordered  (subiecl  lo  availability)  al 
the  advertised  price  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers 
and  franchisees  may  not  be  participating  m  this  ad  or  stock  or  special-order  every  item  advertised 


A  complete  selection  ot  local 
and  nationwide  pagers,  with 
prices  from  $79.99'^ 


Readers  Report 


CORRECTIONS  &  GURIFiCATIONI 

In  "Where  does  Goldman  Sachs  go  fi 
here?"  (Finance,  Mar  20),  the  Bishop  Esl 
in  Hawaii,  which  last  year  invested  $: 
million  in  the  Wall  Street  firm,  was  inc 
rectly  described  as  family-owned.  It  is  a 
vate  charitable  trust. 


little  wonder  that  Mexico  is  havingj 
nomic  problems. 

Hal  Sh 
Chico, 

THE  VALUE 

OF  VALUJET  

I  have  followed  ValuJet  from  itj 
ception,  and  I  know  many  have  beil 
ed  from  the  airhne's  success  ("Grof 
pains  at  ValuJet,"  News:  Analysj 
Commentaiy,  May  15). 

Rapid  expansion  at  ValuJet  eoni 
uted  to  Atlanta's  being  the  fastest-g| 
ing  large  aiipoit  last  year.  The  ail 
is  such  a  boost  to  local  economies  1 
othei-  cities  have  encom-aged  ValuJl 
stait  serving  their  commimities.  The  [ 
lie  has  gained  the  most  since  Valul 
advent,  by  saving  hundreds  of  milliaS 
dollars  in  airfares.  P 

The  founders  and  stockholders  ^ 
done  weO.  But  the  initial  investor's  t(i 
gTeat  risk  in  starting  ValuJet.  With 
management  and  employee  relations! 
it  could  become  the  first  successful! 
passenger  airline  in  the  U.  S.  in  declg 
Fred  C.  Allvine,  Prof(| 
School  of  Managei| 
Georgia  Institute  of  Techncl 

Atli 

 1 
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Introducing  a  new  direction 
in  tiealtti  care  coverage. 


Recognize  a  sign  of  opportunity  when 
you  see  it?  Then  new  LlniCARE 
Integrated  '  from  Blue  Cross  of  California* 
should  stop  you  in  your  tracks. 
UniCARE  Integi'ated  is  a  unique  combina- 
tion of  gi'oup  medical  and  workers' 
comp  coverage  in  one  economical  package. 

Blue  Cross  has  joined  forces 
witli  UniCARE,  one  of  the  state's  lai'gest  and 
most  respected  workers'  comp 
companies,  to  create  this  breaktlirough  plan 


for  companies  witli  more  tlian  50  employees.^ 

UniCARE  Integrated  streamlines 
the  claims  process,  olTering  one  doctor 
network  instead  of  two.  Wliich  saves 
your  company  time  and  money.  And  tliat's 
always  a  good  direction  for  any 
business  to  pursue.  To  find  out  more,  call 
your  Blue  Cross  broker  or  local 
group  sales  office. 


Blue  Cross  of  California 


ompanies  with  less  than  50  employees  call  your  Blue  Cross  agent  or  1  -800-999-2273.  ®  a  registered  trade  mark  of  the  Blue  Cross  Assoaatior  SM  is  a  service  mark  of  WeBPoinl  Health  f^tetworks  inc.  IVtedical  coverage  wrmen  ty/  Blue  Cross  of  California.  CalfomiaCare 
Healtfi  Plans  and  WellPoint  Life  Insurance  Canpany  Workers'  compensalion  coverage  written  by  UniCARE  Insurarxe  Company.  "Blue  Cross  of  CaJiforrw  and  CalrfomiaCare  He£flh  Plans  are  Independent  Licensees  of  the  Blue  Cross  Association  ©1 995  Bue  Cross  of  Catifomia. 


All  Idea  Witliout  R^D  Simply  Wont  Fkj. 

At  Advanced  Micro  Devices,  we  cliampion  ideas  that  make  a  difference  to 
our  customers.  Ideas  we're  willinA  to  back  witli  over  $1.2  Lill  ion  in  research 
and  development  in  tlie  past  five  years  alone.  Wliick  means  customers  for  our 
personal  computer  and  communications  microcliips  can  rest  assure  d  tkat 
wken  tkey  buckle  up  and  taxi  down  tke  runway  witk  AMD,  tkeir  performance 
curves  are  going  to  soar.  Tkese  days,  you  simply  can  t  afford  to  invest  in  a 
computer  or  communications  system  unless  it  kas  tke  power  to  launck  you  into 
tke  future.  Tkat  s  wky  we  will  continue  to  invest  ovir  resources  in  one  vision: 

If  it's  a  ^ood  idea.  If  it  makes  a  difference.  Run  witli  it. 

^1  4^^^ 

Rhin  with  it. 
1-800-222-9323  Internet:  http://www.amcl  .com 


* 


tGM  VALUE  PRICING.  It's  EVEN  GOOD 


Fresh  air.  Clear  blue  sky.  A  patch  ofciiiuiihis  ck)uds.  Red  phistic  triangles  flapping  in  the  breeze,  beari 
the  words  "Dynamite  Dealin'  Days"? 

Bad  enough  a  barrage  of  ugly,  sales  clutter  assaults  the  landscape.  We  think  it  makes  the  whole  id\ 
of  shopping  for  a  new  car  or  truck  about  as  unattractive  as  the  promotions  themselves. 

That's  why  General  Motors  created  Value  Pricing- a  new  concept  intended  to  simplify  the  shoppii^ 
process.  Here's  how  it  works.  We've  taken  the  features  most  people  say  they  need  and  included  them  for 
sticker  price  that's  substantially  lower  than  most  comparably  equipped  cars.  Features  like  anti-lock  brake 
Air  conditioning.  Airbag.  A  year,  36,000  mile  Buniper-to-Bumper  Warranty  with  no  deductible.  Eve 
24-hour  roadside  assistance.  And  more. 

What  we've  eliminated,  however,  is  the  traditional  sales  routine.  In 
it's  place  we  offer  one  low  sticker  price,  so  you  can  make  easier  comparisons 
to  the  competition.  And  judge  value  for  yourself 

Whether  you're  buying  or  leasing,  come  see  the  more  than  70  different  Value  Priced  cars  and  trucll 
available  at  your  nearest  Chevrolet,  CMC  Truck,  Pontiac,  Oldsmobile,  Buick  and  Cadillac  showroom\ 

As  for  the  environment,  we  think  you'll  find  it's  a  very  pleasant 


General  Motor! 


one  in  which  to  shop. 


O/yy.S  iii-iu'ial  Mninn  (  inptinilm  Mwnys  u 


Chevrolet    -CMC    Truck    •  P  o  n  t  i  a  c    -Oldsmobile    -Buick    -  C  a  d  i  I  I  a  c 


Its  the  largest  race  of  its  kind— the  Chemical  Bank  Corporate     in  the  men's,  women's  and/or  coed  divisions. 


]hallenge®.  Now  in  its  nineteenth  year,  this  3.5  mile  race  annual 
y  draws  over  123,000  runners  from  nearly 
1,000  companies  in  cities  around  the  world 

The  Corporate  Challenge  is  open  to 
mployees  of  corporations,  businesses 
nd  financial  institutions.  Teams  can  race 


Many  are  called.  Many  sign  up.  All  have  fun.  The  Corporate 
CHEMICAL  BANK     Challenge.  For  entry  information. 


CORPORATE 
CHALLENGE 
19  9  5 


write  or  fax:  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street, 
16th  Eloor,  New  York,  NY  10017. 
Eax:  (212)  557-3799. 


SCHEDULE    OF  EVENTS 


iMayll 
Mavis 
June  7 
June  15 
June  22 
June  27 


New  York  Cit\'#l 
Albany,  NY  ' 
Frankfurt,  Germany 
Rochester,  NY 
Buffalo,  NY 
Neu'YorkCitv#2 


lunc  2V 
July  12 
July  l« 
July  20 
July  25 


Jersey  City,  NJ 
London,  England 
Stamford,  CT 
Boston,  M\ 
Long  Island,  NT 


lulv  26 
July  27 
August  I 
August ! 
August  •* 


New  York  City  #3 
Morristown,  N^ 
Syracuse,  NY 
Chicago,  IL* 
San  Francisco,  CA' 


August  1 5  Paramus,  NJ 


Scptcmher  TBI3  Mesjco  City 
September  28  Atlanta, 
October  7  Championship 
New  York  Cm 


PRESENTED  BY 

OFFICE  DEPOT. 


AmericanAirlines 


BusinessWeek 


Doral  Hotels  of  l\ew  York 


^Chemical 


Forty-three  offices  in 
seventeen  different  countries 
all  demand  your  attention. 

What  computer  system 
do  you  have? 

As   the   world's   leading   UNIX'   v  e  n  d  o  v . 
we've   h  e  1  p  e  il   provide   solutions  to 
t  li  o  11  s  a  n  d  s   o  f  c  o  in  p  a  n  i  e  s   around   t  li  e  globe. 
1  r  t  11  (■   business   decisions  are  yours. 
I  h  e    (•  o  111  p  u  I  e  r   s  y  s  I  i'  in    s  li  o  u  1  il    h  e   o  u  r  s  , 


HEWLETT^ 
PACKARD 


('  o  ill  p  u  t  e  r    S  y  s  I  e  m 


Uf  Jl^  i  j  H  [ p^ii  vlf-rt-d  todemaik  in  the  United  States  and  othei  rountnes  licensed  exclusively  through  X/Open  Company  Limited-  ©1995  Hewlett-Packard  Company,  CSO9502 


The  number  to  call  starts  with 


900-555- 


When  you  need  help,  one  thing  is  certain.  It  starts  with  900-555,  the  900  exchange  reserved 
exchisively  for  business.  900-555  numbers  are  the  fastest  way  to  get  in  touch  with  Novell,  Lotus, 
Ricoh,  A.M.  Best  Company  and  other  leading  companies  for  direct  access  to  the  business  infor- 
mation and  technical  support  you  need,  whenever  and  wherever  you  need  it.  At  prices  you  can 
trust.  That's  900-555.  It's  all  business  and  it's  only  from  AT&T.  For  companies  using  900-555, 
check  the  list  at  the  right.  Or,  for  a  more  complete  list,  call  1  800  655-1366,  Ext.  600. 

AT&T.  For  the  life  of  your  business." 


AT&T 


tooks 


ERNING  CHINA 

1  Revolution  Through  Reform 

enneth  Lieberthal 
an  •  498pp  •  $30 


EADING  CHINA'S 
ORTUNE  COOKIE 


rhese  are  hard  times  for  China 
watchers.  Some  of  the  most  wide- 
ly accepted  beliefs  about  the 
itry's  political  system  are  being  put 
,he  test.  For  instance,  sinologists 

3  long  told  us  that  the  key  to  Chi- 
future  was  whether  or  not  reform- 
Deng  Xiaoping  would  manage  to  out- 
his  conservative  rival,  Chen  Yun.  In 
il,  Chen  died  at  age  89.  So  Deng 
5.  But  with  the  90-year-old  Deng 
self  on  his  deathbed,  outlasting  Chen 
5n't  seem  to  matter 

much  anymore. 
Kenneth  Lieberthal,  for- 

director  of  the  Uni- 
lity  of  Michigan's  Cen- 
■or  Chinese  Studies  and 
of  America's  most  re- 
;ted  China  experts,  is 
ily  aware  of  the  diffi- 
\f  of  anticipating  what 
happen  in  the  Middle 
^dom.  But  he  isn't 
iking  from  the  task.  As 
jockeying  for  national 
er  breaks  into  the 
1,   Lieberthal's  new 

4  Governing  China,  attempts  to  pre- 
the  direction  the  world's  largest  na- 
will  take  under  whatever  leaders 

rge. 

ieberthal  goes  far  beyond  the  ques- 
of  succession  to  describe  how  the 
lese  state  and  the  Chinese  Commu- 
Party  manage  to  mie  one-quaiter  of 
world's  people.  He  presents  two 
s  of  looking  at  the  system.  One  focus- 
n  the  formal  organizations — the  state 
the  party.  A  second  and  superior 
'oach,  according  to  Lieberthal,  high- 
:s  a  power  network  that  is  "virtually 
iible  on  China's  organization  charts." 
e,  foiTnal  stmctui-es  and  hiei-archies 
n  little,  since  power  derives  from 
»  of  pei-sonality  and  connections.  "The 
)  35  individuals  who. . .  overeee  virtu- 
all  sectors  of  work  and  pohtics  per- 


sonally redefine  the  real  rules  of  the 
game  on  an  ongoing  basis,"  Lieberthal 
writes. 

According  to  this  logic,  government 
and  party  officials  owe  allegiance  less  to 
theu"  nominal  superior's  and  more  to  their 
informal  patrons.  Lieberthal  tells  how 
he  once  got  pennission  fi'om  a  top  official 
of  a  state-owned  store  to  inspect  certain 
documents.  But  that  decision  was  then 
vetoed  by  the  head  of  the  store's  person- 
nel department,  who,  by  virtue  of  his 
place  in  the  infonnal  net- 
work, was  able  to  refuse 
the  order  of  his  "superior" 
With  personality  and 
connections  playing  so  lai'ge 
a  role,  China  has  made  lit- 
tle progi'ess  in  developing  a 
stable  pohtical  system  that 
checks  its  top  leadere'  pow- 
er. "Those  at  the  highest 
levels  of  the  Chinese  sys- 
tem are  above  the  law," 
Lieberthal  wiites.  "Indeed, 
for  the  most  part  what 
they  say  practically  has  the 
force  of  law." 
At  the  same  time,  the  state  itself,  as 
Lieberthal  describes  it,  is  far  less  dictato- 
rial than  many  outsiders  believe.  More 
than  15  years  of  economic  I'efoiTn  have 
severely  weakened  both  the  formal  or- 
ganizations and  the  infonnal  netwoi-k.  As 
a  result,  governing  in  China  today  in- 
volves almost  continuous  negotiations 
among  national,  provincial,  and  local  lead- 
ers. This,  Lieberthal  says,  is  best  de- 
scribed as  "fi"agTnented  authoritarianism." 

This  fragmentation  helps  to  explain 
how  difficult  it  is  for  China's  leaders  to 
address  their  biggest  pr-oblems.  For  in- 
stance, no  consensus  exists  about  the 
next  stage  of  economic  r-eforms.  Centr-al- 
government  leaders  such  as  President 
Jiang  Zemin  have  wanted  to  slow  eco- 
nomic gTowth  to  control  runaway  infla- 
tion. But  others,  including  a  gr-eat  num- 
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It  can  also 
save  employees. 


It  costs  more  to  replace  an  employee  than 
it  does  to  rehabilitate  one.  A  substance 
abuse  program  at  work  may  also  reduce 
accidents  and  insurance  premiums.  Best 
of  all.  it  can  help  vou  keep  those  people 
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Books 


ber  of  poweiful  local  leaders,  say  tY  f 
emy  is  unemplojTTient,  not  mflatior  ; 
that  the  best  way  to  avoid  social  u  t 
is  through  faster  economic  growth 
more  jobs.  A  deadlock  has  left  aii^h 
refoiTns  on  hold. 

Of  coui'se,  pro\Tncial  leaders.  \vi 
ten  have  top  positions  at  local  co 
nies,  also  stand  to  make  a  lot  of  n 
from  faster  growth.  In  weighiiit: 
power  of  these  bosses,  Lieberthal  n 
an  opportunity  to  look  at  how  theii- 
sions  can  be  influenced  by  ordin;u-\- 
nese.  Since  the  government  forbids 
pie  from  organizing,  most  Chinese 
few  opportunities  to  shape  laws  and 
icies  that  come  down  from  on  high, 
once  Beijing  issues  its  orders,  the 
have  to  be  implemented  at  the  local: 
el.  That's  where  citizens  can  have  imc 
influence. 


Beijing's  edicts  are 
carried  out  at  the  loci 

level,  where  citizen 
do  have  some  influen 


Lieberthal  also  doesn't  delve  n 
into  the  gi'owdng  influence  of  China's 
islatures,  such  as  the  National  Peo 
Congi'ess.  While  he  dismisses  the 
as  still  lai'gely  ceremonial,  other  schi 
say  it  is  hardly  the  mbber-stamp  pa 
ment  it  once  was.  For  instance,  one  l 
cial  connected  to  the  State  Councilor 
Cabinet,  in  private  has  complained  bit" 
ly  about  rival  ofScials  from  the  NPC, 
had  the  nerve  to  infonn  him  that  t 
not  the  State  Council,  get  to  wTite 
laws.  And  last  March,  a  record  nun 
of  NPC  delegates  voted  against  Jia 
handpicked  nominees  for  Vice-Premi 

Still,  at  a  time  when  so  much  co 
sion  about  China  exists.  Governing  CI 
provides  valuable  lessons — for  both 
general  pubhc  and  American  poHcjm 
ers.  For  instance,  during  the  fight  ( 
intellectual-property  rights  between 
U.  S.  and  China  a  few  months  agi 
U.  S.  trade  official  said  he  couldn't  uin 
stand  why  Beijing  was  unable  to  enl\ 
its  laws  against  counterfeiting.  Of  cox 
the  central  government  could  get  the 
cals  to  do  what  it  wanted,  the  U.  S.  ( 
cial  said.  After  all,  "it's  a  poKce  sta 
It's  that  sort  of  overstated  \iew  of  ( 
na's  pohtical  system  that  Lieberth 
book  can  help  change. 

BY  BRUCE  EINHC 

Emhorn  is  BUSIXESS  week's  A 
editor. 
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[  STEPHEN  H.  WILPSTROM  

TRANSACTION 
EVOLUTION? 


I as  a  cashier  ever 
scowled  when  you 
tried  to  pay  for  a  $2 
!  Aase  with  a  credit  card? 
'  at  if  you  wanted  to  use 
:  card  to  buy  something 
[  th  a  dime?  Or  maybe  a 
.  ny? 

ou  couldn't  do  it — and  for 
\  iason  more  fundamental 
I  a  surly  sales  clerks, 
nsaction  fees  for  the 
I  k  network  that  handles 
'  lit-card  purchases  would 
1  up  the  retailer's  prof- 
!  and  then  some.  Today, 
I  i  are  a  major  impediment 
I  the  sale  of  information 
I  r  the  Internet,  too.  But 
ap  processing  of  micro- 
isactions — such  as  selUng 
opy  of  this  column — 
Id  revolutionize  the 
!  of  information. 
.Tie  Internet  currently  i 
*ks  best  for  people 
3  want  to  give 
)rmation   away.  V,' 
•  example,  Gener- 
Electric  Plastics 
kes   thousands  of 
,es  of  technical  prod- 
information  available  over 
World     Wide  Web 
;p://www.ge.com/gep),  thus 
ing  the  cost  of  printing 
1  mailing  or  faxing  the 
a. 

IE  CHARGES.  But  compa- 
s  selling  data  have  limited 
'ices.  They  can  give  access 
y  to  paid  subscribers, 
ich  inhibits  casual  or  occa- 
nal  buyers.  The  alterna- 
3,  used  by  business  week 
line  on  America  Online,  re- 
i  on  a  service  that  biUs  you 
the  amount  of  time  on- 
e,  then  shares  revenue 
:h  data  providers.  Time 
irges  and  subscription  fees 
on  your  credit  card. 
Internet    commerce  re- 


quires hiding  credit-card 
numbers  from  prying  eyes 
and  building  links  between 
the  wide-open  Net  and  su- 
persecui'e  financial  networks. 
Companies  such  as  Terisa 
Systems  and  First  Virtual 
Holdings  have  solved  the 
problems  to  the  point  where 
sizable  credit-card  transac- 


tions are  becoming  routine  on 
the  Net.  But  the  current 
credit-card  network  is  very 
expensive,  partly  because  it 
needs  huge  capacity  and 
backup  systems  to  ensure 
that  every  transaction  gets 
through  without  delay  or  er- 
ror. "We  have  a  minimum 
transaction  of  31(2,  and  we'd 
have  to  take  nearly  all  of  it," 
says  Nathaniel  Borenstein, 
chief  scientist  for  Fir-st  Viitu- 
al  (http://www.fv.com),  which 
links  the  Internet  to  the 
banking  network. 

The  trick  to  seUing  bits  of 
information  inexpensively  is 


keeping  small  transactions  off 
the  bankcard  system.  Com- 
puter scientists  at  Carnegie 
Mellon  University  in  Pitts- 
burgh, with  funding  from 
Visa  USA  Inc.  and  the  Nation- 
al Science  Foimdation,  have 
developed  a  system  called 
NetBill  (http://www.ini.cmu. 
edu/netbill/).  It  uses  digital 
sigTiatures  to  verily  both  the 
identity  of  buyers  and  the  de- 
livery of  information.  The 
cost  can  then  either  be  de- 
bited from  a  prepaid  NetBill 
account  or  accumulated  with 
other  transactions  and  sent 
to  the  bankcard  network. 

Either  way,  the  absence  of 
a  live  connection  to  the  bank- 
card  network  drastically 
lowers  costs.  NetBill 
Co-director  Mai-vin  Sir- 
bu  hopes  to  get  the  pro- 
cessing cost  down  to  1(2  or 
2(2  per  transaction:  "We 
want  to  be  able  to  sell  a 
page  for  a  dime,  so  that  it 
costs  as  little  to  get  it  off 
the  Net  as  it  does  to  walk  to 
the  libraiy  and  make  a  copy 
of  a  journal."  This  fall, 
NetBill  will  premiere  as 
part  of  an  NSF-sponsored 
effort  to  make  the  con- 
tents of  major  research 
libraries  available  on 
the  Net. 

MONOLITHS.  The  ability  to 
make  micropurchases 
could  revolutionize  the 
distribution  of  infoiTna- 
tion.  Sirbu  compares 
the  cuiTent  situation  to 
retailing  in  the  1960s,  be- 
fore bankcards  hit  the  scene. 
Depaitment  stores  dominated 
the  marketplace,  partly  be- 
cause only  they  had  the 
wherewithal  to  let  you  charge 
pm-chases.  Visa  and  Master- 
Card made  it  possible  for  any 
merchant  to  offer  credit,  and 
the  retail  monoliths  faded. 

Services  such  as  America 
OnUne  and  CompuServe  are 
the  online  department  stores. 
But  as  NetBill  and  othei-s  be- 
come available,  how  small  can 
transactions  get?  "Nobody 
has  built  a  penny-a-joke  busi- 
ness yet,"  says  First  Virtu- 
al's  Borenstein.  But  someone 
probably  will. 


BULLETIN  BOARD 


ONLINE  SERVICES 
CARE  FOR  A  SAMPLER? 

Want  to  join  the  online  world 
but  don't  know  which  of  its 
options  to  choose?  Online  Dis- 
covery from  Global  Village 
Communication  (800  329- 
9675)  may  help.  The  $49  cd- 
ROM  packs  a  solid  communi- 


cations and  fax  program.  It 
also  includes  software  and 
free  trial  subscriptions  to 
CompuServe,  America  Online, 
Prodigy,  GEnie,  Reuters  Money 
Network,  and  Netcom,  for  an 
Internet  hookup.  It  has  a  sin- 
gle control  panel  with  speed- 
dial  buttons  for  online  servic- 
es and  a  long  list  of  computer 
bulletin  boards.  It  also  lets 
you  program  buttons  yourself. 

SOFTWARE 
CHECK  ON  YOUR  BANK 

With  interest  rates  bobbing 
about  from  day  to  day,  how  do 
you  know  your  bank  is  charg- 
ing the  right  amount  on  your 
business  or  personal  variable- 
rate  loans?  LoanWatch,  a 
$149  program  from  Compu- 
Share  Inc.  (800  928-2456), 
monitors  the  credit  markets  to 
recalculate  payments.  It  has  a 
historical  database  of  rates 
and  allows  you  to  enter  rate 
forecasts  for  "what  if"  calcu- 
lations. You  can  enter  your 
own  updates  or  let  Compu- 
Share  provide  them  at  yearly 
fees  of  $49  for  annual  up- 
dates, $99  for  quarterly,  and 
$149  for  monthly. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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pconomic  Viewpoint 


BY  RUDI  DORNBUSCH 


THE  INFLATION  BEAST  IS  ASLEEP 
-NOT  SLAIN 


ANXIETY: 

Bond  markets, 
once  skittish, 
are  now 
overconfident. 
But  inflation 
could  return  at 
any  moment. 
Would  the  Fed 
hang  tough? 


Rudi  Dornbusch  v-,  professor  of 
economics  and  management  at  ttie 
Massactiusetts  Institute  of  Technology 


Bond  markets  around  the  world,  with 
Germany  and  the  U.  S.  in  the  lead, 
are  celebrating  the  end  of  inflation. 
The  immediate  cause  is  the  long-awaited  slow- 
down of  the  U.S.  economy.  Markets  had 
bought  into  the  dogma  that  the  Federal  Re- 
serve Board  never  has  the  foresight  and  re- 
solve to  act  in  time  and  stop  inflation  before  it 
gathei's  momentum.  They  also  had  long  be- 
lieved that  once  the  economy  reached  full 
employment,  inflation  would  be  just  around 
the  corner.  For  the  time  being,  the  markets 
have  been  proven  wrong  on  both  counts.  The 
Fed  has  engineered  a  soft  landing,  and  infla- 
tion, far  from  being  around  the  comer,  seems 
well  down  the  road. 

So  much  for  the  good  news.  The  bad  is 
that  inflation  remains  unfinished  business. 
Markets  have  swung  from  excessive  skepti- 
cism to  unreasonable  confidence.  Later  in  the 
year,  they  may  well  be  surprised  by  a  burst 
of  inflation,  especially  if  the  slowdown  in  the 
U.S.  proves  temporaiy  The  conviction  that 
the  recurrent  problem  of  overheating  is  van- 
quished is  premature. 

Forecasts  for  inflation  around  the  world 
show  that  in  evei-y  major  economy,  inflation  is 
beginning  to  climb — however  modestly.  In 
the  U.S.,  according  to  The  Economist's  con- 
sensus forecast,  consimier  prices  will  rise  3.7% 
next  year,  compared  with  3.3%  this  year, 
while  in  Germany,  consumer  prices  will  rise 
2.7%  in  1996,  up  from  2.3%  in  1995.  In  the 
past,  such  small  increases  would  have  been 
shrugged  off — inflation  starts  in  earnest  at 
5%  or  6%'.  Today,  they  should  prod  monetaiy 
authorities  to  respond  or  risk  undermining 
the  newfound  confidence  in  moderate  infla- 
tion. Central  bankers  must  be  even  more 
watchful  if  output  remains  strong  enough  to 
prevent  slack  from  developing  in  the  economy. 
Othei^wise,  credibility  will  suffer,  and  a  much 
more  dramatic  fight  will  have  to  be  staged 
down  the  road. 

HONEYMOON'S  OVER.  In  some  countries,  such 
as  Canada  and  Britain,  the  honeymoon  of  dis- 
inflation is  over,  though  unemployment  re- 
mains high.  This  vrill  soon  be  tnae  in  Ger- 
many. The  inflation  reduction  of  the  past  few 
years  has  been  impressive,  but  recent  wage 
settlements  have  been  uncomfortably  large. 
Although  a  strong  mark  is  containing  inflation 
for  now,  the  respite  is  temporai-y.  Later  in  the 
year,  German  rates  vrill  have  to  rise,  and  that 
Mall  force  rates  up  throughout  Europe.  The 


Bundesbank  was  right  in  recent  years  to 
a  stand  on  inflation  and  drive  it  back  do\ 
But  the  task  is  incomplete,  and  a  return 
that  vigilance  is  only  a  question  of  time 

For  the  past  decade,  inflation  has  av 
aged  less  than  4%  in  the  U.S. — an  impo 
achievement.  But  that  record  wall  be  teste 
the  year  ahead.  Over  the  past  two  years 
flation  averaged  orJy  2.4%  annually.  This 
it  is  expected  to  rise  to  3.3%,  and  next  ye 
could  rise  to  as  much  as  4%.  Wage  set 
ments  have  been  restrained  by  the  wide- 
deregulated,  competitive  economy.  Yet  p 
ductivity  growth  is  tapering  off,  wage 
straint  vrill  weaken  in  the  face  of  strong  pi 
its,  and  the  large  di'op  in  the  dollar  and  1 
boost  in  commodity  prices  are  putting  in: 
tionaiy  pressures  in  the  pipeline.  It  does  i 
take  much  to  get  from  here  to  4%  inflati 
and  getting  there  will  raise  the  question 
just  what  level  of  price  increases  the  Fed 
prepared  to  accept. 

POLICY  SHIFTS?  Victoiy  over  inflation  is 
won  in  a  single  battle.  It  requires  steady  \ 
ilance  and  repeated  and  uncomfortable 
straint  eveiy  time  the  party  gets  going.  Co 
petition  and  open  mai-kets  dampen  the  cycL 
resurgence  of  inflation,  but  they  most  d 
nitely  do  not  eliminate  it.  We  ai'e  not  in  a  rim 
world  without  inflation;  we  found  that  outi 
1989-90  and  will  likely  learn  the  lesson  agui 
within  a  year 

If  and  when  the  U.S.  economy  rebouia 
late  in  the  year,  higher  interest  rates  wille 
appropriate — even  if  they  risk  bringing  oa 
slowdown  in  the  upcoming  election  year  F'v 
ther,  if  election  politics  usher  in  tax  cuts^o 
fight  the  slack,  the  Fed  would  feel  compeld 
to  offset  the  stimulative  effect  with  still  hi 
er  rates.  The  politics  of  Fed  pohcy  will 
complicated  next  April,  when  Chaiianan  A 
Greenspan's  tenn  of  office  expires.  Will  Pr 
ident  Clinton  reappoint  a  Fed  chairman  v 
would  be  wiUing  to  slow  the  economy  at  si|i. 
a  delicate  time,  or  will  he  shift  Treasury  S 
retary  Robert  E.  Rubin  to  the  Fed,  seek 
to  capitalize  on  Rubin's  semiconsen'ative  c 
dentials  in  order  to  get  an  expansion  go 
without  causing  a  luckus  in  the  bond  mark 

The  past  year  may  have  been  reassur 
on  the  inflation  front.  But  the  real  test 
how  much  the  Fed  has  changed  and  h 
committed  it  is  to  price  stability  will  cr 
over  the  next  year.  With  these  issues  aht 
why  is  the  bond  market  so  complacent? 
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'le  business  day 

nay  never 

!nd/  but  now 

t  can  begin 

Dy  8:30. 


Times  have  changed.  Power  lunch 
are  now  preceded  by  power  break 
fasts.  And  as  you  start  your  business 
day  earher,  you  need  your  important 
packages  earlier,  too.  Which  is  why 
UPS  now  offers  an  alternative  to 
10:30  delivery:  Early  A.M.  service. 
Guaranteed  overnight  delivery  by 
8:30  A.M.'  If  you  like,  we  can  even 
call  the  sender  within  an  hour  of  the 
delivery  to  tell  them  exactly  when 
the  package  arrived  and  who  signed 
for  it.  Early  A.M.  service,  from  the 
only  package  delivery  company  that 
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Economic  Trends 


BY  GENE  KORETZ 

LESS  RED  INK  IN 
THE  U.S.  BUDGET 

April  tax  receipts  made  a  difference 

Not  too  long  ago,  budget  watchers 
were  boosting  their  estimates  of 
fiscal  1995's  deficit  in  the  wake  of  grow- 
ing outlays  for  interest  on  the  national 
debt.  Indeed,  the  Administration's  own 
deficit  projection  in  Febioiary  showed 
a  mere  $10  billion  decline  from  last 
year's  $203  billion  shoitfall. 

Now,  however,  experts  at  Morgan 
Stanley  &  Co.  see  a  significant  improve- 
ment. "We  think  the  deficit  could  come 
in  as  low  as  $165  billion  to  $170  billion,  " 
says  economist  David  J.  Greenlaw. 

The  recent  slippage  in  interest  rates 
has  obviously  contributed  to  the  bright- 
er budget  outlook.  But  more  important, 
says  Greenlaw,  is  an  unexpected  surge 
in  income-tax  receipts  duiing  the  April 
taxpaying  season — a  surge  that  Green- 
law believes  helps  to  explain  the  slump 
in  consumption  early  this  year. 

According  to  the  government's  tally, 
consumers  have  had  to  ante  up  a  much 

A  SURPRISING  SURGE 
IN  TAX  PAYMENTS 
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larger  chunk  of  final  settlements  on  1994 
income-tax  liabilities  than  they  did  in 
former  yeai\s.  In  1994,  for  example,  indi- 
vidual income-tax  payments  from  Apr.  1 
through  May  15  were  up  only  $6.9  bil- 
lion, or  11.7%,  over  1993.  This  year,  such 
receipts  over  the  same  period  soared 
by  more  than  30%,  or  $20.1  billion. 

It's  likely  that  consumer  spending 
was  also,  restrained  by  a  slowdown  in 
the  pace  of  income-tax  refund  disburse- 
ments by  the  government  earlier  this 
year  Because  the  shortfall  relative  to 
year-earlier  trends  never  exceeded  $6 
billion  and  was  entirely  eliminated  by 
mid-April,  however,  Greenlaw  believes 
the  big  increase  in  final  tax  payments 
in  April  is  the  true  culprit  behind  the 


more  recent  sag  in  consumer  demand. 

Why  the  jump  in  tax  liabilities?  Some 
of  it  may  be  due  to  a  rise  in  capital- 
gains  realizations  last  yeai'  by  stock  and 
bond  market  investors,  and  some  may 
reflect  payments  by  the  relatively  few 
taxpayers  who  chose  to  defer  part  of 
their  Habihties  from  the  1993  tax  hike. 
But  a  key  reason,  argues  Greenlaw,  is 
the  delayed  effect  of  the  record  wave  of 
home-mortgage  refinancing  inspired  by 
low  interest  I'ates  in  1992  and  1993. 

Greenlaw  believes  the  refinancing 
boom  significantly  lowered  homeowners' 
mortgage  interest  tax  deductions  for 
1994,  causing  many  to  pony  up  higher  fi- 
nal tax  payments  in  April.  Indeed,  mort- 
gage debt  sei-vice  payments  fell  to  5.7% 
of  disposable  personal  income  last  year 
from  7%  a  few  years  eai'lier. 

Looking  ahead,  Greenlaw  thinks  that 
the  inhibiting  impact  of  the  April  tax  hit 
on  spending  will  soon  dissipate.  By  July, 
he  says,  "personal  consumption  should 
be  posting  healthy  gi'owth  again." 


SPRINGTIME  FOR 
TREASURY  BONDS 

'Tis  the  season  for  falling  yields 

Investors  take  note.  Economist  Lacy 
H.  Hunt  of  HSBC  Holdings  Inc.  ob- 
serves that  the  U.  S.  Ti-easury  bond 
market  has  exhibited  a  distinct  seasonal 
pattern  around  this  time  of  year  for 
more  than  a  decade. 

From  1984  through  1994,  30-year 
Treasury  yields  tended  to  move  higher 
from  the  end  of  March  through  mid- 
May  and  then  to  move  lower  thi'ough 
the  end  of  June.  On  average,  they  rose 
18  basis  points  in  the  first  half  of  the 
second  quarter  and  fell  22  basis  points 
in  the  second  half. 

The  record  is  not  cjuite  perfect.  But 
in  tliree  of  the  four  years  when  yields 
fell  through  mid-May,  they  fell  even 
more  through  June.  And  in  each  of  the 
three  yeai's  when  yields  rose  in  the  sec- 
ond half  of  the  quarter,  they  rose  signif- 
icantly less  than  in  the  first  half. 

Hunt  thinks  the  seasonal  pattem  may 
be  related  to  the  mid-May  refunding  of 
debt  by  the  Ti'easuiy.  Oi'  it  may  reflect 
the  draining  of  liquidity  from  the  mar- 
ket as  taxes  are  paid  in  April  and  then 
the  restoration  of  liquidity  as  the  Treas- 
ury gradually  recirculates  the  funds 
back  into  the  economy.  Whatever  the 
reason,  however,  he  feels  the  seasonal 
pattem  is  another  reason  to  believe  that 
the  bond  market  rally  will  continue 
through  June. 


A  CURRENCY  TILT 
IN  EMERGING  ASI 

The  yen  exerts  upward  pressure 


Market  obsei-vers  are  predicting  t 
most  of  the  Asian  Tigers — He 
Kong,  Singapore,  South  Korea,  and  1 
wan — and  such  Tiger  "cubs"  as  Malaj 
and  Indonesia,  are  likely  to  allow 
currencies  to  rise  against  the  dolL 
coming  months.  The  reason:  the  stn 
yen  is  inflationary  for  their  economii 
Though  the  Tigers  import  a  lot 
Japanese  capital  goods  and  componei 
their  exports  to  Japan  are  relativ 
low  compared  with  theu-  exports  to 
U.  S.  So  they  must  steer  a  mid 
course  between  yen  appreciation 
dollar  depreciation  to  dampen  inflat 
while  maintaining  buoyant  growth. 

The  catalyst  in  this  scenario  is  a 
ing  capital  flow  from  Japan  to  the  i 
of  Asia.  Rather  than  monetize  this  fl 
the  Tigers  ai'e  likely  to  allow  their  c 
rencies  to  drift  higher  while  relying 
productivity  gains  and  higher-value 
ports  to  maintain  competitiveness. 


WHERE  AMERICA^ 
EXPORTS  THRIVEf 

Asian  demand  is  on  a  roll 


The  soaring  yen  may  be  hurting 
Tigers  by  raising  their  produci 
and  debt  sei-vice  costs,  but  it's  clea| 
helping  the  U.  S.,  whose  exports 
emerging  Asia  hit  $92  billion  last  yea 
neai-ly  double  their-  1989  level.  Indeed 
Febi-uaiy  and  March,  the  U.  S.  rai 
trade  surplus  with  the  four  Tig 
(chart)  for  the  first  time  since  1981 
Noting  that  expor'ts  to  Hong  Ko 
Singapore,  South  ■■■■■■■■■■hi 


Korea,  and  Tai- 
wan are  running 
28%  over  1994, 
economist  Joseph 
Quinlan  of  Dean 
Witter  Reynolds 
Inc.  ai'gues  that 
yen  appi*eciation 
is  now  enabling 
American  compa- 
nies to  best  their 
Japanese  competi- 
tors in  these  mar- 
kets. "If  Tiger 
currencies  also 
rise  against  the 
dollar,"  he  says. 


THE  U.S.  TAMES 
THE  TIGERS 
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U.S.  TRADE  BALANCE 
WITH  HONG  KONG, 
"SINGAPORE,  SOUTH' 
KOREA.  AND  TAIWAN  i 
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pr-oducts  will  be  that  much  greater.' 
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KPORTS  ARE  ON  STANDBY 
OR  A  RESCUE  MISSION 


US.  ECONOMY 


FACTORY  ORDERS 
SIMKLIKEAROOK 


Foreign  trade  is  expected  to 
be  the  expansion's  cavalry  this 
*,  galloping  forward  just  in  time  to  rescue  the  econ- 
from  a  fate  worse  than  slower  growth.  You  only 
J  to  look  toward  the  heated  U.  S.-Japan  trade  talks 
rasp  how  important  trade  has  become.  In  fact,  ex- 
s  contributed  more  than  a  quarter  of  the  growth  of 
gross  domestic  product  over  the  past  year, 
iie  worry  is  that  trade  will  end  up  more  Uke  the 
lomy's  Little  Bighorn.  After  all,  depending  on  for- 
economies  that  are  influenced  by  different  cyclical 
)rs  and  monetary  policies  can  be  risky.  Already, 
vth  projections  worldwide  have  been  downgraded 
.use  of  the  problems  in  Japan  and  Mexico,  and  Eu- 
I's  recovery  may  soon  lose  its  bloom. 

Exports  should  be  able  to 
hold  off  those  attacks,  howev- 
  er.  The  weaker  dollar,  in- 

a creased  productivity,  and  fall- 
ing unit  labor  costs  give  U.  S. 
manufacturers  a  big  advan- 
tage over  their  competition. 
And  emerging  nations  in  Lat- 
in America  and  along  the 
Pacific  Rim  will  continue  to 
increase  their  demand  for  cap- 
ital and  consumer  goods, 
y  of  which  will  be  U.  S.-made. 
"  course,  bringing  down  the  U.  S.  trade  deficit  will 
require  slower  import  growth.  Luckily,  imports 
Id  ease  in  response  to  weaker  U.  S.  demand.  Al- 
y,  the  durable-goods  sector  is  losing  steam  (chart), 
the  narrowing  of  the  federal  budget  deficit  contin- 
to  be  a  drag  on  domestic  growth.  Little  wonder, 
,  that  the  Federal  Reserve  did  the  expected  at  its 
23  meeting:  It  left  interest  rates  unchanged. 

N  IF  the  outlook  for  the  rest  of  1995  looks  good, 
rade  picture  hardly  unproved  in  March.  Exports  of 
s  and  services  did  rise  for  the  second  consecutive 
:h,  increasing  5%,  to  a  record  $65.3  biUion.  But 
•rts  hit  their  own  new  high,  rising  4.3%,  to  $74.5 
n.  As  a  result,  the  trade  deficit  stood  at  $9.1  billion, 
t  the  same  as  February's  $9.2  bilHon. 
le  March  numbers  indicate  that  the  gdp  net-export 
e  won't  change  much  when  the  Commerce  Dept. 
,ses  its  first  revision  to  gdp  on  May  31.  The  wider 
;  deficit  subtracted  almost  a  percentage  point  fi'om 
Dmic  growth  last  quarter. 

a  result,  trade  did  not  offset  what  will  hkely  be 
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an  upward  revision  to  first-quarter  inventory  growth, 
which  was  already  the  fastest  pace  in  10!^  years.  Fast- 
er stockpiling  suggests  that  real  gdp  grew  at  an  annu- 
al rate  of  more  than  3%  last  quarter,  up  from  the  2.8% 
pace  first  reported. 

A  BEHER-LOOKING  first  quarter  is  likely  to  come  at 
the  expense  of  the  second,  though.  That's  because  retail- 
ers especially  will  have  to  wrestle  their  excessive  inven- 
tories into  better  alignment  with  sales.  That  means 
fewer  purchases  of  new  merchandise.  Already,  orders 
for  durable  goods  have  been  reduced  to  a  trickle  at 
U.  S.  factories,  and  fewer  imports  will  be  coming  in. 

New  orders  plunged  4%  in  April,  the  largest  month- 
ly decline  in  3^  years.  Although  the  drop  was  broad, 
the  transportation  sector  accounted  for  about  half  of  the 
fall,  explaining  the  auto  industry's  steep  second-quarter 
production  cutbacks.  Orders  for  nondefense  capital 
goods  also  dove,  indicating  that  business  outlays  for 
equipment,  while  still  healthy,  wiU  not  maintain  their  ro- 
bust 1994  pace. 

To  avoid  massive  production  cuts  and  layoffs,  U.  S. 
businesses  wiU  have  to  depend  on  foreign  customers  to 
keep  assembly  lines  humming.  That's  why  the  latest 
economic  forecast  done  by  the  Organization  for  Eco- 
nomic Cooperation  &  Development  raises  some  doubts 
about  the  trade  picture.  The  oecd  forecasts  that  the 
25  major  economies  will  grow  by  an  average  of  2.7% 
this  year.  That's  down  from  the  3%  growth  rate  pro- 
jected by  the  OECD  back  in  December. 

The  two  biggest  factors  in 
the  downward  revision  were 
the  questionable  recovery  in 
Japan  and  the  financial  crisis 
in  Mexico.  Those  two  coun- 
tries are  America's  two 
biggest  trading  partners  after 
Canada.  But  the  U.  S.  trade 
deficit  with  Japan  is  the  chief 
problem:  In  the  past  year,  the 
monthly  trade  gap  with  Japan 
has  averaged  $5.5  billion,  com- 
pared with  the  $7.9  billion  deficit  with  all  other  coun- 
tries combined  (chart). 

Even  so,  U.  S.  exporters  will  still  carry  the  day,  be- 
cause 44%  of  their  goods  go  to  countries  outside  of 
Canada,  Europe,  and  Japan.  Most  of  these  nations  will 
grow  faster  than  their  more  developed  cousins.  And  be- 
cause the  dollar  has  fallen  against  the  yen  and  mark, 
U.  S.  businesses  in  these  markets  have  a  price  advan- 
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tage  over  their  Japanese  and  German  competitors. 

True,  many  emerging  nations  link  their  currencies  to 
the  dollar;  so  U.  S.  companies  cannot  directly  cut  prices 
when  they  export  to  these  countries.  However,  they 
have  a  price  edge  over  the  Japanese  and  Germans, 
who  must  choose  between  raising  prices  or  losing  prof- 
its because  of  theii-  stronger  cmrencies.  Increased  sales 
to  emerging  markets  is  a  key  reason  why  export 
growth  will  continue  to  strengthen. 

How  important  will  exports  be  in  the  second  half?  If 
exports  fail  to  sizzle,  GDP  gi-owth  could  fall  closer  to  1% 
than  3%.  That  means  higher  unemployment  and  rising 
odds  that  the  Federal  Reserve's  next  move  will  be  to 
cut  short-teiTO  interest  rates. 

Foreign  workers  will  also  be  hurt.  First-quarter  im- 
ports captured  a  record  27.4%  of  U.  S.  demand  for 
nonoil  goods  (chart).  That  means  overseas  manufac- 
turers will  take  a  hit  from  the  U.  S.  slowdown  and  in- 
ventory realignment.  But  weaker  imports  will  improve 
the  trade  gap  by  a  fair  amount  by  yearend. 

A  CONTRIBUTOR  to  the  trade  troubles  has  been  Amer- 
ica's toweling  public  deficit.  The  red  ink  of  fedei'al,  state, 
and  local  governments,  coupled  with  weak  savings,  has 
hiked  the  need  for  foreign  funds  to  finance  U.  S.  invest- 
ment. That's  why  GOP  efforts  to  balance  Washington's  fi- 
nances may  someday  turn  the  tide  on  the  trade  deficit. 
If  the  public  posturing  and  behind-the-scenes  lob- 
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bying  are  any  indications,  though,  that  process  w( 
happen  overnight.  What  will  help  this  year,  at  least 
the  prospect  that  the  deficit  in  fiscal  1995  is  on  tracl 
shrink  to  its  smallest  total  in  six  years 

The  Treasury.  Dept.  report- 
ed a  smplus  of  $49.7  billion  in 
April,  the  largest  monthly  sur- 
plus on  record,  as  personal  tax 
receipts  rose  27.3%  from  a 
year  ago.  The  calendar  played 
a  part  in  the  windfall:  Because 
Apr.  1  fell  on  a  Saturday,  enti- 
tlement checks  were  mailed  in 
late  March,  adding  to  that 
month's  red  ink. 

For  the  first  seven  months 
of  fiscal  1995,  which  ends  Sept.  30,  the  deficit  to' 
$94.3  billion,  half  of  its  total  in  the  same  period 
1992.  That  suggests  that  the  budget  gap  could 
the  year  at  less  than  $165  billion — the  thinnest  trai 
red  ink  since  1989. 

Of  course,  a  shrinking  deficit  takes  stimulus  oul 
the  economy.  Witness  the  defense  cuts.  Add  in  wea 
consumer  spending  and  some  slowing  in  business 
vestment,  and  these  sectors  tally  up  to  weaker  grov 
That's  why  in  the  coming  months,  foreign — not  don 
tic — demand  will  need  to  play  a  big  role  in  keeping 
economy  on  the  beam  for  a  soft  landing. 
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HOW  LONG  BEFORE  RATES  HAVE  TO  RISE? 


Is  Britain's  economy  slowing  to 
a  noninflationaiy  pace,  or  isn't 
it?  Chancellor  of  the  Exchequer 
Kenneth  Clarke  says  yes.  Bank  of 
England  Governor  Eddie  George 
says  no.  And  the  six  "wise  men" 
aren't  sure. 

Score  Round  1  to 
the  Chancellor.  In  the 
face  of  confusing  data, 
Clarke  is  believed  to 
have  rejected  George's 
May  5  request  for  a 
rate  hike  that  would 
have  lifted  base  rates 
for  the  fourth  time 
since  September  from 
6.75%  cuirently.  That 
came  despite  a  still  soHd  advance 
in  first-quarter  gi'oss  domestic 
product  and  a  plunge  in  the  Brit- 
ish pound.  Clarke's  veto,  coming 
just  after  the  Conservative  Par- 
ty's local-election  trouncing,  seri- 


BRITISH  INFLATION: 
TAME,  BUT  RISING 
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ously  undeiTnined  his  credibility 
with  the  financial  markets  as  an 
inflation  fighter. 

However,  sterling  has  since  re- 
bounded, and  on  May  24,  first- 
quarter  GDP  gi'owth  was  revised 
down.  The  details 
suggest  that  Britain 
is  r'eally  two  econo- 
mies now:  one  driven 
by  strong  exports  and 
one  suffering  from 
weak  domestic  de- 
mand. The  downward 
revision  gives  Clarke 
the  ammo  to  resist 
another  plea  from 
George  at  the  June  7 
policy  meeting. 

However,  with  price  pressures 
building,  Clarke  may  not  be  able 
to  resist  for  long.  While  headline 
retail  inflation  slowed  to  3.3%  in 
April  as  the  impact  of  new  taxes 


faded,  core  inflation,  minus  taxes 
and  mortgage  costs,  has  risen  to 
2.1%,  nearly  a  percentage  point 
above  its  low  point  last  July 
(chart).  Core  producer  inflation 
has  picked  up  even  more,  and  d( 
spite  the  gdp  revision,  growth  n 
mains  above  its  noninflationary 
trend  of  about  2.5%. 

The  central  bank's  May  inflatii 
report  argued  that,  without  liigh 
er  rates,  the  government  will  no 
be  able  to  meet  its  inflation  tar- 
get: 2.5%  for  the  core  retail  pricj 
index  by  early  1997.  And  on  Ma; 
23,  three  of  the  six  wise  men,  th 
government's  independent  eco- 
nomic advisers,  said  higher  ratei 
would  be  needed  just  to  keep  in 
flation  below  4%.  Clarke's  dilem- 
ma: Raising  rates  could  send  thi 
weaker  Britain  into  recession, 
while  no  action  could  fuel  inflatii 
in  the  other  Britain. 
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brty-one  firefighters  couldn't  put  it  out. 


Baked.  Drenched.  Tested  to  the 
extreme.  A  Motorola  cellular  phone 
stands  tough  in  the  face  of  torture. 
Just  ask  Danielle  Behe,  whose 
phone  came  back  from  the  ashes 
of  a  three-alarm  fire.  Motorola. 
The  besl-sellmg,  most  preferred 
cellular  phones  in  the  world. 


mal  rctlecls  acluai  cvtnls.  1-800-331-6456  (ft)  and  Molorola  are  trademarks  of  Moiorola,  Inc  ©1994  MoIorola.Inc 
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Did  Commerce 
dole  out  trade- 
mission  seats  based 
on  political  pull? 

When  Texas  executive  E.  Glenn 
Biggs  sought  a  seat  on  Com- 
merce Secretary  Ronald  H. 
Brown's  trade  mission  to  Latin 
Ameiica  last  June,  he  got  a  little  help 
from  his  fiiends.  James  H.  Fall  III,  a 
Ti-easuiy  official,  \mt  in  a  good  word  for 
Biggs,  then  chitirman  of  Texas  tgv  Coip. 
and  a  dii-ector  of  Diamond  Shamrock  Inc. 
In  a  May  81,  1994,  memo  to  Commerce, 
Fall  noted  that  Treasury  Secretaiy  Lloyd 
M.  Bentsen  "would  be  greatly  apprecia- 
tive of  any  assistance  you  could  offer." 

Fall  wasn't  Biggs's  only  well-placed 
connection.  A  few  days  eai-lier,  Wasliing- 
ton  lobbyist  Ronald  L.  Piatt,  a  major 


Democratic  donor  and  fonner  Senate  aide 
to  Bentsen,  had  weighed  in  with  a  letter 
to  Brown  backing  Biggs.  In  the  end. 
Biggs  got  one  of  the  hottest  tickets  in 
CEO-land,  a  seat  on  the  Ron  Browai  Ex- 
j)ress.  Did  Bentsen  get  Biggs  on  board? 
"I'm  .siu-e  it  didn't  hiut,"  says  a  Diamond 
Shamrock  spokeswoman,  who  adds  that 
the  tnp  led  to  a  tax  niling  in  Argentina 
that  saved  the  company  $20  million  to 
.$80  million.  Biggs  couldn't  be  reached. 
UNDER  FIRE.  How  imjjoitant  is  political 
pull  to  landing  a  seat  on  Ron  Browm's 
frequent  trade  trips  abroad?  Commerce 
Dept.  documents  recently  ordered  re- 
leased by  a  federal  judge  after  a  suit  by 
a  consei-vative  watchdog  gTouj)  show  that 
it  ceitainly  doesn't  hurt.  The  more  than 
80,000  Images  suggest  that  influence  has 
been  an  imjjoitant  factor  for  CKOs  looking 
to  seal  megadeals  overseas  with  BrowTi's 
help.  Donations  to  the  Democratic  Parly 
didn't  hull,  either:  A  business  week  re- 
view of  Federal  Election  Commission 
records  shows  that  15  of  24  executives 
who  went  with  Brown  to  China,  for  in- 
stance, gave  to  the  Democrats,  either  on 


their  own  or  through  their  compani( 
On  a  trip  to  Latin  America,  11  of  ^ 
CEOs  were  donors.  tj, 

It's  hardly  news  that  connections  ?  j, 
eveiytliing  in  Wasliington.  But  the  doc 
ments  could  prove  damaging  by  raisi  ^'jj 
C[uestions  about  whether  Br-own's  me  ujj, 
ods  were  fair  and  whether  Preside  ijj, 
Clinton  kept  his  promise  to  keep  p(  j^,,. 
tics  out  of  such  initiatives.  Brown,  moi  t,j, 
over,  ah-eady  is  under  fii'e.  An  indepf!- 
dent  counsel  will  probe  whether  !• 
personal  financial  dealings  while  a  Ca- 
net  officer  violated  criminal  laws.  T- 
issue  may  also  lend  (JOP  House  memb(- 
firepower  in  their  efforts  to  dismair 
the  Commer'ce  Dept. — a  move  that  h 
gained  support  among  the  business  co- 
munity  despite  Brown's  success  ov 
seas,  according  to  a  recent  busini^ 
WEEK/Hanis  Executive  Poll  (page  34* 

Executive  support  for  doing  away  v.^ 
Commerce  is  suiprising:  Brown's  trd 
junkets  have  been  immensely  success  • 
Accoi'ding  to  the  Commerce  De\. 
Brown  has  led  9  trade  missions  for  ) 
CEOS,  resulting  in  $25  billion  in  immedi' 
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Connections, 
Connections 

Some  executives  whose  Democratic  ties 
helped  them  secure  seats  on  Ron  Brown's 
trade  missions: 


JOHN  ALLEN  CEO  of  Allen  &  Associates 
International,  got  Democratic  Senators 
John  Breaux  of  Louisiana  and  Ernest 
Hollings  of  South  Carolina  to  put  in  a 
good  word  for  him.  He  went  to  Russia. 

E.  GLENN  BIGGS  chairman  of  Texas 
TGV  Corp.,  went  to  Latin  America.  Back- 
ing his  trip:  James  Fall,  an  aide  to  then- 
Treasury  Secretary  Lloyd  Bentsen,  and 
Democratic  donor  Ronald  Piatt. 

LYNN  FORESTER  CEO  of  f  PI  Commu- 
nications international,  went  to  Latin 
America  after  Representative  Edward 
Markey  (D-Mass.)  and  Senator  Daniel  P. 
Moynihan  (D-N.Y.)  wrote  letters  for  her. 

WILLIAM  GINSBERG  CEO  of  Cellular 
Communications  International,  went  to 
India  after  Philip  Verveer,  a  college 
classmate  of  President  Clinton,  wrote  a 
note  on  his  behalf. 

JAMES  HARMON  CEO  of  Wert'heim 
Schroder,  went  to  China  after  Tony  Coel- 
ho,  a  Wertheim  managing  director  who 
was  also  a  top  political  adviser  to  Clin- 
ton, drafted  a  letter  on  his  behalf. 


s  for  U.  S.  business  and  an  additional 
billion  in  follow-up  contracts.  Com- 
ce  insists  it  assigned  seats  based  on 
line  need  for  a  government  boost  in 
ng  deals. 

he  idea  that  politics  played  a  role  is 
iculous,  unfounded,  false,"  says  a 
:esman.  Adds  Melissa  A.  Moss,  a 
imerce  aide  who  oversees  the  ceo 
•tions:  "We  have  a  pretty  dam  rigor- 
process  in  place,  and  there  ai-e  no  ex- 
ions.  Every  company  has  legitimate 
5  they're  working  on."  Also,  many 
ected  executives  were  timied  down. 

White  House,  for  instance,  unsuc- 
ully  lobbied  to  get  Gerald  McGowan, 
nton  supporter  and  a  boai-d  member 
le  Cellular  Telecommunications  In- 
[•y  Assn.,  a  spot  on  a  trade  mission. 

McGowan:  "It  didn't  work  for  me." 
ill,  critics  note  that  Commerce  offi- 

are  no  strangers  to  the  world  of 
ical  fund-raising.  Bi'own  is  former 
'man  of  the  Democratic  National 
mittee  and  Moss  is  a  former  dnc  fi- 
e  director.  "This  is  what  you  get 
1  you  put  fund-raisers  and  political 


DATA:  COMMERCE  DEPT.  DOCUMENTS 

operatives  into  the  I'ealm  of  making  pol- 
icy decisions,"  say  Joshua  Goldstein  of 
the  Center  for  Responsive  Politics,  a 
nonpartisan  gi'oup  focusing  on  money  in 
politics.  Judicial  Watch,  the  conservative 
legal  gi'oup  that  forced  the  release  of  the 
documents,  contends  that  favoritism  bad- 
ly tainted  Commerce's  selections.  "The 
role  of  government  is  to  provide  equal 
opportunity,  not  special  treatment,"  says 
ChaiiTnan  Lany  Klayman. 

The  problem:  Unlike  the  federal  pro- 
cui'ement  process,  where  standards  are 
published  and  contractors  bid  competi- 
tively, the  Commerce  method  of  selec- 
tion has  been  slu'ouded  in  mysteiy.  Even 
some  executives  believe  that  political  con- 
nections may  have  played  a  I'ole  in  then- 
selection.  John  Allen,  CEO  of  Allen  &  As- 
sociates International,  an  intermediary 
for  U.S.  generic-drag  companies  doing- 
business  in  fomei'  Soviet  republics,  ac- 
companied Brown  to  Russia.  Alien,  a  Re- 
publican, says  he  had  been  on  an  early 
list  and  then  asked  Democratic  Senator's 
Jolm  B.  Breaux  of  Louisiana  and  Ernest 
F.  Hollings  of  South  Carolina  to  "give 


me  credibility,"  to  win  a  spot.  He  says:  "I 
would  like  to  think  [theii-  letters]  helped, 
but  our  own  success  should  have  given 
us  enough  momentum  to  get  us  selected." 

Another  well-connected  ceo  was 
James  A.  Hannon  of  Wertheim  Schi'oder 
&  Co.  Former  House  Democratic  Whip 
Tony  Coelho,  a  managing  director  of  the 
company,  sent  Moss  a  letter  on  July  14 
recommending  Hannon  for  a  spot  on  a 
trip  to  China  last  summer.  "Your  help 
on  tills,  means  a  great  deal  to  me  pereon- 
ally,"  he  wrote.  Coelho  was  a  top  political 
adviser  to  Clinton  at  the  time.  Hannon 
says  he  didn't  know  until  recently  that 
Coelho  wi'ote  on  his  behalf 

Others  rehed  on  Friends  of  Bill,  such 
as  Philip  L.  Verveer,  who  attended 
Georgetown  University  with  Clinton. 
Verveer  wrote  to  Commerce  aides  to 
boost  the  chances  that  William  B.  Gins- 
berg, ceo  of  Cellular  Communications 
International  Inc.,  would  go  to  India  a 
few  months  ago.  In  his  Sept.  29  letter, 
Vei-veer,  whose  wife  is  an  aide  to  Hillaiy 
Rodham  Clinton,  noted  that  Ginsberg 
was  a  "very  generous  donor"  to  the 
Democratic  Party. 

"ANOTHER  FACTOR."  Ginsberg  says  he 
was  a  logical  candidate  because  his  com- 
pany held  a  50%  interest  in  an  Indian  cel- 
lular hcense.  But  he  adds  that  Vet-veer's 
letter  was  "Phil's  way  of  saying,  'This 
person  is  eminently  qualified,  but  here's 
another  factor  to  take  into  considera- 
tion.'" Says  Verveer:  "I  would  like  to 
think  that  if  a  lot  of  people  are  equiva- 
lently  qualified,  if  someone  is  a  ftiend, 
they  should  consider  that.  That's  tradi- 
tional in  this  town." 

Commerce  documents  also  show  that 
Sanford  R.  Robertson,  president  of  Rob- 
ertson, Stephens  &  Co.,  a  San  Francisco 
investment  banking  firm,  was  added  to 
the  Cliina  guest  ILst  at  the  last  minute. 
Robertson  was  an  early  Silicon  Valley 
supporter  of  Clinton,  who  held  fund-rais- 
ei-s  at  his  San  Fr-ancisco  home.  Robertson 
says  it  was  his  business  ventures,  not 
his  political  connections,  that  won  him  a 
seat.  His  company  was  closing  a  joint- 
ventui'e  deal  with  a  Chinese  secmities 
fii-m.  He  says  he  "got  a  lot  of  tilings  go- 
ing for  several  cHents." 

Brown's  Republican  foes  claim  this 
pattern  confirms  that  the  Commerce 
cliief,  in  the  name  of  flogging  U.S.  ex- 
ports, put  the  government  up  for  sale. 
The  truth  is  murkier:  Supersalesman 
Brown  mixed  business  and  politics.  Now 
he  and  the  Clinton  Administration  will 
have  to  deal  with  the  fallout. 
By  Susan  B.  Garland  and  Douglas  Har- 
brecht  in  Washington,  with  Gary  McWil- 
liams  in  Houston,  Joan  O'C.  Hamilton 
in  San  Francisco,  and  bureau  repoiis 
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BUSINESS  WEEK /HARRIS  EXECUTIVE  POLL 


A  BALANCED  BUDGET  OR  BUST 


American  business  has  spoken:  Balance  the 
federal  budget,  even  if  it  means  giving  up 
corporate  subsidies.  That's  the  message  in  a 
new  BUSINESS  WEEK/Harris  Executive  Poll  of 
408  senior  executives.  A  decisive  57%  of  corpo- 
rate leaders  said  balancing  the  budget  was  a 
"top  priority"  that  will  only  happen  by  setting  a 
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strict  deadline.  Only  23%  felt  such  a  step  might 
harm  the  economy. 

Given  a  choice  between  balancing  the  govern-;! 
ment's  books  or  slashing  taxes,  79%  of  executives  j 
opted  for  budget  balance.  Yet  few  thought  it  would] 
actually  happen:  Asked  if  Uncle  Sam's  ledgers] 
would  be  balanced  by  2002,  86%  said  no. 


FULL  STEAM  AHEAD 

Republicans  and  Democrats  are  arguing  over  how  to  balance 
the  federal  budget.  Which  of  the  following  statements  comes 
closest  to  your  point  of  view? 

a.  Balancing  the  budget  is  a  top  priority  that  will  only 
happen  by  setting  a  strict  deadline  57% 

b.  Balancing  the  budget  is  a  worthwhile  goal,  but  drastic  cuts 
in  federal  spending  could  jeopardize  the  economy  23% 

c.  The  most  important  goal  should  not  be  balancing  the  bud- 
get, but  rather  setting  different  spending  priorities  . . .  20% 

d.  Not  sure/don't  know  0% 

SAYING  YES  TO  SACRIFICE 

Some  Republicans  say  that  the  drive  to  balance  the  budget 
by  2002  will  require  most,  if  not  all,  business  subsidies  to  be 
eliminated.  Considering  your  specific  industry,  are  you  will- 
ing to  forgo  special  tax  incentives  or  spending  programs  for 
the  sake  of  budgetary  discipline,  or  not?* 

a.  Willmg  to  forgo  tax  mcentives  57% 

b.  Willing  to  forgo  spending  programs  56% 

c.  Not  willing  to  forgo  anything  10% 

d.  Depends  on  the  circumstances  7% 

e.  Not  sure/don't  know  6% 

NO  SACRED  COWS 

I'm  going  to  read  you  a  list  of  business  subsidies  or  incen- 
tives that  might  be  eliminated  in  order  to  balance  the  bud- 
get. Should  each  of  the  following  be  eliminated  or  not  in  or- 
der to  help  balance  the  federal  budget? 


SHOULD 

1.  Farm  subsidies  83%. 

2.  Incentives  for  energy  development 

and  efficiency  68%. 

3.  Federal  loan  guarantees  65%. 

4.  Export-promotion  programs  59%. 

5.  Research  and  development  support 

for  emerging  high-tech  industries  . .  51%. 

6.  Small-business  grants  and  loans. ..  .49%. 


SHOULD 
NOT 

13% 


NOT  SURE/ 
DON'T  KNOW 
,4% 


.  27%  . 

.  29% , 
.  34%. 

.  45% , 
.  47% . 


.  5% 
.6% 
.7% 

.4% 
.4% 


AXING  AGENCIES 

Supporters  of  a  balanced  budget  are  proposing  to  eliminate 
some  federal  agencies.  Do  you  favor  or  oppose  eliminating: 

NOT  SURE/ 

FAVOR        OPPOSE      DON'T  KNOW 

1 .  Energy  Dept  71%  ... .  24%  5% 

2.  Housing  &  Urban 

Development  Dept  69%  ....  27%  4% 


NOT  SURE/ 

FAVOR        OP?OSE  DONTKNOW 

3.  Commerce  Dept  63%  ....  33%  4% 

4.  Education  Dept  52%  ....  46%  2% 

READ  OUR  LIPS 

Separately,  GOP  spending  proposals  would  balance  the  bud- 
get by  relying  exclusively  on  spending  reductions.  As  a  last 
resort,  would  you  favor  or  oppose  modest  tax  increases  to 
help  balance  the  budget  by  2002? 

a.  Favor  modest  tax  increases  39% 

b.  Oppose  modest  tax  mcreases  57% 

c.  Not  sure/don't  know  4% 


TOP  OF  THE  AGENDA 

Which  of  these  issues  is  THE  most  important  to  American 
business? 

1 .  Balancing  the  federal  budget  31% 

2.  Improving  the  U.S.  educational  system  28% 

3.  Helping  to  make  U.S.  companies  more 

competitive  globally  17% 

4.  Cutting  taxes  9% 

5.  Fighting  crime  and  drugs  6% 

6.  Reforming  the  welfare  system  5% 

7.  Providing  guaranteed  health  care  for  all  Americans  1% 

8.  Reforming  campaign  finance  laws  0% 

9.  Not  sure/don't  know  3% 


P 

5] 


NO  TIME  FOR  TAX  CUTS 

Which  do  you  think  is  more  important — balancing  the  feder- 
al budget  or  cutting  taxes  for  business  and  individuals? 

a.  Balancing  the  federal  budget  79% 

b.  Cutting  taxes  for  business  and  individuals  19% 

c.  Not  sure/don't  know  2% 


YEOFLinLEFAITH  j 

All  in  all,  do  you  think  the  federal  budget  will  be  balanced  by 

2002  or  not? 

a.  Will  be  balanced  11% 

b.  Will  not  be  balanced  86% 

c.  Not  sure/don't  know  3% 

Edited  by  Michele  Galen 

Sun/ey  of  408  senior  executives  at  corporations  drawn  from  the  busi- 
ness WEEK  1000.  Interviews  were  conducted  May  19-23,  1995,  for 
BUSINESS  WEEK  by  Louis  Harris  &  Associates.  Results  should  be  ac- 
curate to  within  4.9  percentage  points. 


*  Respondents  could  pick  more  than  one  answer 
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NO'S  AFRAID  OF  THE 

ORLD  TRADE  ORGANIZATION? 

e  last  thing  it  wants  to  decide  is  the  U.S.-Japan  brawl 


Ine  thing  hasn't  changed  since  the 
army  of  trade  bureaucrats  in  Gene- 
va switched  the  name  on  the  door 
1  General  Agi'eement  on  Tariffs  & 
ie  to  World  Trade  Organization  in 
jary.  They  still  have  a  tendency  to 
uss  trade  disputes  endlessly,  prefer- 
•  over  a  nice  meal, 
hat's  why  the  protests  of  America 
;ters  that  the  WTO 
run  roughshod  over 
.  trade  law  ai'e  over- 
m.  Indeed,  the  diilA- 
3  secret  about  thr 
global  trade  tribunal 
;at  its  dispute-resolu- 
process  is  deliberate- 
et  up  to  stall  long 
igh  to  get  both  sides 
3gotiate  a  settlement, 
ro  bureaucrats  were 
ng  to  test  that  pro- 
on  something  sim- 
than  the  escalating 
e  tensions  between 
J.  S.  and  Japan — per- 
an  obscure  case 
as  U.  S.  complaints 
Korea's  regulations 
iating  short  shelf- 
for  meat  effectively 
out  American  pro- 
rs.  The  WTO's  goal 
to  build  a  foundation 
se  law  for  more  diffi- 
disputes  and 
)olitical  support  in 
i  capitals. 

stead,  quelle  hor- 
The  fledgling  world 
court  must  make 


end  on  this  one,"  moans  a  wro  official. 

America's  neo-isolationists  are  sali- 
vating. A  Tokyo  victory  would  confirm 
their  suspicions  that  the  WTO  is  an  all- 
poweiful  global  court  poised  to  impose 
one-world  government  on  the  U.  S.  "If 
Japan  wdns,  it  makes  it  cleai"  we  ceded  a 
major  part  of  our  sovereignty,"  says 
economist   and   WTO   opponent  Pat 


STANDOFF  IN  GENEVA 

The  U.S.  and  Japan  are  starting  cases  against  each  other  with  the 
World  Trade  Organization.  Here's  how  the  process  will  work: 


Step  1 


The  WTO  will  send  the  U.S.  and  Japan  back  to  the  nego 


bolster    _  _  -^_._..tL^.tL^gA^J^.-. 


Step  2 


If  there's  no  resolution  after  about  60  days,  the  WTO  can 
appoint  a  three-person  panel  to  decide  the  case.  The 
panel  has  six  to  nine  months  to  issue  findings. 


Step  3 


The  panel's  report  may  be  appealed  to  another  three-per- 


process  (table).  Even  though  Japan  and 
the  U.S.  broke  off  auto  talks  in  late 
April,  WTO  rales  are  about  to  send  them 
back  to  the  negotiating  room.  That 
means  the  two  governments  likely  will 
have  60  days  to  work  things  out.  If  they 
can't,  a  panel  of  three  trade  experts  will 
hear  the  case.  If  the  panel  finds  in 
Japan's  favor,  the  U.  S.  could  appeal  to 
another  panel  of  bureaucrats.  Along  the 
way,  both  sides  can  keep  talking.  "There 
wiU  be  ample  opportunities  to  settle  this 
out  of  court,"  says  Commerce  Under 
Secretaiy  Jeffi'ey  E.  Garten. 
IN  YOUR  FACE.  Still,  leaving  it  up  to  the 
WTO  entails  risks  for  the  U.  S.,  Japan, 
and  world  trade.  Despite  the  built-in 
mechanisms  for  consultation  in  the  WTO 
jirocess,  the  in-youi-face  rhetoric  of  top 
trade  negotiator  on  both 
sides  already  has  made 
it  tougher  to  craft  a  com- 
promise. And  new  WTO 
Director  Renato  Rug- 
giero,  whose  candidacy 
both  the  U.  S.  and  Japan 
opposed,  may  lack  the 
clout  to  bring  the  two 
sides  together. 

Privately,  U.S.  officials 
admit  their  case  isn't  as 
strong  as  Japan's.  Many 
WTO  members  aren't 
rooting  for  Washington 
anyway.  They  would  love 
to  shut  down  U.  S.  use  of 
unilatei"al  trade  sanctions, 
and  many  see  Japanese- 
style  collusive  practices 
as  "important  tools  in 
their  economic  develop- 
ment arsenal,"  says 
Clyde  V.  Prestowitz  Jr., 
president  of  the  Econom- 
ic Strategy  Institute.  "A 
lot  of  people  will  think  if 
America  can  win  this 
case  against  Japan,  it 
might  come  after  us." 

But  ralings  against  the 
U.  S.  could  hurt  the  wro 


ibut  by  trying  to  re-   ______5?['.P^A^iL^'?^APP_^_^!^_P^"^L^^    far  more.  It  surely  would 


an  intractable  and 
cally  charged  trade 
rel:  The  fight  be- 
a  Tokyo  and  Wash- 


Step  4 


The  loser  of  the  appeal  must  comply  with  WTO  rules  or 
negotiate  compensation  with  the  other  country.  If  the 
parties  can't  agree  on  compensation,  the  complaining  country  may  re- 
taliate with  tariffs. 


provoke  a  protectionist 
backlash,  stepping  up 
pressm-e  on  the  Adminis- 
tration to  withdraw  from 


n  over  auto  parts.    the  WTO  and  underTnining 


D  is  taking  Washing- 
D  the  WTO  for  unilaterally  imposing 
ariffs  on  Japanese  luxmy  cai-s.  The 
in  turn  plans  to  go  to  the  wro  with 
ad  indictment  of  Japanese  practices 
shut  out  the  U.  S.  parts.  The  U.  S. 
would  foi'ce  the  WTO  to  rale  on  so- 
invisible  trade  practices — murky 
5  such  as  cartel-like  dealings  and 
ess-govemment  collusion  for  which 
are  no  clear  international  rules. 
re  been  thrown  into  the  deep 


DATA.  WORLD  TRADE  ORGANIZATION 

Choate.  The  trade  nationahsts  have 
been  egged  on  by  predictions  that 
Washington  has  set  itself  up  for  a  big 
fall.  Japan's  narrow  case  is  widely  con- 
sidered a  slam-dunk  for  Tokyo  because 
WTO  rales  cleaiiy  ban  a  member  country 
from  hiking  tariffs  without  approval. 

But  the  likelihood  is  that  the  wro  ul- 
timately won't  pronounce  judgment  on 
either  paily.  That's  because  of  the  design 
of  the  organization's  dispute-resolution 


the  new  global  trade  Hb- 
ei'alization  pact  the  U.  S.,  Japan,  and  Eu- 
rope labored  seven  years  to  create. 

A  chilling  prospect,  sure,  but  hardly 
the  most  likely  outcome.  Both  sides  in 
the  bitter  auto-trade  feud  have  a  huge 
stake  in  not  letting  it  get  that  far.  And 
the  new  trade  tribunal,  constioicted  over 
long,  leisurely  lunches,  seems  designed 
to  make  sure  it  won't. 

By  Amy  Borrus  in  Washington,  with 
Bill  Javetski  in  Paris 


News:  Analysis  &  Commentary  : 


LOBBYISTS 


THE  SALE 
THAT  GOT  AWAY 

Pleas  by  dealers  of  pricey  Japanese  cars  leave  Congress  cold 


SUITED  UP:  In  town  juf  a  cun  ce)ition,  85U  dealers  desceyided  on  Capitol  Hill 


Attired  in  finely  tailored  suits, 
starched  shirts,  and  power  ties, 
they  piled  off  buses  onto  Capitol 
Hill,  square-jawed  and  determined.  A 
clutch  of  eager  gop  lawmakers  amving 
for  work?  Nope.  It  was  a  revved-up 
contingent  of  luxuiy-cai*  dealers  in  pur- 
suit of  The  Ultimate  Sale.  Their  quota: 
convincing  Congress  that  the  Clinton 
Administration's  stiff  tariffs  on  U.  S. 
sales  of  Japanese  liLxmy  cai-s  would  cost 
thousands  of  American  jobs. 

On  May  23,  some  850  dealer.s — in 
town  for  the  annual  meeting  of  the 
American  International  Automobile 
Dealers  Assn. — descended  on  the  halls 
of  Congi'ess  to  plead  for  a  reversal  of 
President  Clinton's  sanctions  on  top-of- 
the-line  Japanese  cars.  "We're  in  the 
middle  of  a  war,"  says  Kent  Petei-sen,  a 
dealer  from  Ogden,  Utah.  "We  can't  af- 
ford to  sit  on  the  sidelines." 

It  was  the  first  official  visit  to  the 
Capitol  for  Geoffrey  Pohanka,  87,  a 
thii'd-generation  auto  dealer  fi"om  subui'- 
ban  Washington.  As  he  made  his  way 
to  the  office  of  Representative  Tom  Da- 


vis (R-Va.),  Pohanka  insisted  that  a 
lOO^f  tariff  on  the  Lexus  and  Acura 
models  he  sells  could  cripple  his  family's 
$200  million-a-year  company.  "Three 
generations  of  work,"  Pohanka  says, 
"and  this  could  bring  down  the  whole 
business." 

Fidgety  and  distracted  by  the  c-span 
broadcast  on  the  TV  in  his  office,  the 
congressman  listened  politely  to  Po- 
hanka's  pitch.  But  Davis  wasn't  bujing. 
"I'm  not  sure  I  agi'ee  with  what  the 
Pi'e.sident  has  done,"  he  noted.  "But  I'm 
not  sui'e  we  want  to  undeiTnine  the  Ad- 
ministration on  this  one."  A  half-horn* 
later,  Pohanka  got  the  same  sobering 
message  fi'om  Representative  Frank  R. 
Wolf  (R-Va.)  The  luxo-lobb>nsts  "had  a 
good  point,"  Wolf  said,  "but  I  just  don't 
know  what  Congress  can  do." 

Indeed,  the  lobbying  expedition 
proved  the  equivalent  of  wasting  aU  day 
on  a  showroom  tire-kicker  with  empty 
pockets.  Even  before  the  lobbying  be- 
gan. House  Speaker  Newt  Gingiich  (R- 
Ga.)  had  told  the  group  that  "Congi'ess 
has  no  interest  in  fighting  the  Adminis- 


tration on  this  as  the  Japanese  watc,"  ( 
Instead,  he  urged  the  auto  dealers,  vo  ' 
may  travel  to  Tokyo  during  the  cc- 
ing  weeks,  to  appeal  to  Japanese  lead  ^ 
to  negotiate  a  settlement  with  the  U 
before  the  June  28  deadline  when  t 
tariffs  take  effect. 

That  was  hardly  what  the  deal 
had  hoped  to  hear  from  GO?  leadf 
"We  got  a  cold  dose  of  reality,"  si; 
one.  The  importers  claim  the  targe 
high-end  cars  account  for  less  than  1 
of  Japanese  auto  makers'  Americ 
sales — hardly  enough  to  put  the  carm 
ei-s  out  of  business.  In  the  U.  S.,  by  c 
trast,  the  aiada  claims  that  2,000  dea 
ships  could  go  bust,  jeopardizing 
jobs  of  81,000  people.  "My  lifestyle  W( 
change,"  insists  Howard  A.  Keyes 
Lexus  dealer  from  Van  Nuys,  Calif.  "'. 
hit  my  employees." 
"FEATHERED  NESTS."  Such  COmplai 
didn't  draw  much  sympathy.  "The  d( 
ers  are  only  worrying  about  their  o 
little  feathered  nests,"  says  Represer 
five  James  A.  Traficant  (D-Ohio).  ] 
the  lobbying  blitz  wasn't  a  total  was 
At  local  dealei"s'  urging,  Representat 
Mark  Foley  (R-Fla.)  called  U.S.  Tri 
Representative  Mickey  Kantor  i 
White  House  Chief  of  Staff  Leon  Pai 
ta  to  plead  for  his  constituents  dur 
theii-  visit.  And  the  California  delegat 
pereuaded  Representative  David  Dre 
(R-Cahf.)  to  dash  off  a  note  to  Kan 
imploring  the  Administration  to  "so 
the  dispute  with  Japan  before  we  w 
out  one  of  California's  most  import 
industries." 

Still,  Congress  isn't  about  to  take 
the  cause  of  several  thousand  sped 
ty-cai-  dealei-s  who  cater  to  a  well-hee 
elite — not  when  the  U.  S.  govemm( 
is  taking  a  get-tough  ti-ade  stance  thall'''^ 
placing  well  with  most  working-els'* 
Americans.  Gingiich  promised  the  d^' 
ers  he  would  consider  a  financial  bail', 
for  any  of  them  forced  out  of  busini- 
by  the  sanctions.  But  that's  a  little  lik 
used-car  salesman  sweaiing  his  clunl 
is  in  A-1  condition.  Dealers  know  i 
best  they  can  do  is  to  sit  tight — a 
hope  the  U.  S.  and  Japan  settle  th 
differences.  For  merchants  practiced 
the  ait  of  the  deal,  Capitol  Hill  pro^ 
one  sale  they  simply  couldn't  close. 

By  Mary  Beth  Regan,  with  Rich. 
S.  Dunham,  in  Washington 


TOP  TARGETS  1994  sales  of  Japanese  luxury  models  on  the  U.S.  hit  list 
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tente  in  the  U.S.-Japan 
it-belt  negotiations 

|y  Japanese  standards,  it  happened 
iwith  lightning  speed.  Just  six 
'months  after  Japanese  carmakers 
e  approached  by  the  National  High- 
Traffic  Safety  Administration  with 
ries  about  seat  belts  made  by 
in's  Takata  Corp.,  they  settled.  On 
■  23,  the  NHTSA  announced  that  nine 
le  companies  involved — seven  Japa- 
i  along  vi'ith  Chrysler  Corp.  and 
eral  Motors  Corp.,  which  sell  some 
mese-built  cars — had  agreed  to  fix 
eplace  the  belts  on  8  million-plus 
cles.  Ford  Motor  Co.  and  Daihatsu 
or  Co.  are  still  negotiating, 
''hy  did  the  Japanese  agree  so 
kly?  Partly  because  it  paid  to  do 
The  Japanese  manufacturers  want- 

0  avoid  a  mandatory  recall  at  any 
,"  says  a  spokesman  for  American 
da  Motor  Co.  in  Torrance,  Calif, 
reason:  Had  nhtsa  investigators 
d  a  safety  defect  that  was  causing 
Delts  to  jam,  they  likely  would  have 
e  the  manufacturer  replace  the  en- 
buckle  assembly  of  all  8  million 
.  By  opting  for  a  "voluntary"  re- 
the  companies  can  negotiate  less- 
■nsive  solutions.  For  instance,  deal- 
for  Nissan  North  America  Inc., 
h  will  recall  2  million  vehicles,  now 

must  replace  the  release  button 
le  belts  with  a  sturdier  one — a  10- 
ite  procedure. 

1  the  end,  the  cost  of  the  recall 
Id  be  far  below  initial  estimates  of 
illion.  The  biggest  savings:  Only 
or  so  of  car  owners  usually  bother 
ave  their  cars  fixed  during  a  re- 
though  the  number  may  edge  high- 
er a  safety-related  recall.  The  total 
should  come  to  less  than  $250  mil- 
split  between  the  manufacturers 
Takata.  Not  bad,  considering  the 
native. 

/  Larry  Armstrcmg  in  Los  Angeles 


COMMENTARY 

By  Paul  Magnusson 

MY  OTHER  CAR 
IS  A  GARBAGE  SCOW 


First,  a  confession.  The  interiors  of 
my  two  Japanese  cars  are  crust- 
ed over  with  the  rich  effluvia  of 
childhood.  Just  as  rock  strata  reveal 
the  passage  of  time,  so  do  layers  of 
baby  formula,  bananas,  apple  juice, 
Cheerios,  and  Chicken  McNuggets 
catalog  the  progression  of  my  two 
daughters  fi^om  infancy  into  girlhood. 
I  know  I'm  not  alone  in  this. 

Therein  lies  the  official  explana- 
tions out  of  Tokyo  for  the  U.  S.  re- 
call of  8.8  miUion  Japanese-made  cars 
with  Takata  Corp.  seat  belts.  Ameri- 
cans, it  seems,  are  messy.  Tests  by 
Japanese  carmakers 
on  vehicles  driven 
in  America  re- 
vealed the  pres- 
ence of  animal 
hair,  food,  and 
soft  drinks  in  the 
belt  latches, 
interfering 
with  the  mech- 
anism. That  I 
means,  insist  ; 
Honda,  Nissan, 
and  the  Japa- 
nese Transport 
Ministry,  that 
the  "voluntaiy 
replacement"  of 
belts  is  a  con- 
venience for 
consumers  and 
emphatically  not  a  safety  matter.  It's 
the  customers'  fault,  you  see. 
"IRRELEVANT."  Yet  the  American  sub- 
sidiaries of  Honda  and  Nissan  readily 
admitted  on  May  23  that  the  problem 
is  a  defect  in  the  belt  mechanism. 
The  release  button  sometimes  splin- 
ters and  jams  the  entire  gizmo.  "I 
guess  there  could  be  food  contamina- 
tion, but  that's  irrelevant  to  the  issue 
of  button  breakage,"  says  a  Nissan 
North  America  Inc.  spokesman. 

So  here  again  is  the  essence  of 
Tokyo's  ai'gument  foi'  the  cause  of 
America's  $66  bilHon  merchandise 
trade  imbalance:  a  profound  clash  of 
cultui-es.  Or,  as  the  Japanese  put  it: 
Nihonjin-ron — the  unique  attributes 
of  the  Japanese  people  and  theii*  land. 

As  always,  economics,  not  culture, 
is  the  true  cause.  But  the  issue  of 
absolute  Japanese  singularity  crops 
up  frequently  in  trade  talks.  Foi' 


years,  Tokyo  trade  officials  insisted 
that  Japanese  intestines  are  longer 
and  therefore  unable  to  digest  for- 
eign beef.  Japanese  snow  is  "differ- 
ent," they  said,  making  non-Japanese 
ski  bindings  unreliable.  And  the  dirt 
at  Kansai  Airport  could  be  moved 
only  by  Japanese  construction  com- 
panies familiar  with  its  peculiarities. 

Now,  add  a  new  attribute  to  the 
hst:  Japanese  car  owners  are  neater. 
It's  true,  the  cars  in  Tokyo  are 
cleaner.  But  here  again,  the  reason  is 


Trade  negotiators  from  the  United  States  break  off  talks  when 
Japan  adamantly  refuses  to  import  any  American  CKO.s. 


less  cultural  than  economic:  Japanese 
cars,  which  have  to  undergo  a  $1,000 
inspection  after  three  years  and  ev- 
ery two  years  thereafter,  don't  stay 
on  the  road  as  long  as  they  do  in  the 
U.  S.  It's  cheaper  just  to  trade  that 
cream  puff  in  for  a  new  one.  Used 
cars  are  shipped  to  the  rest  of  Asia. 

Japanese  trade  officials  fault  U.  S. 
carmakers  for  not  tiying  hard 
enough  to  crack  its  market.  They 
note,  for  instance,  that  only  Jeep 
Cherokees  and  Ford  Probes  are 
available  with  right-hand  drive.  Fair 
enough.  But  how  about  this:  In  re- 
turn for  well-placed  steering  wheels, 
let's  see  a  seat-belt  buckle  from  Ja- 
pan that  can  stand  up  to  the  corro- 
sive effects  of  bubble  gum,  lollipops, 
and  Fruit  Roll-ups. 

Magymsson  reports  on  economic 
and  social  trends  from  Washington. 


News:  Analysis  &  Commentary 


CRIMES 


DOES  SOMEONE  HAVE  IT  IN 
FOR  CAROLE  UHLE  INC.? 

The  company  has  been  hit  by  explosions  and  three  murders 


The  trip  usually  took  40  minutes.  But 
at  6:05  p.m.  on  May  4,  Rolando  P. 
Ramirez'  drive  home  fi-om  the  office 
ended  after  just  eight  blocks.  At  a  traf- 
fic light  at  the  comer  of  Jeffereon  Boule- 
vard and  Main  Street  in  South  Central 
Los  Angeles,  his  late-model  Mercedes 
was  riddled  with  bullets  by  a  still  un- 
known assailant.  Ramirez,  the  44-year- 
old  controller  of  L.  A. -based 
women's  apparel  manufactui'er 
Carole  Little,  slumped  dead 
over  the  steering  wheel. 

For  a  city  where  violence 
is  commonplace,  it  would  be 
easy  to  write  off  Rolando 
Ramirez  as  another  giim  sta- 
tistic. But  to  the  city  police, 
he  became  the  latest  piece  of 
a  puzzling  case  in  which  a 
stunning  series  of  killings  and 
violent  acts  have  rocked  Ca- 
role Little,  the  $372  million 
clothing  maker  run  by  its 
namesake  and  her  husband,  Leonard 
Rabinowitz. 

It's  a  tale  that  so  far  has  baffled  po- 
lice, who  ai'e  pui'siung  leads  taking  them 
from  the  murky  world  of  gamient  man- 
ufacturing to  organized  crime,  extor- 
tion, and  fraud.  The  Federal  Bureau  of 
Investigation's  organized-crime  unit  also 
is  involved,  though  it  won't  comment 
on  the  investigation. 


LITTLE:  UJJei  iny  a 
$125,000  reward 


The  death  of  Ramirez,  a  16-year  Ca- 
role Little  executive,  followed  the  shoot- 
ing death  last  December  of  company 
Vice-President  Kenneth  Maitin,  who  was 
gunned  down  while  sitting  in  liis  tnick 
at  a  red  light.  A  year  earlier,  Carole 
Little  executive  Karin  Wong  Holzinger 
sui"vived  a  highway  shooting,  two  ex- 
plosions at  her  home,  and  suffered 
through  a  series  of  harassing 
phone  calls.  Hakop  Antonyan, 
whose  company  sewed  gar- 
ments under  contract  to  Ca- 
role Little,  was  gunned  down 
(Uitside  his  Glendale  (Calif.) 
factory  the  same  night  as  the 
second  explosion  at  Holzinger's 
home. 

The  execution-style  killings 
of  Martin  and  Ramirez  have 
]3rompted  investigators  to  fo- 
cus on  organized  crime.  Glen- 
dale police  officials  also  are 
investigating  whether  Antony- 
an's  death  was  "related  to  organized 
crime  efforts  to  control  a  portion  of  the 
garment  industry." 

Another  possibility:  that  rivalr-ies 
within  the  $18  billion-a-year  apparel  in- 
dustry have  turned  from  nasty  to  vio- 
lent. The  business  is  full  of  factions, 
with  lar'ge  numbers  of  sewing  shops 
competing  aggr-essively  for  business. 
And  Car-ole  Little  acknowledges  that  in 


UNDER  SIEGE:  Police  are  looking  ini 
extortion,  fraud,  and  organized  cri\ 

1991  and  1992,  it  began  reducing  its 
ter-  of  contractors  from  90  to  20  or  s 
Investigators  still  are  piecing  tbge| 
er  clues.  Long  Beach  (Calif.)  police 
Holzinger  claims  she  received  extorti 
thi'eats  telling  her  not  to  svidtch  ci 
tractor-s.  Holzinger  left  Carole  Lit 
shortly  after  the  final  explosion  and 
recently  filed  a  wi'ongftil-dismissal  si 
At  pr'esent, 
only  suspect 
custody  is  Kara 
Demirdzhyan, 
unemployed  i 
menian  living 
Hollywood,  w. 
has  been  char] 
with  stalking  Ant 
yan  and  killing  him  outside  his  Glj^j 
dale  factory.  Demirdzhyan  is  plead 
not  guilty  to  the  char'ge,  and  police  h; 
uncover-ed  no  motive  that  would  ca 
him  to  be  involved.  In  the  other-  muri 
cases,  police  have  made  no  arrests 
got  a  city  full  of  suspects,"  says  Dei 
five  Fred  Miller,  who  is  heading  the 
vestigation  into  the  Ramirez  slayin 
FRONT-PAGE  NEWS.  Investigators  hi 
not  ruled  out  the  possibility  that 
violence  may  be  r-elated  to  internal 
sues  at  the  company,  though  police 
nied  recent  r-eports  of  an  investigal 
into  possible  embezzlement  there, 
company  r-efused  business  week's 
quests  to  interview  its  executr 
though  Rabinowitz  gave  limited  resp 
es  to  several  questions.  "Both  of 
slain  Carole  Little  executives]  wj 
very  well  liked,"  he  says.  "Our  empl 
ees  are  devastated  but  feel  good  ab 
the  LAPD  Robbery  &  Homicide 
sponse"  to  the  cr'imes.  The  compj 
added  in  a  statement  that  it  sees 
evidence  Unking  the  two  muitlers.  Li; 
and  city  officials  have  offer-ed  a  $125,i 
rewar'd  for'  leads. 

Police  will  not  discuss  safety  me 
ur-es  being  taken  to  pr-otect  current  ( 
ployees,  but  immeasur-able  damage 
alr-eady  been  done  to  the  company's 
age.  The  affair'  has  made  the  front  p 
of  the  Los  Angeles  Times,  for  one  thi 
"What  someone  is  trying  to  do  is 
Carole  Little  out  of  business,"  S; 
Stanley  Weintr-aub,  the  company's  1 
mer    manufacturing  vice-presidt 
Weintr-aub,  who  now  oversees  dr 
manufacturing  at  another  Los  Ang('''' 
company,  says  he  was  let  go  by  Car  \i<fi,f 
Little  in  1992  and  replaced  by  Holzi 
er.  "I'm  relieved  I'm  not  there."  ,  ^ 
doubt. 

By  Nanette  Byrnes  in  Los  Ang^ 
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INTRODUCING  THE  FIRST  NOTEBOOK  TO  MAXIM 
THE  PENTIUM'S  FULL  POTENTIAL. 


When  the  rush  was  on  to  introduce 
lotebook  with  a  Pentium""  processor, 
<as  Instruments  decided  to  do  what 
lers  thought  couldn't  be  done. 
We  created  a  notebook  that  maximizes 
ntium  performance  by  integrating 
I  PCI  bus  architecture  in  our  Texas 
trummts  TravelMate"  5000. 
And  for  flexible  connectivity,  we 
;igned  a  way  to  allow  external  access 
Ti  the  PCI  bus  to  the  latest  peripherals. 
It  was  a  challenge  we  addressed  for  two 
pie  reasons:  to  give  users  true  desktop 
itium  performance/or  faster  running 
'ware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Windows  95'" 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there. 
We  added  a  second  lithium  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

Ttie  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


75  MHz  Pentium  proreasor  with  PCI  Bus 

10.4" Active Matnc or  10. .5 " Dual  Scan  di.'iplans 

2MB  Video  memory 

8MB  RAM.  e.rpandable  to  32MB 

HIO  million  hijtes  (=T72MB)  or. 524  million 
bytes  (=500MB)  Hard  Di<ik  Drives* 

Multimedia  package:  Built-in  16-trit  sound, 
internal  speaker  and  dual  mode  mkrophone 

Two  Lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  connectivity 


Warranty  may  vary  from  country  to  country  Contact  your  local  Tl  office  for  details.  Batteries  and  options  are  covered  by  a  one  year  limited 
warranty.  TravelMate  anil  "Extending  Your  Reach'  are  trademarks  of  Texas  Instruments.  Windows  95  is  a  registered  trademark  of  Microsoft 
Corporation  Pentium  is  a  trademark  and  tlie  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  *Depending  on  model,  ®  1995  Tl. 


EXTENDING     YOUR  REACH" 

Texas 
Instruments 
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BASEBALL 


AMERICA'S  PASTIME. 
YEAH,  RIGHT 

Angry  fans,  falling  club  values.  Baseball  is  whiffing 


Back  when  baseball  was  fun,  Robert 
Komie  owned  a  choice  piece  of  real 
estate:  four  box  seats  along  the 
right-field  line  at  Chicago's  picturesque 
Wrigley  Field.  Now,  though,  clients  of 
his  caipet-cleaning  company  prefer-  bas- 
ketball's Bulls.  So  Komie  has  given  up 
his  season  tickets.  And  as  a  guest  in  a 
Chicago  White  Sox  skybox  on  May  19, 
he  left  during  the  fifth  inning,  after  the 
dessert  cart  came  through.  "I  couldn't 
care  less  who  won,"  Komie  says.  "I 
won't  watch  baseball  now.  It's  too  slow, 
too  bor-ing,  the  playei-s  ai-e  piima  donnas, 
and  the  owners  are  arrogant." 

In  strike-scarred  1995,  the  Robei't 
Komies  of  America  ai-e  abandoning  ball- 
parks in  droves.  Baseball  executives 
hope  it's  a  pique  that  a  good  pennant 
race — or  the  end  of  the  basketball  and 
hockey  playoffs — will  cure.  But  increas- 
ingly, there  is  concern  that  the  unre- 
solved labor  dispute  is  doing  lasting 
damage  to  the  game.  Attendance  is  off, 
television  viewerehip  is  down,  and  small- 
market  franchises  are  on  the  ropes. 
AILING  BUCS.  Now  comes  Walt  Disney 
Co.'s  May  18  announcement  that  it  has 
purchased  a  controlling  interest  in  the 
CalifoiTiia  Angels  for  an  unimpressive 
$30  million.  Unless  baseball's  econom- 
ics change  dramatically,  that  investment 
could  signal  the  start  of  a  series  of  low- 
ball  deals.  Without  an  agreement  to 
shai'e  revenues  among  owners  or  a  pay 
compromise  with  players,  owners  of 
small-market  franchises  may  move  to 
dump  their  clubs.  And  the  teams  could 
go  cheap.  "The  day  of  the  Baltimore 
Orioles  selling  for  $175  million  at  auction 
are  over,"  says  Doug  Metchick,  general 
manager  of  Sports  Franchises  Inc. 

The  ailing  Pittsburgh  Pirates  are  set 
to  change  hands  for  a  measly  $86  mil- 
lion. The  Kansas  City  Royals  and  Min- 
nesota Twins  are  ramored  to  be  on  the 
block.  Montreal,  the  winningest  team  in 
baseball  last  season,  may  be  for  sale. 
Toronto's  vaunted  Blue  Jays  could  be 
sold,  too,  depending  on  the  outcome  of  a 
takeover  battle  for  parent  John  Labatt 
Ltd.  (page  42).  If  so,  a  25%  decline  in 
Toronto's  home  attendance  this  year 
won't  inspire  big-money  bidding. 

Even  for  top  teams  such  as  Toronto, 
fan  rancor  has  grown  and  hardened. 


"For  a  lot  of  people,  tak- 
ing away  the  World  Se- 
ries last  season  was  like 
taking  away  the  Ameri- 
can flag,"  says  Philadel- 
phia Phillies  owner  Wil- 
liam Y.  Giles.  "I  don't 
think  we'll  get  a  lot  of 
people  back  until  we  get 
a  labor  agi'eement.  And  I 
think  we've  lost  soni< 
people  forever." 

Despite  strong  show- 
ings in  cities  that  boast 
fan-drawing  new  stadi- 
ums, such  as  Denver  and 
Cleveland,  attendance  is 
down  20%  leaguewide,  as 
is  television  viewership. 
Television  advertising  bill- 
ings have  fallen  as  much 
as  30%  in  many  markets. 
"Advertisers  say:  'We 
don't  want  to  put  our 
money  into  a  sport  that 

Jeetl^- "'"sa'yf ' jimet      "^oyM  Serics . . .  was  like 
"i^/B^^J^  taking  away  the  American  flag 


"For  a  lot  of  people,  taking  awa 


Royals'  flagship  station, 
KSMO.  Teams  have  lost  up  to  half  of 
their  game-day  promotion  sponsor's.  And 
prospects  for  block-ticket  sales — a  key 
attendance  booster — have  grown  in- 
ci'easingly  shm. 

The  scary  number's  ar'e  pushing  the 
owner's  into  action.  On  May  19,  they 
agTeed  to  pay  $7.8  million  withlield  fi'om 
the  player-'s  pension  fund  after  last  sum- 
mer's walk-out,  ending  a  threat  by  the 
players  to  boycott  July's  All-Star  Game. 

BIG-LEAGUE  BALL, 
BUSH-LEAGUE  CROWDS 


AVERAGE  ATTENDANCE  PER 
MAJOR-LEAGUE  GAME 


0< 

'90  '91 
A THOUSANDS 


'94  '95* 
*AS  OF  MAY  21 


DATA;  MAJOR  LEAGUE  BASEBALL 


Even  as  players'  union  chief  Donald 
Fehr  and  acting  Commissioner'  Allan 
"Bud"  Selig  hailed  the  move  as  a  pn 
ising  opening  for'  contr'act  talks,  thoi 
no  new  negotiating  sessions  had  b 
scheduled.  In  fact,  few  on  either 
expect  a  settlement  to  be  reached 
fore  the  season's  end. 

With  nowhere  else  to  turn  for  g 
news,  owners  are  eager  to  talk  at 
the  Angels  deal.  They  hope  Disn( 
golden  touch  and  entertainment  im 
matur  will  r-ub  off  on  a  sport  that 
lost  its  cachet  among  fans  and  sffr 
sor-s.  "I'm  thi-illed  about  Disney  bec£f 
they  know  so  much  about  family  en 
tainment,"  says  Giles.  It  could  be  i 
the  smart  money  is  buying  into  base 
on  the  cheap.  But  before  work  ber 
on  the  sequel  to  Angels  in  tfie  O/ifP 
Disney  will  be  stuck  focusing  on  . 
project  that's  vexing  all  of  baseball  r  it 
now:  getting  fannies  in  the  seats. 

By  David  Greising  in  Atlanta, 
Ann  Therese  Palmer  in  Chicago  -'^ 
bureau  reports 
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The  tallest  recycling  story  ever  told. 


Suffice  it  to  say,  anything  tliat's  2,232  steps  to  the  top  ( in  lieu  of  taking  one  of  104  elevators) 
is  not  your  average  office  building. 

Everything  about  Sears  Tower  is  mind  boggling.  Like  enough  plumbing  (25,000  miles)  to  go 
around  the  world.  And  enough  telephone  cable  to  encircle  it  I  /i  times. 

It's  sort  of  the  Mount  Everest  of  recycling  challenges.  So  hopefully  you'll  have  some  idea  of 
what  it  took  to  conceive  a  recycling  program  that  now  covers  some  10,000  people  working  for  si.xty 
different  tenants  on  over  100  floors. 

You  certainly  won't  have  to  use  your  imagination  to  appreciate  the  results.  This  year  alone  1,200 
tons  of  paper  will  be  collected  for  recycling.  An  amount  that,  if  baled  and  stacked,  would  be  three 
times  higher  than  the  world's  tallest  building  itself. 

It  could  be  just  as  surprising  to  find  out  what  recycling  could  do  for  your  business.  Please  call 
us  at  1-800-977-6272.  You'll  find  we  don't  mind  challenges. 

What  business  do  wc  have  saytiio  we  help  the  environment!'  That  is  our  business. 


Waste  Management 

A  WMX  Technologies  Company 
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PATENTS 


NOT  so  FAST, 
BUSTER 

The  Patent  Office  stalls  TRW's 
bid  for  a  satellite  system 

TRW  Inc.  was  in  the  stratosphere.  On 
Apr.  26,  the  company  proudly  an- 
nounced that  it  had  received  two 
crucial  U.S.  patents  for  Odyssey,  a  pro- 
posed $2  billion,  12-satellite  network. 
Its  lofty  goal:  to  dominate  communica- 
tions from  a  broad  swath  of  the  heav- 
ens— a  5,000-mile-wide  band  between 
the  Van  Allen  radiation  belts  (chart). 
Patents  in  hand,  the  company  hoped  to 
build  a  cost-effective,  lucrative  entry 
into  the  potentially  explosive  sateUite- 
phone  business. 

Trouble  is,  TRW  doesn't  actually  have 
the  patents  yet.  Its  bragging,  plus 
heated  protests  from  Inmarsat,  an 
international  consortium  that  wants  to 
launch  satellites  at  the  same  altitude, 
caught  the  attention  of  the  U.S.  Patent 
Office,  which  had  "allowed"  but  not 
awarded  the  patents.  On  May  12,  the 
examiners  decided  to  take  a  second 
look.  Says  Frederick  R.  Schmidt,  the 
patent-examining  group  director  who 


yanked  the  trw  pat- 
ents: "We  don't  issue 
patents  when  there's 
a  question  with  the 
prior  art" — that  is, 
when  a  new  idea  may 
not  be  new. 

Now,  examiners 
may  reject  some  of 
the  claims  or  force 
TRW  to  submit  nar- 
rower versions.  That 
would  be  a  blow  to 
TRW  and  its  partner, 
Montreal-based  Tele- 
globe Inc.  In  addition 
to  Inmarsat,  it  faces 
well-heeled  rivals  in 
the  race  to  offer 
global,  satellite-based 
phone  service.  The 
$3.4  biUion  Iridium 
consortium,  led  by 
Motorola  Inc.,  propos- 
es a  66-satellite  net- 
work. Globalstar,  a 
ventiu'e  of  Loral  Coip. 
and  Qualcomm  Inc., 
plans  a  $2  billion,  48- 


SPACE  GUIMS 

TRW  is  seeking  patents  for  its 
Odyssey  satellite  system: 


VAN  ALLEN 
RADIATION  BELTS 

O  Traditional  satellites  fly 
22,000  miles  above  earth. 

©  Proposed  rival  systems 
would  fly  as  near  as  500 
miles.  Because  that  proximity 
would  limit  their  geographical 
reach,  dozens  or  hundreds 
would  be  required  to  service 
the  globe. 

O  TRW  plans  an  orbit  of 
6,400  miles.  The  company 
says  that  from  that  altitude, 
12  satellites  could  service 
the  earth. 


satellite  system. 
FEWER  "BIRDS."  Against  those  rivals, 
TRW  is  pitting  a  good  idea:  Lofting  its 
satellites  into  a  higher  orbit  would  let 
them  see  more  of  the  earth's  surface  so 
that  fewer  "birds"  would  be  requii'ed  for 


global  coverage. 
can  a  company  pate 
the  use  of  outer  spa(; 
Inmarsat,  which  Tj' 
once  tried  to  recruit 
an  Odyssey  custon 
says  that's  what  T 
is  trying  to  do. 
marsat's  U.S.  signa 
ry,    Comsat  Mot 
Communications,  1 
said  TRW's  claims  ; 
like  Boeing  trying 
patent  air  travel 
30,000  to  50,000  fee 

Inmarsat  has 
reasons  for  oppos 
the  patents.  Its  s 
tem  would  employ 
same  space — althoi 
in  order  to  serve 
and  sea  customers, 
satellites  would  co 
the  earth  uniforn 
while  TRW  would  fo 
on  populated  areas 
TRW  isn't  comme 
ing  on  Inmai^sat's  p] 
In  fact,  it  isn't  say 
anything:  Afraid  of 
tagonizing  patent  examiners,  trw 
gone  silent  on  its  applications.  With 
premature  celebrations,  though,  it  n 
have  endangered  the  real  thing. 

By  Peter  Coy  hi  New  Y 


PEOPLE 


LIFE  OF  THE 
BUYOUT  PARTY 

Gerald  Schwartz  sheds  a  low- 
profile  image  to  tap  Labatt 

In  the  office  towers  along  Bay  Street, 
Toronto's  Wall  Street,  Onex  Corp. 
Chairman  Gerald  W.  Schwartz  is 
known  as  Canada's  lbo  king.  Until  late- 
ly, though,  that  has  been  something  of 
an  ironic  moniker,  given  that  most  of 
Schwartz's  major  deals  have  been 
in  the  U.  S.  But  with  his  latest 
move,  Schwartz  may  eam  his  title: 
He's  set  on  winning  a  hostile  $L7 
billion  tender  offer  for  John  Labati 
Ltd.,  Canada's  second-largest  brew- 
er and  owner  of  the  Toronto  Blue 
Jays.  Unless  a  highei-  offer  emerges 
before  his  tender  expii-es  on  June  9, 
he  seems  hkely  to  win. 

For  Schwartz,  53,  the  Labatt  bid 
is  a  departure — not  just  because 
the  target  is  Canadian  but  because 


it's  so  well  known.  Since  founding  Onex 
in  1983,  he  has  bought  relatively  ob- 
scui-e  outfits.  Among  his  best  deals:  the 
paltiy  $90  million  Schwartz  spent  for 
stakes  in  six  U.  S.  companies,  including 
parts  maker  Automotive  Industnes  and 
airline  caterer  Sky  Chefs  Inc.,  acquired 
from  AMR  Corp.  Today,  Onex'  invest- 
ment is  worth  some  $500  million. 
SHARING  THE  WEALTH.  Schwartz's  sue 
cess  foi'mula?  He  gives  managers  up  to 
a  20%  stake  in  his  companies  and  urges 
them  to  be  aggi'essive  acquirers.  For 
instance,  by  this  fall  Sky  Chefs  expects 
to  close  on  a  $520  million  buyout  of 
Caterair  International,  another  airline 
caterer.  The  move  will  make  it  the 


FROTHY  RETURNS? 

Schwartz  says  he 
thinks  he  can 
turn  Canada's 
No.  2  beermaker 
into  "a  western 
hemisphere 
powerhouse" 


world's  dominant  in-flight  caterer.  It : 
will  raise  Onex'  sales  to  $5.9  biUion, 
from  $2.6  billion  last  year,  when 
earned  $121  million. 

Schwartz  says  he  thinks  he  >' 
make  Labatt  a  "western  hemisph 
[beer]  powerhouse."  The  brewer  ha 
22%  stake  in  Mexico's  Femsa  Cer 
za.  And  if  Onex'  bid  succeeds,  it 
get  help  in  expanding  from  Quilr^ 
Industrial,  the  Argentine  brewer  t 
is  paying  $231  million  for  a  27, 
stake.  Schwartz  plans  to  shed  enl 
tainment  and  European  beer  assets  < 
help  pay  off  the  $1  billion  of  debt  m& 
bid,  though  he  says  he  intends  to  kf' 
the  Blue  Jays. 

Ti-ouble  is,  Labatt  CEO  George' 
Tayloi'  opposes  the  bid,  chai'ging  t 
Schwartz  is  tiying  to  "steal  the  c  i 
pany."  And  analysts  figure  Lai 
could  be  worth  up  to  25%  more  tJi 
Onex  is  offering.  But  Schwartz  i.'* 
sure  no  higher  bid  will  emerge  W 
he  plans  to  spend  much  of  the  s  i- 
mer  sailing  off  Nantucket.  If 
right,  Canada's  lbo  king  will  j't 
over  two  of  Canada's  prized  fiefd(K 
Labatt  and  the  Blue  Jays. 
By  William  C.  Syrnon'ds  in  Jbrito 
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THE  ARROW  COMPANY 
est  iSsi 


News:  Analysis  &  Commentary 


BUZZ  OFF 
MY  BUZZWORD' 

Now,  consultants  are  battling  for  control  of  choice  phrases 


What's  in  a  buzzword?  William  W. 
Neeve  obviously  thinks  there  is  a 
lot.  For  two  years,  this  little- 
known  Toronto-based  management  guru 
has  been  locked  in  what  might  be  called 
a  battle  of  the  buzzwords  with 
corporate  giant  Motorola 
Inc.  Neeve  says  he 
dreamed  up  the  term 
"cycle-time  manage- 
ment"— shorthand  for 
weeding  the  unneces- 
sary out  of  business  pro- 
cesses— and  wants  to  pro- 
tect it  with  a  trademark  from 
the  U.  S.  Patent  Office.  He  even  calls 
his  consulting  company  Cycle  Time 
Management  Inc.  Motorola,  which  uses 
the  plu-ase  in  management  seminars  and 
publications,  opposes  the  Patent  Office 
protection.  The  dispute  currently  is  be- 
ing adjudicated  in  U.  S.  Patent  Court. 

The  Neeve-Motorola  dustup  illustrates 
the  latest  twist  in  buzzwords:  The  ef- 
fort by  many  consultants  to  gain  control 
over  key  words  and  phrases  by  regis- 
tering them  with  the  Patent  Office.  Some 
are  even  tiying  to  patent  buzzwords  now 
in  common  usage,  at  least  among  consul- 
tants. Andersen  Consulting,  for  one,  has 
drawn  guffaws  from  rivals  by  claiming 
ownership  of  the  phrase  "change  man- 
agement." Technically,  that  means  anyone 
who  commercially  employs  the  term. 


which  is  widely  used  to  describe  efforts 
to  change  a  company's  culture,  could  be 
sued  by  Andersen. 

Such  aggi"essiveness  by  big  outfits  is 
one  reason  Neeve  is  adamant  about  gain- 
ing control  over  "cycle-time 
management."  He  main- 
tains that  five  Motorola 
managers  attended  a  lec- 
ture he  gave  on  the  con- 
cept in  1987,  a  year  after 
he  founded  his  consulting 
fimi  in  Canada.  Soon,  he  ar- 
gues, the  phrase  began  popping 
up  in  Motorola  publications  and 
seminai's.  When  he  finally  tried 
to  I'egister  the  terni  two  years  ago  with 
the  Patent  Office,  Motorola  fought  the 
move.  "I  have  a  file  foui'  inches  thick  on 
this,  and  it  has  already  cost  me  about 
$50,000,"  the  consultant  gi'ouses.  Motoro- 
la says  it  believes  the  teiTn  is  ge 
neric  and  shouldn't  be  protected 

In  any  case,  it  takes  a  lot 
of  chutzpah  to  tiy  to  patent 
a  buzzword.  That's  because 
the  phrases  often  are  used 
to  repackage  old  ideas  so 
they  sound  new.  For  in 
stance,  "joint  ventures"  became 
"strategic  alliances"  in  the  early 
1980s  and  then  "strategic  partner- 
ships." Now,  they're  often  called  "value 
managed  relationships"  or  "networks." 


NEEVE:  Can  he  protect  "cycle-time 
management"  from  giant  Motorola 

Of  course,  a  choice  word  or  phrj 
can  pack  a  lot  of  selling  power  if 
catches  on,  providing  the  buzzwordsm 
with  a  slew  of  speaking  engagemei 
consulting  jobs,  and  book  publish] 
deals.  Michael  Hammer,  a  consult 
best  known  for  promoting  the  concept 
coi-porate  reengineering,  concedes  t 
the  ideas  behind  his  highly  popu 
buzzword  likely  would  have  registe: 
little  more  than  a  whimper  under  a 
ferent  name.  "Ninety-nine  out  of 
other  alternatives  were  tedious  and  h 
ing  and  would  put  you  to  sleep," 
says.  "If  I  used  another  term,  it  wo 
have  fallen  flat."  But  e\ 
Hammer,  who  is  beginn 
to  lay  the  groundwork 
a  phrase  called  the  "p 
cess-centered  organi 
tion,"  thinks  it  is  silly 
try  to  protect  a  bit  of  c 
jured  vocabulary.  "What 
you  going  to  do?  Spend  all  y( 
life  in  court  trying  to  protect 
phrase]?"  he  asks. 
"LIKE  COCA-COLA."  Hammer's  insi 
dance  hasn't  stopped  rivals  fi-om  try 
to  cash  in  on  his  term.  Indeed,  no 
cent  concept  has  spawned  more  bu 
words  and  phrases  than  "reengine 
ing" — most  of  them  now  registered 
the  Patent  Office.  csc/Index  Inc 
Cambridge  (Mass.)  consulting  shop, 
protected  the  term  "business  ree^ 
neering."  Coopers  &  Lybrand 
claimed  "breakpoint  business  proc 
reengineering."  McKinsey  &  Co. 
the  same  thing  "business  process  reBfj 
sign."  Notes  Edwai'd  M.  Marshall,  pi 
ident  of  Marshall  Group  Inc.,  a  cons 
ing  fii-m  in  Chapel  Hill,  N.  C:  "If  yoi 
a  small  guy  with  a  creative  idea  { 
you  don't  protect  it,  your  idea  will 
knocked  off  as  quickly  as  a  desig; 
dress." 

As  buzzwords  go,  "cycle- time  m 
agement"  may  well  be  nearing  the  ( 
of  its  cycle.  But  Neeve  says  he  plans 
continue  his  fight,  figuring  the  phr 
still  has  value.  "I  crea 
something,  and  it's 


most  like  Coca-Cols' 
me,"  he  says.  Besic 
he  adds,  "I  don't  le 
the  fact  that  a  lite 
company  like  mine 
be  squashed  by  a  g 
company  like  Motorol" 
Now,  if  he  can  just  come  up 
a  good  slogan  to  use  as  his  battle  </. 
he  might  have  a  chance  to  win. 

By  John  A.  Byrne  in  New 


PROCESS-CENTERED 
ORGANIZATION 

Structuring  around 
processes,  not 
departments 
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In  Business  This  Week 


■TED  BY  KEITH  H.  HAMMONDS 


HEADLiNER:  WILLIAM  AVERY 


A  TIDY  PACKAGE  FOR  GROWN  CORK 


lOTHER  TRASH 
iUL  FOR  HUiZENGA 

TH   HIS  "BLOCKBUSTER 

rk"  dead  and  his  Florida 
rlins  on  a  losing  streak, 
mer  Blockbuster  Videos 
D  Wayne  Huizenga  has  re- 
ined to  what  he  knows 
5t:  hauling  garbage.  On 
y  23,  Huizenga  and  Harris 
hit"  Hudson,  his  brother- 
law,  announced  a  $27  mil- 
1  investment  in  Repubhc 
iste  Industries,  to  be 
rged  with  another  solid- 
ste  outfit  owned  by  Hud- 
I.  Huizenga  now  will  com- 
:e  head-on  with  WMX 
;hnologies,  the  industry 
der  that  he  founded  in 
8  and  left  in  1984.  The  plan 
0  build  Repubhc  by  buying 
Isize  solid- waste  haulers — 
eh  sounds  a  lot  like  the  old 


SKY-HICIH 

■lines  are  making  money 
Bin,  and  Boeing's  new 
siness  is  way  up.  Its  orders 
'  98  planes  this  year  are 
irth  $5.5  billion,  four  times 
lat  it  had  booked  a  year 
0.  Just  the  time  for — more 
'offs?  On  May  23,  Boeing 
id  it  would  cut  5,000  jobs, 
)pthe  7,000  announced 
ee  months  ago.  The  com- 
ny  says  it  has  to  meet  car- 
rs'  demands  for  cheaper 
mes.  That's  fine  with  in- 
itors,  who  pushed  the 
ick  to  57,  just  short  of  the 
-time  high  it  hit  in  1990. 


'EC,  2,  '94  MAY  24,  '95 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


Waste  Management  plan. 
Huizenga's  move  nearly  trip- 
led Republic's  stock  price,  to 
lOVm,  giving  the  erstwhile  vid- 
eo king  a  quick  paper  profit  of 
$96  million. 


WHERE  WOULD  YOU  RATHER 

bank?  At  First  Chicago, 
which  recently  said  it  would 
slap  fees  on  some  customers 
who  used  human  tellers?  Or 
at  Citibank,  which  on  May  23 
announced  a  kinder,  gentler 
approach?  Starting  June  1, 
Citi  customer,  big  and  small, 
will  have  to  pay  precisely 
nothing  to  use  automated  tell- 
ers, personal-computer  bank- 
ing, and  other  electronic  ser- 
vices. The  irony:  Citibank 
tried  steering  customers 
away  from  tellers  in  the  ear- 
ly 1980s  but  retreated  amid  a 
crush  of  negative  publicity. 


THE  UNITED  RUBBER  WORKERS 

threw  in  the  towel,  ending 
their  10-month  strike  at 
Bridgestone/Firestone.  No 
glorious  victoiy,  this:  Bridge- 
stone  fUled  most  of  the  strik- 
ers' slots  with  replacement 
workers.  The  company's 
strategy  didn't  thiill  the  Clin- 
ton Administration,  but  it  did 
effectively  win  the  battle.  By 
unconditionally  agreeing  to 
return  to  work,  most  URW 
members  will  merely  win 
preferential-hiring  rights. 
Badly  beaten,  the  union  will 
meet  on  June  30  to  vote  on  a 
merger  with  the  deeper-pock- 
eted United  Steelworkers. 


A  BUDGET  BATTLE?  A  TRADE 

policy?  Let's  skip  to  what 
really  counts  on  Capitol  Hill. 
On  May  24,  House  Republi- 
cans revoked  the  passes  that 


For  a  decade,  Wilham  Av- 
ery labored  in  the  shadows 
of  Crown  Cork  &  Seal  CEO 
John  Connelly.  Cautious 
and  debt-averse,  ^^aP 
Connelly  expand- 
ed  the  company 
gi'adually.  Then    M.  %t 
in  1990,  Avery     Hj ' 
took  over — and 
was  quick  to 
put  his  imprint  ^Bb". 
on  the  packaging 
maker.  In  the  past 
five  years,  he  has  acquired 
about  20  companies,  more 
than  doubling  Crown's 
sales,  to  $4.5  biUion. 

On  May  22,  Aveiy  took 
his  boldest  step  yet — 
agreeing  to  pay  $5.2  bilHon 
in  stock,  cash,  and  assump- 
tion of  debt  for  France's 
CarnaudMetalbox.  Avery's 
deal  carries  some  risks: 


had  allowed  lobbyists  favored 
by  the  old  Democratic  leader- 
ship to  buttonhole  lawmak- 
ers just  outside  the  House 
chamber — an  area  out  of 
bounds  to  the  general  public. 
About  6,000  people  now  hold 
the  special-access  passes, 
which  also  allow  selected  lob- 
byists after-hours  entree  to 
Capitol  Hill  office  buildings. 
Earlier  this  month.  Newt  & 
Co.  finished  taking  away  the 
same  lobbyists'  free-parking 
privileges.  The  GOP  says  it's 
just  removing  perks  not 
available  to  the  public. 

INCENDYFACESA 
CASCADE  OF  CHARGES 

FOUR    YEARS   AFTER  THE 

deed,  the  Cascade  Interna- 
tional scandal  may  be  draw- 
ing to  a  close.  A  132-count 
federal  indictment  was  un- 
sealed on  May  23  by  the  Mia- 
mi U.S.  Attorney  against 
Victor  Incendy,  his  ex-wife, 
and  three  other  people  who 


WMle  it  will  make  Crown 
No.  1  in  packaging,  with 
more  than  $10  billion  in 

sales,  it  also  will  lift 
mgtu^   Crown's  total  debt 
^'W^  to  about  60%  of 
capital.  And  the 
merger  will 
""'^B  give  Compagnie 

Generate  d'ln- 
■^^m  dustrie  et  de 
^^^/m  Participations, 
^^^^  which  owns  32% 

of  CarnaudMetalbox, 
20%  of  Crown  and  three 
seats  on  the  combined  com- 
panies' board. 

Avery,  a  car  collector 
who  grew  up  on  Chicago's 
South  Side,  is  winning  ku- 
dos on  Wall  Street  for  the 
deal:  Crown's  stock,  trad- 
ing at  37^  on  Jan.  1, 
reached  47J4  on  May  23. 

By  Joseph  Weber 


had  been  involved  in  Cas- 
cade's $175  million  fi-aud-and- 
stock-manipulation  scheme. 
The  Boca  Raton  (Fla.)  retail- 
er collapsed  in  November, 
1991,  after  reports  surfaced 
that  it  operated  only  a  small 
fraction  of  the  319  fashion 
boutiques,  cosmetic  counters, 
and  retail  stores  that  it  had 
advertised.  Incendy  disap- 
peared and  is  now  a  fugitive. 
His  ex-wife,  Jeannette  In- 
cendy, was  an-ested  on  May 
23  outside  a  health  club  near 
Jupiter,  Fla. 

ETCETERA... 

■  John  Bogle  will  give  up  the 
top  job  at  Vanguard  Group  to 
President  John  Brennan. 

■  Maurice  Saatchi  made 
peace  with  Cordiant,  the  suc- 
cessor to  his  old  agency. 

■  Wall  Street  veteran  Joseph 
Perella  will  head  Morgan 
Stanley's  investment  banking. 

■  British  Airways  wrote  off 
half  of  its  ill-fated  $400  mil- 
lion investment  in  usAir. 


NEWT  JERKS 
LOBBYISTS'  PERKS 


THE  CITI NEVER 
LEVIES  AN  ATM  FEE 


THOSE  DEFLATED 
RUBBER  WORKERS 


You  can  never 
be  too  thin 


or 


too 


powerful. 


THE  DIGITAL 
HINOTE  ULTRA  NOTEBOOK 

The  pniblein  is,  most  notebook  computers 

.ireii't  .ill  that  thiii.Aiid  the  ones  th.it  arc 

thin  .iren't  remotely  powertiil.  Which  is 

why  the  Digit.il  H]N<ne  Ultr.i  notebook 

bonlers  on  the  iiiir.iciiloiis. 

It  i;ives  yoLi  .m  i486'" 

processor  .is  hist  as  75  MHz. 


It  gives  yon  a  341)  MB  hard  dru'c  and  up 
to  24  MIS  RAM.  It  gives  you  a  full-sized 
screen,  a  full-sized,  ergononiically  sculpted 
keyboard,  and  ,in  elegant  little  wedge  of  a 
floppy  drive  that  nestles  underneath,  out 
ot  your  wav.  Heck,  it  even  gives  you  a 
hthium  ion  battery  that  lasts  up  to  6  hours. 
All  in  a  package  that's,  amazingly,  about  tour 
pounds  and  one  inch  thick.  So  the  only 
thing  It  doesn't  give  you  is  a  backache. 

C:all  l-.S(l(l-l)I(;rrAL  for  information 
on  your  nearest  reseller. 


mm 


PC 


Vashin^ton  Outlook 


■TED  BY  OWEN  ULLMANN 


nil  SHAREHOLDER  RIGHTS  BE  TRAMPLED 
M  THE  RUSH  TOWARD  REFORM? 

Vhen  he  headed  the  American  Stock  Exchange,  Arthur 
Levitt  Jr.  slammed  lawyers  who  filed  ft-ivolous  share- 
holder lawsuits  to  force  companies  into  exorbitant  set- 
nents.  Now,  as  chairman  of  the  Securities  &  Exchange 
Timission,  Levitt  is  about  to  see  Congi'ess  stem  such  abus- 
So  why  isn't  he  cheering?  The  sec  chief  frets  that  an  over- 
lous  GOP  may  weaken  investor  protections. 
A^ith  securities-lawsuit  reform  i-ushing  through  Congress, 
ntt  is  working  behind  the  scenes  with  lawmakers,  legal  ex- 
ts,  and  business  gi'oups  to  shape  legislation  that  balances 
reholder  rights  with  company  interests.  His  goal:  ensuring 
bill  "won't  compromise  investor 
tection  and  market  efficiency." 
f  E  HARBOR."  That  won't  be  easy— 
n  the  SEC  is  divided.  General  Coun- 
Simon  M.  Lome  and  Commissioner 
ven  M.  H.  Wallman,  both  ex-corpo- 
;  lawyers,  advocate  aggi'essive  re- 
n.  But  agency  staffers  defend  class 
ons  as  valuable  adjuncts  to  their 
cing  efforts  and  say  minor  tinkeiing 
eeded.  "The  sec  is  like  a  large  Ital- 
family  at  the  dinner  table,"  says 
liam  R.  McLucas,  the  SEC's  enforce- 
it  director  "There's  a  lot  of  ai'gning, 
.greement,  and  debate." 

,e\itti  who  favors  a  middle-of-the-road  approach,  has  jaw- 
ed the  Senate  Banking  Committee  to  produce  a  compro- 
5  less  radical  than  the  House  overhaul,  which  passed  by  a 
ided  325-99  in  March.  The  Senate  bill,  likely  to  become 

eliminates  bounty  payments  that  lawyers  pay  investors 
I  agree  to  sue,  and  it  caps  attorneys'  fees.  It  also  gives 
panies  "safe  harbor"  ft-om  liability  for  making  business 
casts  that  don't  come  true — so  long  as  they  warn  that  pro- 
ions  are  speculative,  and  they  don't  engage  in  fraud, 
[igh-tech  companies  have  long  sought  a  safe-harbor  provi- 

because  they  have  volatile  stock  prices,  and  they  ai'e  con- 


LEVITT:  He  helped  temper  the  Senate  bill 


tinually  being  sued  when  they  miss  theii'  gi'owth  forecasts.  In 
9  out  of  10  cases,  they  settle  for  an  average  of  $8.6  million  to 
avoid  even  costlier  litigation.  "We  view  that  as  high-tech  ex- 
tortion," says  Kenneth  Glueck,  director  of  finance  policy  at  the 
American  Electronics  Assn. 

Levitt's  lobbying  helped  strip  fi'om  the  Senate  measure  a 
House  requirement  that  losers  pay  both  sides'  legal  fees. 
The  SEC  chief — backed  by  consumer  gi'oups — complained  that 
a  "loser  pays"  rule  would  scare  off  legitimate  suits.  And  the 
Senate  tiimmed  the  House's  safe-harbor  rule  by  Kmittng  it  to 
public  companies,  not  brokers  and  financial  institutions. 

But  coi-porate  interests  bested  Levitt 
elsewhere  in  the  compi-omise  bill,  spon- 
sored by  Banking  Committee  Chair- 
man Alfonse  M.  D'Amato  (R-N.  Y).  The 
legislation  lacks  two  items  the  sec  had 
urged  to  help  investors  recover  damag- 
es: a  longer  statute  of  limitations  and 
the  option  to  sue  accountants  and  out- 
siders who  assist  in  a  fraud. 

Not  surprisingly,  shareholders'  at- 
torneys are  livid  over  D'Amato's  bill. 
"It  makes  it  all  but  impossible  to  hold 
swindlere  accountable  for  fraud,"  fumes 
Jonathan  W.  Cuneo,  general  counsel  of 
the  National  Association  of  Securities  & 
Commercial  Law  Attorneys.  And  the  Consumer-  Federation  of 
America  says  the  refonns  essentially  give  companies  a  "li- 
cense to  lie"  about  their  prospects,  making  it  next  to  impos- 
sible to  file  even  the  strongest  cases. 

Still,  momentum  for  relief  from  what  Corporate  America 
calls  legal  shakedowns  appeai-s  unstoppable.  With  both  paities 
on  board,  a  bill  is  likely  to  arrive  on  President  Clinton's 
desk  by  summer.  Although  it  will  tilt  the  balance  toward 
corporations,  Clinton  may  be  forced  to  sign  it:  Given  the 
cun'ent  political  chmate,  it's  the  best  he  can  get. 

By  Michael  Schroeder 


CAPITAL  WRAPUP 


SSIN'  GEORGE 

Jeorge  Bush  gets  no  respect  from 
)  fellow  Republicans.  The  House 
P  voted  to  extinguish  his  Points  of 
?ht  Foundation  and  narrow  his 
san  Air  Act.  Curbing  the  Ameri- 
is  with  Disabilities  Act  to  ease  bur- 
as  on  business  is  next.  In  the  Sen- 

Phil  Gramm  raps  Bush  with  lines 
e,  "I  don't  want  to  be  the  'Educa- 
n  President,' "  and  "Don't  read  my 
s.  Read  my  record."  Bush's  top  de- 
ider?  Bill  Clinton,  who  lauds  him 

quitting  the  National  Rifle  Assn. 


TAX  PLAN  TOO  TAXING 

►House  Republicans  are  reviewing 
their  seven-year,  $350  billion  tax  cut 
to  make  it  easier  to  balance  the  bud- 
get by  2002.  One  idea  under  consider- 
ation: Dump  a  generous  depreciation 
plan  for  business  investment.  Another 
option  is  to  limit  the  $500  per  child 
tax  credit  to  families  earning  less 
than  $100,000— instead  of  $200,000  in 
the  current  bill — and  phase  out  the 
credit  after  just  three  years.  Those 
changes  would  reduce  the  House  bill's 
cost  by  more  than  $100  billion. 


CLINTON'S  DREAM  RIVAL 

►The  White  House  is  hoping  Newt 
Gingi'ich  catches  the  Presidential  bug 
during  a  June  9-12  tour  of  New 
Hampshire.  Why?  Because  polls  show 
President  Clinton  scores  better 
against  Gingrich  than  against  other 
Republicans.  Surveys  show  Clinton's 
ratings  are  higher  than  Gingrich's  in 
every  region,  even  in  the  Speaker's 
home  state  of  Georgia.  In  a  New  York 
State  poll,  Clinton  tops  Gingrich,  57% 
to  28%.  He  leads  Senate  Majority 
Leader  Bob  Dole  44%  to  41%. 


International  Business 


CHINA 


CHINAS 
NEW  ELITE 


They  survived 
Mao.  Now,  these 
superachievers 
may  reshape  China 

Chen  Xiaoyiie  was  19  years  old  the 
(lay  Red  Guai'ds  came  hunting  for 
"class  enemies"  at  Beijing's  Qing- 
hua  University.  It  was  1966,  the 
start  of  the  Cultural  Revolution,  and 
Chen's  father — a  professor  who  had 
taught  at  Harvard — was  a  prime  tar- 
get. Chen's  home  was  ransacked,  and 
his  family  was  scattered  to  different 
corners  of  China.  Chen  spent  10  years 
toiling  as  a  farmer  and  factoiy  worker 
in  remote  Shaanxi  province. 

It  was  the  seminal  experience  of  his 
life.  After  working  all  day,  he  spent 
nights  poring  over  old  textbooks  to 
teach  himself  math,  physics,  and  English. 
In  1977,  a  year  after  the  Cultural  Revo- 
lution finally  ended,  Chen  was  one  of 
the  few  peojjle  who  passed  the  fu'st  com- 
petitive university  entrance  exam  held 
in  a  decade.  Nearly  20  years  latei;  Chen 
is  leading  a  different  revolution  at  Qing- 
hua:  As  associate  dean  of  the  manage- 
ment school,  he  is  shaping  its  curriculum 
to  prepai'e  leaders  for  the  market  econ- 


The  Class  of '77 
Makes  Its  Mark 


omy.  "People  of  my  generation  will  play 
a  very  important  role  foi-  the  next  cen- 
tury," Chen  says.  "We  have  to  estab- 
hsh  a  new  business  culture." 

A  dynamic  new  elite  is  coming  to  the 
fore  in  China.  Its  members  stand  out 
from  both  the  older  generation  raised  on 
communist  glories  and  from  younger 
Chinese  exhorted  to  "get  rich."  This 
group  came  of  age  during  the  Cultural 
Revolution,  when  millions  of  teenagers 
became  Mao's  fanatic  Red  Guards.  In 
the  reigTi  of  terror  that  followed,  mil- 
lions of  Chinese  were  humiliated,  beat- 
en, and  murdered.  Then,  Mao  banished 
17  milHon  teenagers  to  the  countryside, 
closing  their  schools  and  denying  them 
education  beyond  communist  propagan- 
da. They  became  known  as  the  "lost 
generation,"  a  waste  of  talent  that  hob- 
bles China  to  this  day. 
WARY.  A  select  gToup  has  managed  to 
make  up  for  lost  time.  Call  it  the  Class 
of  '77.  Its  members  were  the  fii-st  stu- 
dents after  the  Cultural  Revolution  to 
gain  entiy  to  universities  on  the  basis  of 
competitive  exams  I'ather  than  political 
connections.  Out  of  12  million  applicants 
for  China's  top  universities  in  1977  and 
1978,  they  were  the  5%  who  earned  top 
scores.  Many  went  on  to  earn  master's 
degrees  and  PhDs  in  the  West.  Now, 
the  Class  of  '77 — soj^liisticated  and  waiy 
of  rigid  ideology — is  making  an  impact 
on  eveiy  aspect  of  Cliinese  society,  fi-om 


business  to  government  to  the  ar. 
They  are  by  no  means  a  monolit 
group.  Highly  independent,  they  h( 
widely  varying  opinions  on  such  issi 
as  political  and  economic  reforms.  I 
most  want  a  China  that  is  more  open 
the  outside  world,  tolerates  gi-eater 
bate,  is  driven  by  the  private  sect 
and  is  run  by  modern  institutions  s 
the  rule  of  law.  While  a  more  libe 
China  is  a  long-term  goal,  some  si 


mors  of  the  Cultural  Revolution  who  entered  China's  best  schools  in 
late  1970s  make  up  the  Class  of  '77,  an  elite  group  that  is  becoming 
re  powerful  as  the  country  enters  the  post-Deng  era 


►  Haying  risen  largely  on  merit  rather  than  family  ties, 
the  '77ers  represent  some  of  China's  brightest  minds 

►  They  have  built  up  extensive  personal  networks  based 
on  friendships  during  the  Cultural  Revolution 

►  After  studying  and  working  overseas,  '77ers  are  more 
open  to  Western  ideas  and  less  bound  by  communist  ideol- 
ogy than  the  older  genera  ion  of  leaders 


►  They  fill  key  positions  in  the  government,  universitiei 
and  think  tanks,  and  their  help  will  be  vital  to  whoever  wi: 
the  power  struggle  after  Deng 

►  State-run  enterprises  and  Western  multinationals  alik 
rely  on  '77ers  to  run  many  operations  in  China 

►  They  want  the  government  to  tolerate  criticism,  boos^ 
the  private  sector,  and  encourage  the  rule  of  law 
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;  a  government  run  by  pragmatic 
inocrats.  Above  all,  members  of  the 
5S  of  '77  believe  they  are  the  most 
lified  to  lead  China,  by  virtue  of 
r  experience  with  rural  poverty  and 
;tern  society.  With  Deng  Xiaoping 
!•  death  and  doddering  Communist 
:y  cai'eer  men  fading  from  the  scene, 
ibers  of  the  Class  of  '77  are  prepar- 
to  take  the  reins. 

hey  will  be  able  to  tap  into  a  tre- 
,dous  network.  Alumni  are  every- 
re,  from  the  upper  management  of 
e-owned  companies  to  the  Asian 
s  of  multinationals  such  as  Kraft 
is  International  and  Goldman,  Sachs 
0.  They're  pioneers  in  private  enter- 
2,  capital  markets,  and  legal  reform, 
y  hold  prominent  posts  in  Chinese 
ersities.  Tens  of  thousands  are  at 

levels  in  China's  massive  bureau- 
y.  The  '77ers  "are  the  most  impres- 

people  I've  ever  met,"  says  China 
3rt  Kenneth  G.  Lieberthal  of  the 
/ersity  of  Michigan. 
3  be  sure,  the  Class  of  '77  isn't  the 


only  influential  gToup  of  fortysomethings 
in  China.  Far  more  powerful  are  the 
"princelings" — sons  and  daughtei-s  of  top 
Communist  officials.  Many  also  did  time 
in  the  countryside,  but  they  advanced 
through  patronage  and  nepotism. 

They  and  others  among  Beijing's 
leaders  view  the  Class  of  '77  with  some 
suspicion.  The  class  dominated  the  eco- 
nomic and  political  think  tanks  that  in- 
fluenced policymaking  under  reformist 
party  boss  Zhao  Ziyang,  purged  after 
Tiananmen.  Many  Zhao  advisers  sup- 
ported the  students  and  subsecjuently 
scattered  into  the  private  sector  or  to 
overseas  universities  after  the  massacre. 
SELF-RESPECT.  As  a  result.  Communist 
eklers  may  take  moves  to  slow  the  Class 
of  '77's  advancement  into  sensitive  top- 
level  jobs.  "The  leaders  do  not  tnist  our 
generation,"  says  an  economist  who  had 
been  a  Zhao  adviser.  'We  have  too  much 
self-respect  to  kowtow  to  them."  This 
generation,  however,  will  not  be  easily 
marginalized.  For  starters,  they'i-e  veiy 
much  in  vogiie.  Recently,  novels,  TV  se- 


THE  WAY  THEY  WERE 

From  '66-76,  millions 
of  teens  were  denied 
education  beyond 
propaganda.  Many 
have  now  caught  up 

ries,  and  theme  restau- 
rants have  been  devoted 
to  the  experiences  of  the 
laosanjie,  or  "old  three 
classes" — those  who  would 
have  gi-aduated  ft-om  high 
school  during  the  first 
three  years  of  the  Cultiu'- 
al  Revolution. 

More  important,  the 
Class  of  '77  has  a  pivotal 
role  in  the  economy.  The 
drive  to  develop  capital 
markets,  monetaiy  policy, 
and  a  commercial-banking 
system  largely  is  the 
work  of  '77ers.  They  hold 
directorships  in  the  Fi- 
nance Ministry  and  State 
Planning  Commission. 
The  China  Securities 
Regulatory  Commission 
has  at  least  five  '77ei's  in 
top  positions,  including 
chief  legal  counsel  Gao 
Xiqing,  a  former  Duke 
University  professor  who 
worked  in  a  munitions 
factory  in  the  Cultural 
Revolution.  Gao  left  a 
high-paying  job  at  a  Wall 
Street  law  fii'm  in  1988  to  take  his  pre- 
sent post. 

Some  of  this  generation's  most  gifted 
members  serve  as  a  bridge  between 
Wall  Street  and  China's  state  sector. 
Shan  Weijian,  based  in  Hong  Kong  as 
J.  R  Moi-gan  &  Co.'s  vice-president  for 
China,  toiled  sLx  yeai-s  in  Innei'  Mongolia 
as  a  farmer,  horse  I'ancher,  mason,  and 
"bai'efoot  doctor" — a  nu-al  physician  with 
no  formal  medical  training.  He  went  on 
to  earn  a  PhD  in  the  U.  S.,  work  at  the 
World  Bank,  and  teach  at  the  University 
of  Pennsylvania's  Wharton  School  be- 
fore moving  to  J.  P.  Mor-gan. 

Cliina's  pr-ogress  in  building  a  modem 
legal  system  also  depends  largely  on 
'77ers.  At  40,  Wang  Yun  is  a  judge  in 
the  Supi-eme  Court's  commercial  divi- 
sion, whei'e  she  handles  cases  on  con- 
tracts, bankruptcy,  and  banking.  Wang 
enter-ed  college  in  1979,  after  wor-king  in 
a  dyeing  plant  for-  seven  years.  Her  sen- 
iors had  only  orthodox  commurrist  train- 
ing in  school,  but  Wang  and  her  class- 
mates studied  works  by  such  Western 
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theorists  as  Locke,  Montesquieu,  and 
Rousseau.  "My  generation  learned  more 
in  law  school,"  says  Wang,  who  is  a  vis- 
iting scholar  at  Columbia  University. 

Since  this  group  suffered  so  much 
during  the  Cultural  Revolution,  it  is  de- 
termined to  build  a  sound  legal  system. 
"The  Cultural  Revolution  was  lawless," 
recalls  Wang  Xinan,  director  of  the  legal 


department  in  the  Ministry  of  Machine- 
Building  Industry,  who  spent  six  years 
on  a  farm  and  at  factories  in  Gansu 
province.  "My  generation  paid  a  high 
price,  and  we  don't  want  later  genera- 
tions to  have  to  as  well."  Wang  is  help- ' 
ing  state  enterprises  develop  legal  skills 
so  they  can  appeal  to  the  courts  rather 
than  the  ministry  to  solve  pr'oblems. 


The  Class  of  77  will  have  its  mc 
lasting  imprint  on  education.  Ch 
Zhangliang,  who  heads  the  biology  c 
partment  at  Beijing  University,  says  ] 
br*ethr-en  occupy  top  academic  posts.  ' 
you  look  at  every  institute  and  univers 
you  will  see  over  half  are  from  this  g( 
eration,"  he  says.  Academics  r-etumi 
from  the  U.  S.  are  also  revitalizing  e 
nomics  cour-ses.  "We  must  totally  char 
the  system,"  says  Hai  Wen,  one  of  f 
U.  S.-tr-ained  economists  from  the  Class 
77  who  started  Beijing  Univer*sity's  C 
na  Center  for  Economic  Research. 

The  Class  of  77  is  well-represented 
the  business  world,  r-unning  proper 
mar-keting,  and  financial  companies. 
Xiaohua,  who  spent  six  year's  as  a  hor 
cart  driver  in  Heilongjiang  pro^/ince,  c 
ated  Beijing-based  property-and-indi 
trial  concern  Huada  Investment  Groi 
The  founders  of  Beijing  property  gro 
Vantone  Industry  Cor-p.  and  compui 
pioneer  Stone  Group  are  also  77ers. 
BUSTED  TRUST.  This  generation  of  ex( 
may  become  a  factor  in  pohtics.  Ma 
remain  bitter  about  the  Cultur'al  Re^ 
lution.  An  official  at  a  Guangdong  ho 
company  says  he  has  "never  trusted  t 
Party"  since  1967,  when  as  a  R 
Guarxl,  he  was  branded  a  rightist  a 
beaten  after  a  different  faction  in  Bmi 
jing  took  over  the  movement.  Somed 
"we  win  fight  for  our  political  rights," 
says.  "This  will  transfor-m  China." 

That  time  hasn't  come  yet.  As  lead( 
jostle  for  power  in  the  post-Deng  e 
political  reform  is  in  the  deep  free 
and  the  pace  of  economic  reform  l 
slowed.  Many  '77ers  regard  Preside 
Jiang  Zemin  and  Pr-emier  Li  Peng 
temporary  leaders  at  best.  Next  in  li 
ar"e  party  veter-ans  in  their  50s,  educ 
ed  befor-e  the  Cultural  Revolution.  Th 
occupy  most  ministerial  posts,  provin( 
govemorships,  and  the  top  jobs  at  Q 
na's  biggest  state-owned  companies.  I 
with  age  limits  being  enforced  in  m( 
goverTiment  jobs — a  key  reform  unci' 
Deng — most  of  this  group  will  ' 
pushed  into  r-etirement  within  a  deea. 

That  opens  the  way  for  the  Class  f 
'77.  Having  suffer-ed  through  Maoist  - 
naticism,  '77er-s  har-bor  no  illusions  ab( 
sudden  transfornnations  of  Chinese  sc 
ety.  If  nothing  else,  the  Cultural  Revc- 
tion  "taught  that  in  China,  politil 
changes  are  dangerous,  unstable,  ai 
unpr-edictable,"  says  Ding  Xueliangi 
'77er-  who  is  now  a  political  science  p'- 
fessor  at  Hong  Kong  University  of  i- 
ence  &  Technology. 

That  hasn't  stopped  some  of  thi 
from  pressing  for  political  refori, 
though.  Members  of  the  '77  general! 
played  a  leading  r-ole  in  recent  men  s 


LU  MiNG  ★  DEALMAKER 


A  NETWORK  FORGED  FROM  PAIN 


As  he  tr-avels  across  China,  Lu 
Ming,  Gr-eater  China  develop- 
ment dir-ector  for  Kraft  Foods 
International,  often  meets  fellow 
members  of  the  Class  of  '77.  To 
break  the  ice,  he  finds  out  where 
they  were  during  the  Cultural  Rev- 
olution. "Even  if  I  didn't  know  him," 
says  Lu,  "if  he  has  a  similar  back- 
ground, we  can  quickly  establish  a 
rapport." 

Like  so  many  others  of  his  gener- 
ation, Lu,  37,  endured  tr-emendous 
hardship  in  the  Cultural  Revolution. 
His  father',  a  philosophy  professor, 
was  sent  to  a  labor  camp  and  killed. 
With  his  mother  and  sister,  the 
young  Lu  left  home  in  the  central 
city  of  Wuhan  and  went  to  wor'k  in 
the  countryside.  He  toiled  16-hour 
days  in  the  fields  yet  still  found 
time  to  study  at  night.  In  1977,  Lu 
passed  the  new  university  exams 
and  entered  an  engineering  institute 
in  Wuhan.  After  his  gr'aduation  in 
1982,  the  government  sent  him  to 


Leuven  University  in  Belgium  to 
get  a  master's  degree  in  business. 

He  r'eturned  to  state-owned  China 
International  Trust  &  Investment 
Corp.  (ciTic),  managing  its  exten- 
sive investments  in  resources  and 
building  materials  in  1985.  He  then 
ran  ciTic's  $100  million  steel  mill  in 
Claymont,  Del.  That's  where  Kraft 
discovered  him  in  1993.  Now,  as  the 
company's  Hong  Kong-based  busi- 
ness-development manager,  Lu  ne- 
gotiates joint  ventur-es  in  China, 
where  Kr-aft  already  produces  pow- 
dered drinks,  dairy  products,  and  in- 
stant coffee. 

Through  alumni  of  the  Class  of 
'77,  Lu  has  gained  insights  into  key 
political  and  business  figures.  "My 
gener'ation  has  reached  a  very  high 
level  in  many  companies,"  he  says. 
"I  know  their  motivation  very 
well."  In  a  country  where  connec- 
tions are  all-important,  the  Class  of 
'77  is  fast  becoming  the  ultimate 
network. 
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SHEN  YUANYUAN  *  LAW  PROFESSOR 


TEACHING  AS  A  TWO-WAY  STREET 


It  was  a  far  cry  from  the 
typical  Chinese  class- 
room. Shen  Yuanyuan, 
B8,  a  Harvard  University 
Law  School  graduate  and 
former  student  and  pro- 
fessor at  People's  Univer- 
sity in  Beijing,  tried  out 
tier  new  American  teach- 
ing style  at  her  Chinese 
ilma  mater  when  she  re- 
;urned  there  in  1993  to 
ecture  on  international 
aw. 

Shen  asked  her  students 
;o  conduct  negotiations, 
mite  contracts,  and  answer 
ler  questions.  That  sur- 
prised many  of  them.  Why?  In  Chinese 
iniversities,  "usually  the  teacher  gives 
rou  the  whole  system,  one-two-three- 
bur,"  says  Shen. 


Exposing  students  to  the  American 
approach  is  Shen's  way  of  repaying 
her  debt  to  People's  University.  Shen 
maintains  close  ties  with  her  old 


school,  which  sent  her  to  Harvard  in 
1988.  Three  days  before  her  gradua- 
tion, troops  rolled  into  Tiananmen 
Square.  Shen  quickly  arranged  to  stay 
in  the  U.  S.,  entering  graduate  school 
at  the  University  of  Wisconsin. 

Now  working  on  her  PhD  on  the 
sociology  of  law,  she  lives  in  Cam- 
bridge, Mass.,  vdth  her  husband,  a 
Harvard  law  professor,  and  two  chil- 
dren. But  she  tries  to  go  back  to  Bei- 
jing every  year.  "I  feel  I  have  some 
moral  obligation  to  give  them  what  I 
have  learned  in  the  U.  S.,"  she  says. 

Like  many  members  of  the  Class  of 
77  who  have  studied  in  the  West, 
Shen  has  developed  ideas  about  per- 
sonal freedom  that  might  displease 
some  Party  elders.  "Individualism 
isn't  perfect,"  she  says.  "However,  for 
China  at  this  stage,  it's  quite  useful." 
With  that  in  mind,  Shen  is  writing 
her  dissertation  on  consumer  protec- 
tion in  China.  As  fraud  explodes  in 
the  market  economy,  a  grassroots  con- 
sumer movement  is  stirring.  From 
both  sides  of  the  Pacific,  she  hopes  to 
chronicle  its  grovd:h. 


Chinese  intellectuals  sent  petitions 
the  government  calling  for  change.  If 
5  group  is  viewed  as  too  threaten- 
,  it  could  be  bypassed  for  top  posi- 
is  in  the  future.  "They  are  hot  pota- 
s,"  says  Robin  Munro,  Hong  Kong 
3Ctor  of  Human  Rights  Watch/Asia. 
But  there's  no  guarantee  that  young- 
generations  will  be  any  more  sub- 
sive.  Educated  Chinese  in  their  20s 
1  early  30s  take  the  Communist  Par- 
even  less  seriously.  "They  sneer  at 


For  young  technocrats  such  as 
Weng  Xianding,  China's  compli- 
cated politics  after  June,  1989, 
rompted  worries  about  whether  gov- 
rnment  work  was  for  them.  Doubt- 
ig  he  could  make  a  major  impact  as 
Beijing  bureaucrat,  Weng — a  rising 
:  :ar  at  the  State  Planning  Commis- 
I  on — joined  the  exodus  of  govem- 
!  lent  officials  into  business, 
i  Now,  he  runs  an  ambitious  $120 
!  lillion  investment  company  in  fast- 
I  iced  Shenzhen,  the  economic  zone 
!  Jar  Hong  Kong.  Among  the  projects 
'  his  China  New  Industries  Invest- 
'  ;ent  Co.;  a  futures-and-commodities 
•ading  firm,  a  clinic  to  treat  near- 
ghtedness  vdth  lasers,  a  raft  of 

I  


everj1:hing,"  says  Stanley  Rosen,  a  polit- 
ical science  professor  at  the  University 
of  Southern  California.  Because  the 
'77ers  possess  the  skills  needed  to  run 
bureaucratic  machinery  and  formulate 
policy,  whatever  faction  is  in  control  vnll 
need  to  rely  on  this  generation.  Any 
leader  "will  have  to  solve  society's  prob- 
lems," says  a  '77er  who  was  a  Zhao  ad- 
viser. "He  will  need  us  to  do  that." 

As  the  older  bosses  viciously  straggle 
for  power  in  Deng's  wake,  expect  the 


high-tech  startups,  a  major  office 
complex,  and  a  sports  club  with  rac- 
quetball  courts  and  bowling  lanes. 

Weng  relied  on  his  Class  of  '77  con- 
tacts to  build  the  group.  After  work- 
ing at  a  brick  factoiy  in  Henan  prov- 
ince, Weng  scored  so  well  on  the  1978 
university  entrance  exam  that  he  was 
admitted  into  the  master's  program  at 
the  Chinese  Academy  of  Social  Sci- 
ences, then  a  hotbed  of  reformist  eco- 
nomic theory.  There,  he  met  students 
who  would  later  attain  government 
positions.  After  getting  a  master's  de- 
gree in  banking  and  finance  in  Milan, 
Italy,  Weng  set  up  New  China  Indus- 
tries. Its  17  shareholders  include  pro- 
vincial governments  from  around  Chi- 


Class  of  '77  therefore  to  wait  its  turn. 
Meanwhile,  it  will  likely  try  to  change 
the  system  quietly  from  within,  gi-adual- 
ly  strengthening  the  institutions  requii'ed 
for  a  civil  society.  If  China  can  get 
thi'ough  another  decade  without  major 
upheaval,  it  could  stall  to  resemble  the 
modem  economic  power  so  many  await — 
thanks  in  large  part  to  the  Class  of  1977. 

By  Pete  Engardio  in  Beijing,  with 
Dexter  Roberts  in  Hong  Kong  and 
Bruce  Einhom  in  New  York 


na  and  his  old  employer,  the  State 
Planning  Commission. 

Over  time,  Weng  beheves  the  busi- 
ness sector  will  become  a  major  cata- 
lyst for  change  in  Chinese  society.  By 
turning  New  China  Industries  Invest- 
ment into  a  major  financial-services 
company,  he  plans  to  play  a  big  part. 


WENG  XIANDING  ENTREPRENEUR 

FROM  TECHNOCRAT  TO  TYCOON 
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THE  JAPANESE  HAVE 

A  NEW  THIRST  FOR  IMPORTS 

But  the  surge  won't  do  much  to  trim  the  surplus  with  the  U.  S. 


Cruising  through  the  opulent,  mar- 
bled Tokyo  branch  of  Barneys  New 
York,  Keiko  Saijo  exults  in  the  bai-- 
gains.  She  has  just  picked  out  an  im- 
ported di'ess  shiit  that's  going  for  16,000 
yen  ($184),  down  25%  ft-om  the  last  time 
she  looked.  "The  prices  are  really  com- 
ing down,  and  the  choice  of  products  is 
getting  much  better,"  says  the  twenty- 
something  office  temp.  She  bubbles  on 
about  how  cosmetics  ft-om  Chanel  and 
Chri.stian  Dior  are  getting  cheaper,  too. 

Saijo,  along  with  most  Japanese  con- 
sumers, is  taking  advantage  of  the  high 
yen,  or  endaka.  The  cun'ency's  rise — 
about  20%  over  the  past  year — means 
many  imports  are  getting  cheaper,  en- 
couraging Japanese  to  buy  more  of  them 
than  ever.  And  as  Japan's  exports  are 
increasingly  expensive  and  hard  to  sell, 
the  countiy's  stubbornly  high  trade  sur- 
plus vdth  the  rest  of  the  world  is  declin- 
ing for  the  fii'st  time  in  years. 

Few  non-Japanese  have  noticed  this 
decline,  however,  because  Japan's  sur- 
plus, expressed  in  dollars,  has  barely 
budged.  In  April,  it  was  down  by  2% 
from  a  year  earlier.  But  in  yen  tenns, 
the  surplus  declined  by  20%.  The  vol- 
ume of  imports  also  surged  by  18%. 
"There  clearly  has  been  an  underlying 
structural  change,"  says  Geoffrey  Bai'k- 


er,  head  of  research  at  Smith  New 
Court  Securities  (Japan)  Ltd. 

Problem  is,  these  positive  signs  don't 
spell  relief  for  U.S.-Japan  tensions.  U.S. 
exports  to  Japan  grew  at  about  16%  in 
the  first  quarter,  but  Japan's  exports 
are  much  lai'ger  and  grew  at  about  10% 
for  the  same  period,  according  to  the 
U.S.  Commerce  Dept.  That  means  the 
$66  bilhon  U.S.  trade  deficit  with  Ja- 
pan may  barely  budge  this  year.  "A 
small  acceleration  of  imports  to  Japan 
isn't  going  to  do  the  trick,"  says  Lany 
Chimeiine  of  the  Washington-based  Eco- 
nomic Strategy  Institute.  "You  gotta 
have  big  changes  to  reduce  the  deficit." 


KODAK'S  COMPLAINT:  It  says  "anti- 
competitive practices"  hurt  sales 
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Reflecting  its  continuing  frustrati 
Wasliington  looks  ready  to  impose  10< 
tariffs  on  Japanese  luxury  cars  in  Ju 
in  retaliation  for  Japan's  refusal  to  f 
thej-  open  its  car  and  cai-parts  marke 
Eastman  Kodak  Co.  on  May  18  pt 
tioned  Washington  to  investigate  a 
remedy  "decades  of  anticompetiti 
trade  practices  in  the  Japanese  mai'k 
for  photographic  film  and  paper,  A 
U.S.  negotiators  are  threatening  sa: 
tions  in  an  aviation  dispute  as  well 
ASIAN  FACTOR.  One  reason  trade  ti 
sions  have  not  eased:  Of  the  increas 
U.S.  exports  to  Japan,  a  high  perce 
age  are  "reverse  exports" — produi 
made  by  Japanese  companies  in  t 
U.S.  and  shipped  to  affiliates  b 
home.  Toyota  Motor  Corp.  says  its  p 
chase  of  U.  S.  auto  paits  for  assembly 
Japan  increased  fi'om  $1.1  billion  in  IJ 
to  $1.5  billion  in  1994  but  won't  discl( 
what  percentage  came  from  affiliat 
Moreover,  many  U.S.  exports  to  Jaf 
are  still  handled  by  Mitsui  Co.,  Mitsu 
shi  Corp.,  and  other  large  trading  cc 
panies.  The  Japanese  "are  going  to  hi 
to  source  more  from  abroad,  but  fr 
whom?"  says  Mark  Mason,  a  Japan 
pert  at  Yale  University's  School  of  ( 
ganization  &  Management.  "Increasii 
ly  it  seems  it  will  be  from  their  i 
operations  that  have  moved  abroad 

Then  there's  the  Asian  factor.  1 
fleeting  Japan's  deepening  ties  with 
neighbors,  exports  from  12  Asian 
tions  to  Japan  are  growing  more  ti 
twice  as  fast  as  U.S.  exports,  accord 
to  DRi/McGraw-Hill.  The  Asians  also 
reaping  bigger  gains  in  selling  mai 
factured  goods. 

That's  why  the  Americans  are  pu 
ing  to  sell  more  sophisticated  prodm 
Rather  than  exporting  raw  lumber, 
example,  the  emphasis  is  on  housi 
Last  yeai;  sales  of  foreign  "kit"  and  p 
fab  houses  in  Japan  doubled  to  3 

...AND  ITS  NEIGHBORS 
STAND  TO  GAIN  THE  MOST 


•Japan's  exports  to  the  U.S.  also  continue  to 
grow,  making  it  unlikely  the  $66  billion  surplus 
will  decline  significantly 

•Asian  countries  are  getting  a  bigger  rate  of 
increase  of  sales  in  Japan  than  the  U.  S. 

•  Many  of  Japan's  imports  from  the  U.  S.  are 
from  affiliated  subsidiaries,  not  American- 
owned  exporters 


52  BUSINESS  WE;EK  /  JUNE  5,  1995 


tress  can 


cause  increased  blood 
I     pressure,  tensed  muscles 
V    and  sharply  accelerated 
breathing  rates. 


)f  course,  if  you're  thinking  of  moving  to 
client/server,  yon  already  knew  that. 

Can  you  move  your  business  to  client /server  without  suffering  from  negative 
side  effects?  We  think  so.  In  fact,  with  J.D.  Edwards  enterprise  business  software, 

the  switch  can  be  surprisingly  pleasant.  Instead  of  rushing  headlong  into  an 
environment  you  may  not  be  ready  for,  you  make  the  move  step  by  step,  at  a  pace 
you  find  comfortable.  To  find  out  how  J.D.  Edwards  client/server  software  can  help 
your  business,  relax,  take  a  deep  breath,  and  call  us  at  1-800-727-5333,  ext.  103. 


JDEdwards 


Software    For    A    Changing     W  o  r  l  d 


International  Business 


and  should  reach  5,000  this  year,  worth 
roughly  $60  million.  Half  of  those  will 
come  from  the  U.S. 

Overall,  demand  for  imports  has 
sui-ged  most  noticeably  for  chemicals, 
fabricated  metals,  machinery,  apparel, 
and  cai-s,  according  to  the  Japanese  gov- 
ernment. Through  April,  sales  of  im- 
ported cars  soared  by  42%,  to  111,744. 
That's  still  pretty  paltry  in  a  market  of 
more  than  6  million  cars  a  year,  and  al- 
most 27%  of  the  imports  were  Japanese 
makes.  But  there's  no  doubt  that  foreign 
cars  eat  less  dust  than  they  used  to. 
PC  DIVIDEND.  Also  catching  on  with  the 
Japanese  are  Amencan  personal  com- 
puters. Their  market  share  has  grown 
during  the  past  year  by  about  10  per- 
centage points  and  now  stands  at  35% 
to  40%,  says  Frank  Sanda,  president  of 
Apple  Japan  Inc.:  "The  demand  is  over- 
whelming. We're  growing  at  30%-  year 
on  year  and  now  have  better  than  a 
20%  market  share,  which  is  double  what 
we  have  in  the  U.S."  But  unfortunately 
for  the  U.S.  trade  deficit,  Apple's  com- 
puters are  assembled  in  Singapore. 

PCs  aside,  much  of  Japan's  appetite  is 
for  less  sophisticated  goods  such  as  im- 
ported beer,  food,  and  compact  disks. 
ForeigTi  beer  tripled  in  market  share 
last  year,  to  6%.  Selling  at  $2.30  or  less 
per  8-ounce  can,  imports  have  forced 
the  price  of  Japanese  bi'ews  down  to 
$3.05  from  $3.33. 

Despite  bad  weather,  food  stores  have 
managed  to  hold  vegetable  prices  and 
profits  steady  by  turning  aggi'essively  to 
imports  made  cheaper  by  the  currency 
shift.  Vegetable  imports,  for  example, 
ai-e  gi-owing  rapidly. 

While  fixing  dinner,  Japanese  can  hs- 
ten  to  cheaper  CDs,  thanks  to  endaka- 
linked  price-chopping  by  Towei'  Recoi'ds 
Inc.,  the  U.S.-based  chain  that  operates 
23  stores  in  Japan.  On  Apr  8,  Tower 
slashed  its  prices  by  more  than  10%-  for 
chart-topping  CD  imports.  "Our  custom- 
ers are  very  happy,"  says  Marketing 
Manager  Shinichi  Fujisaki.  The  result: 
Tower's  CD  sales  volume  has  leapt  by 
15%',  he  says. 

Ever  since  the  Plaza  Accord  of  1985, 
which  brought  a  di-amatic  surge  in  the 
yen,  Washington  has  counted  on  endaka 
to  help  I'educe  Jaj^an's  global  trade  sur- 
pluses and  ease  access  to  its  markets. 
Until  recently,  that  expectation  has  been 
unfulfilled.  Now,  evidence  suggests  the 
yen  may  have  finally  climbed  high 
enough  to  make  a  difference.  The  bitter 
irony  is  that  it  may  be  too  little,  too 
late  to  head  off  trade  brinksmanship 
across  the  Pacific. 

By  Robert  Neff,  urith  Brian  Bremner 
and  Edith  Updike,  in  Tokyo 


FRANCE 


LIBERTE,  EGAUTE,  FRUGALITE: 
FRANCE'S  NEW  FINANCE  CHIEF 

In  a  moderate  Cabinet,  Alain  Madelin  is  a  maverick 


As  ideas  pour  from  his  hyperactive 
brain,  Alain  Madelin  sounds  like  an 
intellectual  godchild  of  Margaret 
Thatcher  or  Ronald  Reagan.  He  hates 
big  government,  worships  free  mai'kets, 
and  thinks  taxes  should  be  cut  to 
the  bone.  So  how — nom  de  Dieu — did 
Madelin  become  economic  czai'  of  France, 
that  stronghold  of  protectionism? 

In  a  reassuringly  moderate  Cabinet, 
named  on  May  18  by  newly  elected 
President  Jacques  Chii'ac,  Madelin,  49,  is 
the  maverick.  His  post  as  Finance  & 
Economy    Minister    is  traditionally 


TOUGH 


Madelin  faces  a 
public  that's  not  ready  for 
Thatcherism.  He  may  well 
clash  with  Premier  Juppe 


France's  most  powerful  after-  the  Prime 
Minister,  Alain  Juppe.  Given  Madelin's 
combative  personality,  many  think  he 
may  work  even  bigger  changes  on  a 
rigid  economic  system  than  Juppe. 
"Madelin  repr*esents  innovation,"  says 
Chr-istopher  Potts,  chief  economist  at 
Chevreux  De  Vir-ieu,  a  Paris  broker-age 
house. 

As  Industr-y  Minister  in  1986-88, 
Madelin  trimmed  his  own  budget  with- 
out being  asked  and  even  floated  the 
idea  of  abolishing  his  ministry.  He  also 
slashed  aid  to  ailing  companies,  letting  a 
shipyar-d  close  rather  than  pr'op  it  up 
with  tax  funds.  "Protectionism,"  Madelin 
argues,  "dissuades  companies  from  im- 


proving their  products"  and  "pr-odu( 
rising  unemployment." 

For  Fr-ance,  that's  revolutionary 
and  Madelin  faces  a  fight  with  a  put 
that's  not  ready  for  Thatcherism.  Ma 
think  he'll  also  clash  with  Juppe,  a  c 
sensus  politician.  Labor  unions  are 
ready  challenging  his  first  planned 
vatization — of  steelmaker  Usinor  Saci 
It  will  be  far  tougher  to  sell  off  put 
services  such  as  France  Telecom.  Mi 
Chfrac  backers  also  think  the  Presidi 
should  loosen  the  franc's  rigid  link 
the  Ger-man  mark,  to  cut  interest  ra 
and  create  jobs.  That 
Madelin's  view  two  years  a 
Now,  he  defends  le  franc  foH, 
guing  Fr-ance's  economic  fun 
mentals  are  strong  enough  to  s 
port  the  policy. 

MINIMUM  WAGER.  Son  of  a  Cc 

munist  auto  worker,  Madelin 
dr-awn  toward  the  opposite  car 
As  a  young  man,  he  founded 
far'-right  Occident  group  i 
fought  leftists  in  the  streets  d 
ing  Fr-ance's  1968  student  rev 
He  turned  more  moderate  in 
1970s.  A  lawyer  by  traini 
Madelin  loves  to  quote  two  gurfc 
free-market  economists  Miltn 
Friedman  and  Friedrich  A.  \ 
Hayek. 

Yet  Friedman  wouldn't  like 
of  Madelin's  ideas.  Claiming  s;\ 
pathy  with  the  working  ci; 
because  of  his  humble  origi  . 
Madelin  backs  the  monthly  sul- 
dies  of  $400  per  worker  that  C 
rac  plans  to  pay  companies  that  h 
the  har-d-core  unemployed.  He  applai^ 
a  major  hike  in  the  minimum  wa 
announced  by  Juppe  on  May  23,  wh 
many  economists  think  will  hamper 
cr-eation. 

Juppe's  speech  quickly  hmt  the  fi~^ ' 
with  tr-aders  wondering  how  the  g 
er-nment  will  pay  for  these  initiati\ 
The  nexl  day,  Madelin  assured  repoii 
that  Chirac  would  cut  the  deficit  ; 
support  the  curr-ency,  without  offer 
any  details.  Madelin  can  only  dispel 
imcertainty  about  the  government's  p- 
gr-am  by  proving  he  has  the  courage! 
his  fr-ugal,  ft-ee-mar-ket  convictions. 

By  Stewart  Toy  in 
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fevphitionizing  an  industry  happens 
)nce  in  a  lifetime.  Okay,  maybe  twice. 


UJ  hen  the  world  asked  for  color, 
l\  Canon  responded  with  the 
/olutionary  Color  Laser  Copier, 
'day  Canon  is  answering  your  color 
;ds  with  another  visionary  advance- 
i  Canon  Color  Laser  Copier  800 
d  700  color  solutions. 
This  extraordinary  breed  of 
)iers  produces  images  so  sharp,  so 
id,  they're  virtually  indistinguish- 
le  from  the  original.  And  Canon 
)iers  are  highly  productive,  too. 
They  make  a  swift  seven  full- 
)r  copies  per  minute.  Auto-feed  OHP 
nsparencies  efficiendy  by  cassette. 


Copy  onto  card  stock.  Make  multi- 
page  documents  effortlessly  with 
the  optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color 
Laser  Copier  800  is  the  first  color 
copier  ever  to  offer  Auto  Duplexing 
for  automatic  two-sided  copies. 

You  can  also  transform  these 
exceptional  color  copiers  into  ultra- 
fast,  full-color,  plain  paper  printers 
with  optional  print  controllers  and 
Intelligent  Processing  Units  (IPUs), 
so  you  can  make  brilliant  color 
output  direcdy  from  your  computer 
or  network. 


COLOR  LASER  COPIER  BOO 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 


''M  jiion  U.S.A.,  Inc. 


Come  see  Ihe  Canon  Greater 
Hartford  Open  Golf 
Tournament  June  22   25  or 
w^Irfi  It  nn  CRC;  r  hme  OA  .  O^t 


Canon 


^\  docs  everything  your  workslation  isn't  powerful 
enough  to  do.  Ever\'thing  \'ou  always  wanted  to  do, 
if  only  you  had  the  hardware  And  does  it  at  a 
Iraetion  of  the  cost  of  a  traditional  supercomputer. 

It's  the  new,  affordable  CR;\y  |90,  with  prices 
starting  at  $223,000  ani.1  perlorniance  scaling  up  to 
6  4  gigaflops  ol  power,  8  gigal^ytes  ot  memory  and  a 
51.2  gigabytes  per  second  memory  bandwidth. 

For  ev  erybody  who  does  simulation,  there  is 
no  substitute  lor  owning  your  own  Cra\, 

Fintl  out  more  about  the  affordable  Cr,\y  J90 
supercomputer.  Call  us  today,  1-800-28Q-CRAY.  Email 
us  at  crayinfof'i'cray.com.  Or  find  us  on  the  world- 
wide web  at  http://\vw\v.cra)'.com/ 


nternational  Outlook 


ITED  BY  STANLEY  REED 


/HY  PUMPING  UP  NATO 

lAY  BLOW  UP  IN  CLINTON'S  FACE  

to  blunt  U.  S.  influence  in  Europe.  "The  debate  could  lead  to 
NATO's  demise,  not  its  revitalization,"  fi'ets  Charles  A.  Kup- 
chan,  a  senior  fellow  at  the  Council  on  Foreign  Relations. 

But  for  now,  the  U.  S.  is  pressing  ahead  with  plans  to  re- 
write NATO's  eligibility  requirements  this  summer  so  as  to 
widen  the  alliance.  The  effort  is  meant  to  promote  European 
integi-ation  and  assuage  the  historical  insecurity  of  Central 
Europe.  But  many  wonder  whei'e  the  billions  of  dollars  it 
would  cost  to  bring  the  Polish  and  Czech  militaries  up  to 
NATO  standards  would  come  from. 

There  seems  little  need  to  rush  into  a  poorly  thought-out 
policy  now.  With  a  budget  70%  below 
its  1988  peak,  the  Russian  military  is 
hollow.  Manpower  is  way  down,  and 
fighter  pilots  fly  just  40  hours  a  year, 
compared  with  225  hours  in  the  West. 
"Russia  won't  be  able  to  threaten  Eu- 
rope for  a  long  time,"  says  Shemian 
W.  Garnett,  a  foi-mer  Pentagon  Russia 
specialist. 

NO  BRAKES.  Although  the  short-term 
military  threat  may  no  longer  exist, 
Russia  will  remain  a  dominant  pres- 
ence in  the  region.  But  it  would  make 
ssLU  feeia  threatened  a  lot  more  sense  to  work  on  integi'at- 
ing  the  Eastern  economies  with  the 
West  than  have  them  spend  heavily  on  rearming. 

The  White  House,  doesn't  want  to  back  off  and  make  it  look 
as  if  Moscow  autocrats  control  U.  S.  policy.  "They  don't  have 
theu-  foot  on  the  brakes,"  sniffs  one  U.  S.  official.  They  should- 
n't. But  that  doesn't  mean  Clinton  should  plow  ahead.  He 
hasn't  come  up  with  a  fresh  new  vision  of  European  security 
now  the  cold  war  is  over.  Instead,  he's  letting  a  game  of  one- 
upmanship  with  the  GOP  push  him  into  what  could  tiun  out  to 
be  an  expensive  and  risky  Eui"opean  initiative. 

By  Stan  Crock  in  Washington, 
ivith  Peter  Galnszka  in  Moscow 


Vith  Republicans  on  his  back.  President  Chnton  is  con- 
templating embarking  on  a  collision  course  with  Rus- 
sian President  Boris  Yeltsin  over  the  future  of  Europe- 
seeuiity.  The  White  House  wants  a  rapid  expansion  of  the 
"0  alliance  to  cover  emerging  democracies  in  Central  Eu- 
e — such  as  Poland  and  Hungaiy — while  excluding  Russia. 
?  Administration's  stance  echoes  the  GOP  Contract  With 
lerica's  call  for  enlarging  NATO.  Both  parties  are  also  keen 
winning  ethnic  voters  for  the  1996  Presidential  election. 
Jut  bowing  to  domestic  politics  on  the  crucial  issue  of 
"opean  secmity  could  further  erode  Clinton's  already  bad- 
lamaged  credibility  overseas.  On  his 
3nt  trip  to  Russia,  Clinton  hardly 
le  a  peep  about  Moscow's  cnishing 
Chechnya.  A  move  to  expand  nato 
iefiance  of  Yeltsin,  whom  Clinton 
coddled  throughout  his  Adminis- 
ion,  would  probably  look  like  yet 
ther  Chnton  waffle. 
PER  RIFT?  Such  a  step  would  also 
ercut  Yeltsin  and  signal  Moscow 
the  West  intends  to  isolate  it.  That 
could  strengthen  the  hand  of  pow- 
1  reactionaiy  forces  just  as  Russia 
Is  toward  elections  for  President  PARADING  TROOPS, 
for  the  State  Duma,  or  parliament, 
anding  NATO  "is  an  affi-ont  to  Russian  feehngs,"  declares 
■  cey  N.  Mitrafonov,  deputy  chairman  of  the  Duma's  foreign 
rs  panel  and  a  member  of  the  ultraconseivative  Liberal 
locratic  Party. 

'^hat's  more,  Clinton's  campaign  could  deepen  the  rift 
ng  Eiu'opean  nations  over  the  speed  and  scope  of  plans  to 
den  the  security  umbrella.  Germany — which  shares  bor- 

with  the  Central  Europeans — wants  to  move  at  full 
Britain  isn't  eager  to  make  new  military  commitments, 
the  new  government  of  Gaullist  President  Jacques  Chu-ac 

oppose  the  Clinton  initiative  in  a  ty]3ically  French  move 


GLOBAL  WRAPUP 


IWAH'S  NEW  CLOUT 

'he  U.  S.  decision  to  allow  Taiwan 
jsident  Lee  Teng-hui  to  visit  his 
la  mater  reflects  how  much  U.  S. 
itudes  have  changed  toward  Tai- 
n  and  China.  In  recent  years,  Tai- 
a  has  embraced  democracy  and 
it  a  powerhouse  economy,  making 
darling  of  the  U.  S.  Congress, 
na  continues  to  arrest  dissidents, 
ping  alive  its  negative  image. 
Beijing  views  the  issue  as  a  matter 
overeignty  and  considers  the  LI.  S. 
)e  reneging  on  past  diplomatic 


agreements  in  which  the  U.  S.  recog- 
nized Beijing  as  the  legitimate  Chi- 
nese government.  How  far  China  will 
go  in  punishing  the  U.  S.  remains  to 
be  seen.  Some  believe  Beijing  has  lit- 
tle leverage."What  can  they  do,  stop 
selling  us  one-third  of  their  exports?" 
quips  one  U.  S.  official.  But  it  would 
be  silly  to  underestimate  Beijing's 
ability  to  make  trouble. 

AN  INDEPENDENT  BERMUDA? 

►  Over  nearly  four  centuries  of  be- 
nign British  rule,  tiny  Bermuda  has 
turned  into  the  thriving  home  of  $14 


billion  in  mutual-fund  assets  and  of 
insurers  with  $29  billion  in  capital. 
Now,  this  financial  mecca  may  be  fac- 
ing a  change  in  governance. 

On  Aug.  15,  the  British  colony 
plans  to  vote  on  Premier  John  W. 
Swan's  long-sought  goal:  indepen- 
dence. Bermuda's  commercial 
Establishment,  fearful  that  a  shift  in 
the  colony's  status  might  scare  busi- 
ness away,  is  trying  to  reassure  in- 
vestors that  independence  would 
not  end  its  laissez-faire  ways.  Polls 
show  that  voters  are  strongly 
against  independence. 


The  Corporation 


STRATEGIES 


TESTING  NUCOR'S 
MEHLE 

The  steel  mill  that's  often  imitated  shows  signs  of  strain 


Bill  Clinton  first  knocked  on  the 
doors  of  Nucor  Corp.  in  the  mid- 
1980s,  when,  as  governor,  he 
wanted  to  lure  a  steel  mill  to  Ar- 
kansas.  Clinton  befriended  Nucor  exec- 
utives and  last  April  even  invited  Pres- 
ident John  D.  Correnti  to  the  White 
House.  After  a  state  dinner,  the  two 
men  talked  shop  until  2  a.m.  "He  want- 
ed to  know  why  the  government  could- 
n't run  like  Nucor,"  Correnti  recalls. 

Clinton  is  hardly  Nucor's  only  fan. 
For  two  decades,  the  Charlotte  (N.  C.) 
minimill  king  has  stormed  through  the 
Amei-ican  steel  market,  earning  a  gi'ow- 
ing  stream  of  profits  and  delighting  its 
stockholders — all  while  burly  competi- 
tors such  as  U.  S.  Steel,  Bethlehem,  and 
LTV  shuttered  mills  and  lost  billions. 
With  its  skeletal  headquarters  staff  of 
23  and  a  nonunion  workforce  tied  into 
profit-sharing,  Nucor  has  become  the 
veiy  model  of  a  lean,  low-cost  company. 
"We  benchmark  against  Nucor,"  says 
LTV  Coq).  Chairman  David  H.  Hoag. 

Now  the  company  eveiybody  loves 
to  follow  is  stumbling.  After  20  years  of 


breathless  growth,  Nucor  faces  difficult 
challenges.  A  crucial  new  Ti'inidadian 
iron  carbide  plant  has  been  plagued  by 
breakdowns  and  delays.  "It's  a  problem 
a  month,"  admits  Coirenti,  heii-apj^arent 
to  legendaiy  69-yeai'-old  chairman  and 
CEO,  F.  Kenneth  Iverson.  At  the  same 
time,  a  passel  of  new  minimills  chal- 
lenging Nucor's  dominant  position  is 
coming  on  stream.  And  at  Nucor's  key 
Crawfordsville  (Ind.)  plant,  an  exodus  of 
managers  has  unsettled  operations. 
WALL  STREET  JITTERS.  Boil  it  all  down, 
and  some  industry  observers  see  signs 
that  the  company's  explosive  growth 
may  finally  be  stretching  Nucor's  lean 
management  too  far.  Although  revenues 
have  more  than  quadnapled  since  1986, 
to  $3  billion,  Nucor  hasn't  significantly 
increased  its  headquarters  staff.  Yet  the 
company  is  now  pursuing  gi'owth  proj- 
ects aimed  at  making  it  the  biggest 
American  steelmaker  within  five  years, 
up  fi'om  fouith  place.  At  the  same  time, 
it  is  navigating  its  first  executive  transi- 
tion since  1965  as  Iverson,  recovering 
from  heart  surgery,  prepares  to  hand 


over  the  reins.  The  question  now,  sa 
one  former  Nucor  executive,  "is  whet 
er  Coirenti  can  keep  iiinning  it  as 
same  tight-knit  company." 

The  result:  Wall  Street  no  longer 
Ueves  Nucor  merits  top  doUai\  The  s 
sold  for  more  than  50  times  eami" 
two  years  ago — the  highest  multiple 
the  industry.  With  trouble  now  on  s 
eral  fronts,  Nucoris  stock  looks  decid 
average.  Shares  have  fallen  27%, 
around  51,  since  September,  and  to 
the  stock  trades  for  just  17  times  e" 
ings.  "Their  premium  has  been 
high,"  says  Howard  F.  Ward,  mana 
of  the  Gabelli  Growth  Fund,  which 
cently  sold  its  Nucor  stake. 

Certainly,  Nucor  is  in  no  danger 
going  into  a  tailspin.  Thanks  to  pi 
expansions  and  a  25%  hike  in  flat-ro' 
steel  prices,  the  company's  sales  r 
32%  in  1994,  while  earnings  jum' 
83%',  to  $227  million.  Analysts  exp 
earnings  to  rise  an  additional  39%, 
$350  million,  this  year.  But  to  keep 
company  growing  at  15%  to  209? 
year — Iverson's  goal — he  is  diversi 
into  new  products  and  markets, 
that's  what's  giving  investors  the 
ters.  Although  cyclical  won-ies  ai'e  h' 
ing  all  steel  stocks,  Nucor  has  b 
among  the  hardest  hit. 

Part  of  the  problem  stems  from 
cor's  success:  The  e 
with  which  the 
cost  producer  has  co 
to  dominate  mark 
for  commodity-gr 
steel  coils  has  spa" 
new  competitors.  While  ceding  the 
exacting  auto  and  appliance  market 
big  integi-ated  steelmakers,  Nucor 
prospered,  selling  "plain  vanilla"  s 
to  manufactui"ers  of  auto  parts  and  t" 

Now  newcomers  are  borro\ving 
cor's  teclmology  and  baireling  into  th 
mai'kets.  A  Canadian  joint  venture, 
latin  Steel,  started  up  a  Nucor  clon 
Kentucky  in  Apiil,  while  a  team  of 
cor  veterans  is  nearing  completion 
similar  plant  in  Indiana.  Minneap 
based  North  Star  Steel  and  its  Aus 
lian  partner,  bhp  Steel,  are  buildin 
Michigan,  while  ltv,  with  British  S 
and  Sumitomo,  are  scouting  the  D 
South  for  a  miniinill  site.  All  told,  se 
new  plants  will  flood  the  U.  S. 
some  14  million  tons  of  new  capacit 
more  than  a  quarter  of  current  pro' 
tion.  Much  is  targeted  at  Nucor's 
market.  Gallatin  CEO  Milan  Kosanov 
claims  that  with  more  advanced  eq" 
ment  and  a  better  educated  workfo' 
he'll  top  Nucoi-'s  products.  "We'll  be 
ing  [quahty]  to  a  higher  level,"  he  s 
Nucor  executives  scoff  at  the  c 


STRATEGY: 

Iverson  will 
move  into  new 
markets  to  keep 
rivals  at  bay 
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Grand  Prix  Sedan 


ed.  Always  wear  safety  belts,  even  with  airbags. 


If  you're  just  looking  for  a  competent  sedan, 
you  have  dozens  of  choices.  If  you  want  style,  power 
and  a  true  feel  for  the  road,  look  no  further  than  the 
Pontiac  Grand  Prix  "  Sport  Sedan. 

It  gives  you  more  standard  horsepower  and 
more  standard  features  than  Ford  Taurus,  all  at  a 
lower  price.* 

and  available  offer  maximum 

control  in  all  kinds  of  road  conditions. 

are  standard,  along  with  room  and  comfort 
to  accommodate  a  growing  family  or  a  growing 
clientele. 

So  don't  settle  for  mere  utility.  Listen  to  your 
head,  your  heart  and  your  pocketbook.  They'll 
lead  you  straight  to  the  Pontiac*  Grand  Prix. 

Call  1-800-2PONTIAC  for  complete  information. 


PONTIAC 

GRAND  PRIX 

WE  ARE  DRIVING  EXCITEMENT 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper 
limited  warranty,  plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation. 

jee  your  dealer  for  details  'Basecl  on  MSRP  ot  popularly  equipped  1995  Ford  Taurus  GL  Sedan.  Level  of  equipment  varies. 


The  Corporation 


As  Nucor  runs  into  problems... 


...its  stock  slides 


•  Nucor's  trouble-plagued 
new  iron  carbide  plant  in 
Trinidad  is  a  year  behind 
schedule  and  is  expected 
to  lose  up  to  $20  million 
this  year 

•  Slackening  demand  for 
its  low-grade  sheet  steel 
has  forced  Nucor  to  slash 
prices 


•  New  competitors  are 
adding  huge  capacity  in 
commodity  steel  markets, 
raising  fears  that  it  faces  a 
price  war 

•  A  management  exodus 
at  a  key  Nucor  plant  has 
disrupted  operations  and 
raised  questions  about 
quality 


•  Explosive  growth  has 
stretched  Nucor's  lean 
management  team,  even 
as  Chairman  F.  Kenneth 
Iverson's  recent  health 
problems  and  eventual 
retirement  are  leading  to 
concerns  about  manage- 
ment depth 


12-MONTH 

TOTAL  RETURN 

S&P  STEEL 

INDEX  NUCOR 

lenge.  "There's  a  question  of  how  good 
the  new  mills  are  going  to  be,"  says 
Iverson.  "You  get  a  bunch  of  gi'een  guys 
together,  you're  going  to  have  startup 
problems."  Rather  than  hiuting  Nucor, 
he  argues  that  the  new  American  mills 
will  primarily  supplant  high-cost  U.  S. 
steel  and  imports,  which  topped  30  mil- 
lion tons  last  year.  He  also  says  that 
Nucor  will  begin  selling  to  new  custom- 
er, such  as  the  bmw  auto  plant  in  South 
Carolina  and  Mercedes-Benz  in  Ala- 
bama. Meanwhile,  he  expects  the  com- 
pany's exports,  particularly  to  Southern 
Europe  and  Asia,  to  increase. 

Nucor  is  also  intent  on  proving  that  it 
can  generate  a  substitute  for  its  raw 
material:  scrap  steel.  Prices  for  scrap 
have  ah'eady  shot  up  70%  in  two  yeai's, 
and  when  all  the  new  minimills  open 
their  doors  by  1997,  rising  scrap 
demand  will  likely  drive  up  pi'ices 
further. 

CARIBBEAN  CONNECTION.  To  stay  a  step 
ahead  of  the  competition,  Iverson  and 
CoiTenti  last  yeai-  eannai-ked  $65  million 
for  an  experimental  industrial  process. 
At  a  new  plant  built  in  Trinidad,  West 
Indies,  Nucor  would  "cook"  Brazilian 
iron  particles  with  Trinidadian  natural 
gas.  The  result  was  to  be  a  steady 
stream  of  iron  carbide  able  to  replace 
scrap.  Nucor  would  then  load  the  miner- 
al onto  ships  and  deliver  it  to  bai'ges  in 
New  Orleans  for  around  $100  per  ton, 
far  less  than  the  current  $150  per  ton 
for  high-grade  scrap. 

There  was  one  problem:  No  one  had 
ever  made  iron  cai'bide  before  on  an  in- 
dustrial scale.  With  only  limited  test- 
ing— an  approach  that  had  worked  for 
Nucor  in  the  past — Iverson  went  ahead 
with  a  full-scale  plant.  "This  is  a  $65 
million  lab  experiment,"  he  said  as  it 
was  going  up.  Now  the  Trinidad  plant 


has  become  a  $95  million  problem — and 
counting.  Chastened  Nucor  executives 
admit  that  the  road  has  been  rockier 
than  expected.  Though  the  crucial  chem- 
ical conversion  in  Tiinidad  is  working — 
"like  a  jewel,"  Iverson  claims — the  plant 
has  been  plagued  with  difficulties.  "They 
tried  to  [build  it]  too  fast,  and  without 
as  much  engineering  as  they  needed," 
says  J.  Clarence  Mon-ison  of  Pi-udential 
Securities  Inc. 

For  starters,  Nucor  engineers  envi- 
sioned the  iron  running  down  chutes, 
much  like  gi-ain.  But  the  coiTosive  met- 
al promptly  opened  up  gaping  holes  in 
the  piping.  While  that  has  been  fixed, 
the  plant  has  encoimtered  a  slew  of  oth- 
er mechanical  problems  since.  "It's  cost- 
ing an  awful  lot,"  admits  Iverson.  The 
Trinidad  plant  is  nearly  a  yeai"  behind 
schedule,  and  Iverson  concedes  that  it 
will  lose  $15  million  to  $20  million  this 
year.  However,  he  says,  the  problems 
will  be  resolved  by  yearend,  and  he's 
going  ahead  with  plans  to  expand.  "Peo- 
ple say  'Hu'e  a  consultant,' "  says  a  fi-us- 
trated  Coirenti.  "I  say,  'Find  me  one.' 
No  one's  ever  done  this  before!" 

Ti'ouble  is  also  afoot  at  the  compa- 
ny's key  Crawfordsville  (Ind.)  plant, 
which  produces  more  than  25%  of  Nu- 
cor's 7  miUion  tons  of  steel  annually.  In 
1993,  after  Keith  E.  Busse,  the  highly 
touted  manager  of  the  mill,  lost  the  suc- 
cession battle  to  Correnti,  he  quit  Nucor 
and  set  up  a  new  company,  Steel  Dy- 
namics Inc.  in  Butler,  Ind. 

To  make  matters  worse,  Busse  took 
several  key  managers  with  him.  When 
Nucor  named  Lairy  Roos  as  his  suc- 
cessor, many  workers  reacted  angi'ily 
to  the  new  boss's  more  authoritarian 
style.  Some  invited  the  United  Steel- 
workers  of  America  to  organize  the 
plant.  But  Roos  put  out  that  fire  last 
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year  by  meeting  individually  with  ea 
employee.  "Crawfordsville  was  very  n( 
vous  for  a  while,"  says  Iverson. 
it's  settled  down  now." 
TALENT  DRAIN.  Former  managers  d 
agree,  however.  They  say  the  exod 
from  Crawfordsville  has  continued- 
over  the  past  yeai",  some  20  top  manj 
ers  and  technicians  have  left.  The  r< 
son:  unhappiness  with  tighter  oversij 
by  Roos,  combined  with  lucrative 
portunities  at  the  new  startups, 
wasn't  a  friendly  place  to  work;  y 
couldn't  have  had  a  more  stai'k  chang 
grouses  one  former  high-ranking  mani 
er.  Roos  dismisses  the  complaints, 
weren't  used  to  seeing  the  general  m^ 
ager  in  the  plant,"  he  says.  "Their  tj 
cal  reaction  was  that  I  was  spying."  ] 

Many  of  those  who  left  now  fill 
management  ranks  of  Nucor's  new 
vals.  The  turnover  has  taken  a  toU,  co 
ing  as  Crawfordsville  has  doubled 
pacity — and  as  the  steel  market 
begun  to  soften.  Overproduction 
forced  Nucor  to  cut  prices,  and  qu'- 
tions  have  been  raised  about  quali 
Sources  close  to  the  company  say  tl 
in  April  the  plant  made  $6  milHon 
operating  profits,  well  below  its  $11  rr 
lion  tai'get. 

Still,  few  are  counting  the  indus^ 
innovator  out.  Ivereon,  who  will  be  70 
September,  says  he's  fully  recover! 
from  heart  surgery.  He  played  thi 
sets  of  tennis  one  recent  Sunday  s| 
is  expected  to  tum  the  CEO's  title  oi| 
to  CoiTenti  within  the  next  two  yesf 
Both  dismiss  arguments  that  NuiS 
lacks  managerial  depth.  "We  can  wea? 
er  the  stoiTn  because  we  have  a  stroij 
er  ship,"  says  Correnti.  The  questiorl 
whether-  shareholder's  will  again  payf 
for  a  high-powered  speedboat. 

By  Steplien  Baker  in  Charlotte, 


The  Trinidad  plant  was  a  ''$65  million  lab  experiment" 
that  has  turned  into  a  $95  million  problem-and  countin? 
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Don  'tyou  wish 

we  could  just  do  this  to  acid  rain. 


In  a  way  wc  can— if 
ni(  )\x  Industrial  and  power  plants 
switch  to  natural  gas. 

Natural  gas  is  playing  a  key 
role  in  industry's  compliance 
with  the  Clean  Air  Act  Amendment 
and  our  government  s  plans 
for  a  cleaner  t  ut  Lire.  It  should 
play  a  key  role  in  your  company's 
future,  too. 

Natural  gas  power  plants  can 
produce  99%  less  sulfur  dioxide 
and  90%  less  nitrogen  oxide 
than  oil  or  coal-fired  plants. 

And  paired  with  the 
advances  in  equipment  technology 
in  most  cases,  natural  gas 
is  the  most  efficient,  cost-effective 
energy  around. 

Plus,  there's  a  secure  and 
steady  supply  of  gas;  over  99% 
of  the  gas  we  use  comes  from  i[ 
North  America,  and  more  than 
a  million  miles  of  pipeline  coast 
1 1 1  coast  delivers  it  easily 

If  more  industrial  and 
l^ower  plants  switch  tc;  natural 
gas,  we'll  help  wipe  away  acid  | 
rain,  instead  of  wiping  away 
<  )ur  environment. 


Clean,  economical  natural  gas.  Think  what  we'll 


save. 


YOU'VE 


TRACKED 

NEW  BUSINESS 


0  These  days,  a  prime  source  of  new  business  is  the  business  you  already  have.  For  Norwest  Corporation, 
selling  more  products  meant  fully  understanding  their  existing  customers'  needs.  But  with  customer  profiles 
fragmented  across  12  different  databases,  it  became  increasingly  difficult  to  determine  who  needed  what. 
0  How  was  NoPA^est  able  to  better  manage  its  commercial  banking  relationships  and  increase  revenues  in 
the  process?  With  the  help  of  Gemini"'  a  consolidated  sales  and  marketing  account  management  system,  built 
on  a  foundation  of  Microsoft'"'  products,  including  Windows  NT'"  Server  and  Microsoft  SQL  Server',"  part 
of  the  BackOffice  family.  •  '  "We  evaluated  other  systems,  but  only  Microsoft  gave  us  the  power  and  flexibility 
we  needed  to  reach  our  goals,"  says  Daniel  G.  Pocrnich,  Chief  Financial  Officer  at  NorAvest  Bank  Minnesota. 
Gemini  provides  a  comprehensive  view  of  ever-changing  customer  profiles.  So  customers  receive  more 
personalized  service.  And  cross-selling  opportunities  become  abundantly  clear.  The  result?  Products  sold 
to  existing  customers  increased  by  34  percent.  What's  more,  Norwest  increased  account  fee  revenues  from 
39  to  60  percent  of  total  revenue.       To  get  more  information  on  fl^* 

how  Microsoft  can  help  you  gain  a  business  advantage  using  mWmm\^M  %^^9%^m  d 

M  /nr^^\  A-^-,  o,,n  x    ^n,^  WHERE   DO  YOU   WANT  TO   CO  TODAY?™ 

computers,  call  (800)  437-3 1 1 9,  Dept.  GN4.  L__  .  I 


)F  THE 


EART  H. 


WHAT  LED  YOU 


BACK  TO  YOUR  OWN 


DATABAS  E  \ 


1 


s  available  from  Micrx^/Resources  (4 15)461  -8677. 

-rosoft  Corporation.  All  rights  reserved.  Microsoft.  Where  t/o  /ou  mm\  lo  go  (0(J(J/  ',  and  Windows  NT  are  either  regisrered  trademarks  or  trademarks  of  Microsoft  Corporaiion  in  tfie  United  SMtes  and/or  other  countries 
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At  your  fingertips  is  a  powerful  new  financial  tool 


Today,  as  I  do  so  often  nowadays,  I  began  my  day  in 
ZagTeb.  I  know  it  well.  I  can  practically  hear-  the  bal- 
alaikas— or  whatever  they  play  in  Zagreb — strum- 
ming. I  can  almost  see  the  rain  clouds  beyond  the 
horizon  (on  the  infrared  European  weather  map). 
Now  is  the  time  to  get  indoors  and  stop  by  the  Za- 
greb Stock  Exchange. 

It  is  not  busy  at  "http://ksaver208.zse.com.hr/". 
It  is  7:21  p.m.,  Zagreb  time,  and  I  am  only  the  94th  visitor 
today.  Yesterday,  332  peoj)le  stopped  by.  So  fai-  this  year  I  am 
the  1,078th  person  to  anive  fi'om  a  U.S.  commercial  organiza- 
tion. There  have  been  15  from  the  U.S.  military,  one  from 
Brazil,  198  from  Germany,  and  so  on — I  have 
the  list  in  front  of  me,  all  35  pages  of  it,  br-ok- 
en  down  by  countiy,  hour,  company  of  origin, 
and  lots  of  other  things  I  don't  understand. 

It  is  a  gala  day  at  the  zse!  War  has  not 
impeded  the  never-ending  quest  for  invest- 
ment capital,  it  would  seem.  The  words  ap- 
pear before  me:  "The  biggest  Croatian  phar- 
maceutical company  is  going  to  be 
jirivatized."  Details,  copious  details,  are  avail- 
able. Had  I  been  one  of  the  107  visitors  to 
drop  by  on  Feb.  27,  I'd  have  been  among 
the  fir.st  to  leain  about  another  unique  invest- 
ment opportunity:  a  chance  to  buy  a  Croatian 
muni  pal  bond.  It  is  issued  by  Istrian  Coun- 
ty, a  i  ading  Croatian  tourist  spot,  for-  what  is 


A  world  where 
facts  rule,  the 
small  investor 
holds  sway, 
and  the  Street 
is  not  a  factor 


delicately  referred  to  as  an  "environmental  projec 
Like  most  emerging  markets,  Zagreb  is  an  exciting,  if 
always  hospitable,  place  for  investors.  For  hospitality — a 
an  unrivaled  breadth  of  information — I  need  only  tap  in 
the  great  global  dialogue  that  is  going  on  24  hours  a  di 
This  mammoth,  never-ending  idea  exchange  does  not 
ways  tell  me  what  I  want  to  know.  But  if  it  doesn't,  al 
have  to  do  is  ask. 
NITTY-GRITTY  DETAILS.  Such  is  the  reality  of  my  life  nov.  ti 
days — the  virtual  reality,  if  you  will.  I  have  just  emerg 
from  an  extended  exploration  of  the  online  frontiers  of 
vestment.  I  have  spent  weeks  there,  cruising  the  electroi 
vastness.  I  have  gotten  eyestrain,  headachi 
and  backaches.  I  have  risked  repetitive-strt 
syndrome  and  Lord  knows  what  else. 

But  it  was  worth  it.  What  I  found  is  a  ne 
unique — and  potentially  very  poweiful — soui 
of  investor  infonnation  and  interaction.  True, 
is  largely  shunned  by  the  established  powelois 
on  Wall  Street.  And  that  is  a  good  thing.  Tpni 
online  world  is  umnly,  anaix-liic — and  no  repi 
itory  of  conventional  wisdom.  It  is  a  woi 
where  small  investors  dominate,  and  whc 
facts — not  the  Street's  agenda — ai-e  paramou 
Soui'ces  of  infonnation  online  are  rich,  soi? 
startlingly  so.  And  perhaps  the  greatest  i 
sources  are  the  investors  themselves.  For  t* 
first  time,  small  investors  have  a  way  of  rap- 
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.HE  PLUSES 

A  GLOBAL  DIALOGUE 

The  Internet  newsgroups  and  mailing  lists, 
and  the  commercial  discussion  groups — 
such  as  Prodigy's  Money  Talk  bulletin 
board — are  an  unrivaled  investment  idea 
exchange. 

CORPORATE  INFORMATION 

Securities  &  Exchange  Commission  filings 
for  companies  and  mutual  funds  that  file 
electronically  are  obtainable  via  the  Edgar 
project  at  no  charge.  Corporate  information 
is  also  available  from  a  variety  of  other 
sources,  such  as  World  Wide  Web  sites  and 
the  commercial  online  services. 

NUMBERS  BY  THE  TRUCKLOAD 

Economic,  monetary,  and  stock  data  are 
available  from  a  wide  variety  of  sources,  in- 
cluding the  Federal  Reserve,  the  University 
of  Michigan  web  server,  and  other  data  pro- 
viders on  the  World  Wide  Web. 

A  LEVEL  PLAYING  FIELD 

Now  small  investors  as  well  as  institutions 
can  broadcast  their  views  worldwide- 
through  the  newsgroups  or  even  their  own 
World  Wide  Web  sites. 


'cchaiiging  information — and  it's  often  the  kind  of  nitty- 
;y  details  that  are  prized  by  the  pros.  The  message 
ds  of  the  large  commercial  services  and  the  message-ex- 
ge  powerhouse  known  as  the  Usenet,  with  its  30  milHon 
ntial  users,  can  easily  outclass  the  one-sided  and  often  un- 
ble  output  of  the  Street's  analyst-report  machine. 
)  be  sure,  there  are  vast  black  holes  in  cyberspace.  I  can 
r  Zagi-eb's  stock  bazaar  easily  and  drop  by  the  Chicago 
iantile  Exchange  World  Wide  Web  page  seconds  later, 
none  of  the  U.S.  stock  exchanges  has  a  fonnal  presence 
e  online  world.  I  can  enter  trades  into  the  ordei-execu- 
systems  of  major  brokerages  (page  78).  But  I  found 
Street  pros  to  be  as  reluctant  to  ventui-e  into  the  Inter- 
as  they  are  to  recommend  that  a  stock — heaven  for- 
-be  sold.  That  anti-Web  attitude,  which  is  fast  eroding,  is 
■rific  advantage  for  believers  in  the  school  of  thought, 
;  populai"  by  Peter  Lynch,  that  the  best  soiu'ces  of  invest- 
:  information  are  people  with  personal  knowledge  of  the 
)anies  (page  66). 

RICH-QUICK  SCHEMES.  For  small  investors,  the  online 
J  is  more  than  information.  This  is  the  first  time  in  his- 
that  they  can  communicate  among  themselves  as  easily 
eii"  institutional  cousins.  Online  investment  communities, 
ing  on  particulai"  companies,  ai'e  beginning  to  take  shape, 
mbled  upon  one  on  Prodigy  (page  68). 
ke  most  people  who  have  encountered  the  Internet  for 
irst  time,  I  was  overwhelmed  by  the  sheer  mass  of 
But  after  mastering  the  basics,  I  found  it  easy  to  nav- 


THE  MINUSES 

GARBAGE  IN,  GARBAGE  OUT 

Since  anyone  can  access  the  Usenet  news- 
groups, that  supposed  stock  wizard  may 
really  be  a  precocious  11-year-old. 

STOCK  PEDDLERS  ARE  PROWLING 
Stock  peddlers  prowl  the  investment-orient- 
ed newsgroups  and  the  discussion  groups 
of  the  commercial  online  systems,  and 
some  brokers  are  pushing  stocks  on  their 
own  Web  home  pages. 
BEWARE  THE  QUICK-BUCK  SCHEMES 

The  online  world  is  rife  with  outright 
scams — quick-buck  offerings  aimed  at 
the  gullible  and  even  some  more  subtle 
operations. 

IT  SURE  AINT  EASY  TO  FIND 
Searching  for  investment  information  can 
be  time-consuming — and  therefore  expen- 
sive— if  you're  not  familiar  with  the  Net. 
However,  index  pages  on  the  Internet  make 
it  easy  to  find  the  more  conspicuous  and 
widely  used  investment  pages. 


DATA:  BUSINESS  WEEK 


igate  the  World  Wide  Web,  the  conglomeration  of  computer 
sites  linked  via  the  Internet.  (A  few  of  the  best  financial  Web 
pages  are  listed  on  page  67.)  Among  other  things,  investors 
for  the  first  time  can  get  full-text  copies  of  corporate  filings 
with  the  Securities  &  Exchange  Commission,  something  pre- 
viously available  only  to  people  willing  to  spend  hours  at 
SEC  offices — or  to  pay  handsome  sums  to  pnvate  document 
services. 

Tiue,  there  are  dangers.  I  encountered  a  host  of  get-rich- 
quick  schemes  and  ciuestionable  capital-raising  efforts,  oper- 
ating so  openly  that  one  is  tempted  to  wonder:  Where  ai-e  the 
regulators?  An  all-too-typical  example  of  the  downside  of 
this  new  world  can  be  found  in  the  stoiy  of  the  online  "pros- 
pectus" (page  74). 

But  I  found  the  world  of  online  investing  to  be  reassur- 
ingly self-poUcing.  At  its  best,  the  information  exchange  is  a 
civil  and  informed  person-to-person  interaction,  a  "genuine 
dialogTie"  of  the  kind  idealized  by  Martin  Buber.  Dialogue  is 
a  new  phenomenon  for  investors,  who  are  used  to  being 
talked  at,  not  with.  Shareholders  now  can  even  dissemi- 
nate investment  information  about  companies  they  own  via 
their  own  World  Wide  Web  pages.  I  found  one  example — 
rare,  at  present,  but  far  from  the  last,  now  that  Prodigy 
plans  to  give  its  customers  that  capability  (page  72).  Still, 
the  two-way  information  flow,  I  discovered,  can  also  be  a 
double-edged  sword,  as  is  demonstrated  by  the  tale  of  a 
prominent  online  investment  newsletter  (page  68). 

Despite  all  this  promise,  the  online  investment  world  I'e- 
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mains  sadly  underutilized.  And  one  of  the  major  reasons  is 
that  old  bugaboo — fear  and  loathing  of  technology.  Investors 
have  not  been  treated  kindly  by  many  of  the  technological 
innovations  of  the  past  two  decades,  from  computer-driven 

trading  to  moitgage- 
backed  derivatives. 
The  online  generation 
gap  doesn't  help,  ei- 
ther. Although  some  of  the  most  devoted  online  mavens 
are  retirees,  a  Luddite  aversion  to  going  online  is  the 
Achilles'  heel  of  investors  who  were  raised  in  an  era  when 
technological  savvy  meant  the  ability  to  change  a  typewrit- 
er ribbon.  But  even  that  is  changing.  "I  have  a  14-year-old 
nephew  in  Nomay  who  obtains  vast  amounts  of  information 
from  the  Internet.  I  felt  that  if  he  can  use  the  Net,  we  as  a 
bank  could  use  it,  too,"  says  Henrik  Asland,  a  senior  vice- 
president  at  Den  Norske  Bank  in  New  York,  who  has  begam 
tapping  the  Net's  corpoi-ate  data  pool  to  research  potential 
clients. 

Yes,  whether  or  not  a  little  child  shall  lead  them,  the  pros 
are  coming.  And  that's  exactly  why  the  time  to  take  the 
plunge  into  online  investing  has  anived.  Once  the  pros  arrive, 
the  danger  is  that  cyberspace  will  simply  miiTor  the  conven- 
tional wisdom.  Today,  going  online  gives  investors  a  distinct 
edge.  In  the  pages  that  follow,  chronicling  my  journey,  I'll 
show  how  a  growing  number  of  intrepid  souls  are  pioneering 
the  world  of  online  investing. 


Dialogue 


nn"l_  _^  My  first  exposure  to  the  online 

I  ri  world  was  on  America  Online. 

AOL  publishes  an  electronic  ver- 
sion of  BUSINESS  WEEK,  and  that 
introduced  much  of  the  staff,  my- 
self included,  to  this  vast  global 
comimunity.  But  I  could  just  as  easily  have  chosen  any  of  the 
other-  major  commercial  online  services — Pr'odigy,  Compu- 
Serve, or  the  smaller  services,  not  to  mention  uncounted 
thousands  of  private  bulletin  board  systems.  All  ar-e  gateways 
to  the  most  cr-ucial  aspect  of  the  online  world  for-  investor's — 
the  gr'eat,  ongoing  dialogue. 

This  is  a  subject  that  has  gotten  a  lot  of  awful  pr'ess.  And 
it's  true  that  I  saw  some  gar'bage  on  the  investment  message 
boarxls — idle  chatter,  scams,  and  "flames,"  or  insulting  messag- 
es. So  what?  There  ar-e  still  scads  of  useful  infor-mation  out 
there,  particularly  for  the  individual  investor.  Much  of  it  is 
ft-esh,  iir'sthand — and,  unlike  analysts'  I'eports,  subject  to  im- 
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mediate  challenge  fr*om  other  user-s.  Because  of  this  ongo] 
"peer  review,"  investors  are  in  a  good  position  to  get  defi: 
tive  answers  to  any  question,  from  broad  investment  strat 
gy  to  specific  buy-and-sell  analysis  on  individual  stocks,  mut 
al  funds,  and  bonds. 

To  get  involved,  I  didn't  need  any  fancy  software  or  soupe 
up  haixlwar-e.  I  didn't  even  need  a  color  monitor.  Even  with 
molasses-slow  2,400-baud  modem  and  ancient  IBM  clone  thai 
have  at  home,  I  could  access  Usenet  newsgr-oups,  Internet 
maO,  and  mailing  Usts.  Nor-  did  I  have  use  for  any  of  the  zOlio 
of  books  on  the  Internet.  All  I  needed  was  a  phone  number 
access  a  commer-cial  ser-vice  or  bulletin  boar-d  that  is  linked 
the  Net  and  canies  a  r-easonable  quantity  of  newsgr-oups.  ' 
board  provides  the  Inter-net  address  and  easy-to-follow 
structions  on  using  the  newsgr-oups  and  E-mail.  My  aol 
dress  is  Gar-ywbw@aol.com.  I  also  have  a  Pr^odigy  addn 
(NNEL2SA@pr'odigy.com)  and  an  addr-ess  at  an  Intern 
provider-  knovm  as  NETCOM  On-Line  Communication  Servi( 
Inc.:  gar-;yT\v(six.netcom.com.  But  initially,  I  was  only  at  AO 
PALAVERING  VIA  USENET.  AOL,  like  the  other  commercial  S( 
vices,  offers  a  host  of  online  features  of  value  to  investors 
various  investment  message  centers,  investment  softwa 
and  commer-cial  sites.  But  the  only  featut-e  that  has  no  offli 
equivalent  is  the  dialogue.  Sure,  investors  can  palaver  amo 
themselves  and  join  investment  clubs,  but  there  is  no  count( 
part  to  the  breadth  of  the  online  discussion  groups.  I  fou 
that  the  most  varied  and  widely  populated  discussion  tali 
place  in  the  Usenet  newsgr-oups  and  in  the  Intei-net's 
vestment  mailing  lists.  The  Usenet  is  a  kind  of  global  messa 
center.  The  messages  are  "posted"  in  thousands  of  "ne\i 
groups"  that  ar-e  electr*onic  ver-sions  of  the  old-fashioned  p( 
board  bulletin  boards.  The  maihng  Usts — ther-e  ar-e  thousan 
of  them,  too — are  similar  to  the  Usenet  newsgr-oups,  exce 
that  the  messages  are  sent  by  E-mail  to  each  subscrib 
The  subscriber's  send  messages  to  one  central  point 
they  ar-e  then  sent  out  to  ever-y  subscriber  to  the  mailing  li 

Only  a  few  of  the  newsgr-oups  and  mailing  Usts  specifica 
i-elate  to  investments.  (Some  of  the  "alternative"  newsgrou) 
a  kind  of  vast  online  gabfest,  cover-  subjects  ranging  from  Si 
Tr-ek  to  hai-d-core  poi-n.)  But  it's  easy  to  ignor-e  the  ju 
and  aim  at  the  Usenet  gr-oups  of  inter-est  to  investors.  Th 
go  by  the  names  "misc.invest,"  "misc.invest.stocks,"  "misc, 
vest.funds,"  and  similarly  named  newsgroups  for  Canadi 
stocks,  real  estate,  technical  analysis,  and  futures  trading 

Computer  and  high-tech  stocks  are  particulariy  popu] 
subjects,  given  the  lar-ge  number  of  techies  online.  A 


SCOUT  THE  TERRITORY 

To  find  worthwhile  sources  of  investment 
information  in  the  World  Wide  Web — the 
galaxy  of  Internet  "home  pages" — start 
with  one  of  the  various  index  pages.  Two  of 
the  best  for  investing  are  the  Yahoo  index- 
ing sei-vice's  economy  listings  and  the 
Global  Network  Navigator's  personal  fi- 
nance entries.  A  list  of  new  financial  web 
pages,  updated  every  two  weeks,  is  avail- 
able from  the  National  Center  for  Super- 
computing  Applications. 


ADJUST  YOUR  SIGHTS 

The  Usenet  newsgroups  are  an  ideal  f 
for  the  next  step — brainstorming  with 
er  investors.  The  best  area  for  exchan 
stock  ideas  is  the  "misc.invest.stock"  i 
group.  There  are  similar  newsgroups 
mutual  funds,  futures,  and  Canadian 
stocks,  and  an  array  of 
similar  discussion 
groups  in  the  on- 
line sei-vices  and 
private  bulletin 
board  networks. 


a 


;re's  a  great  deal  of 
id,  insidey  stuff.  "I  just 
ne  back  from  the  Atan 
esentation  at  the 
jckholm  Norra  Latin 
nference  rooms,"  goes 
recent  posting  in 


Some  Worthwhile  Web  Sites 


http://www.yahoo.com/Economy 

The  Yahoo  index  of  Web  sites 


http://town.hall.org/edgar/edgar.html 

,  recent  Po«"ng  m  ^te  and  mutual  fund  SEC  filings 

sc. mvest. stocks.     We      — r  

http://www.secapl.com/cgi-bin/qs 

Stock  quotes  delayed  15  minutes 

http://networth.galt.com/www/home/insider/publicco.html 

A  list  of  WWW  pages  maintained  by  public  companies  aj  ^^^.y.  ^q^. 

http://finweb.bus.utexas.edu/finweb.html 

The  economics  Web  page  at  the  University  of  Texas 


http://alpha.acast.nova.edu/listserv.html 

A  searchable  index  of  Internet  E-mail  discussion  groups 

http://www.infoseek.com/Home 

Full-text  searches  of  newsgroups  and  Web  pages 


t  a  presentation  by 
an  Europe's  marketing 
ector."  The  message- 
;ter  was  disappointed: 
ley  did  not  have  a  fin- 
ed CD  game  to  show." 
t  there  were  positive 
ments,  which  he  hsted 
detail. 

rhe  messages  ai"e  orga- 
ed  into  "threads" — or 
)jects — which  can  be 

ted  alphabetically.  It's  data,  business  week 

y  to  scan  them  to 

lb  out  the  get-rich-quick  postings  and  "What  is  a  stock?" 

iries  from  newcomers.  In  fact,  the  message  traffic  can  be 

te  astute,  and  because  of  the  huge  numbers  of  academics 
corporate  execs  viewing,  or  "lurking,"  in  the  newsgroups, 
range  of  expeitise  can  be  impressive — particularly  for 

:ks  with  a  scientific  dimension. 

^ev/sgi'oup  discussions  move  fast,  with  messages  often 
ting  answers  in  hours.  One  recent  and  typical  message 
^ad  in  the  stocks  newsgroup  began  at  a  7:48  p.m.  Green- 
h  mean  time  on  Apr.  18.  A  user  at  Delphi  Information 
terns  Inc.,  a  commercial  service,  posted  a  query  about  the 
eloper  of  a  certain  type  of  laser — the  excimer — to  coiTect 
3n  problems.  He  didn't  have  the  name  of  the  company  but 
id  that  "the  reports  I  hear  about  this  are  miraculous,  so 
could  be  a  hot  company  to  watch  for."  Over  the  next  five 
s,  seven  users  provided  the  names  of  companies  develop- 
the  laser,  as  well  as  its  regulatoiy  status  and  the  pros  and 
5  of  the  device.  One  message-poster  was  even  using  the 
mei-  laser,  albeit  not  for  eye  surgery.  And  if  I  had  want- 
,0  pursue  the  subject  further,  I  could  have  continued  my 
lareh  in  "sci.med.vision"  or  the  other  medical  newsgi"oups. 
se  are  also  a  great  source  of  info  about  new  dmgs — a  big 
■er  of  pharmaceutical  stocks. 

he  newsgroups  don't  stint  on  mainstream  stocks.  When 


last  I  looked,  the  stocks 
newsgroup  was  still  the 
site  of  a  lively  discussion 
on  the  merits  of  Wal-Mart 
Stores  Inc.  And,  as  is 
quite  common,  there  was 
a  good  assortment  of  ex- 
pertise. One  gent  com- 
mented on  the  "changes 
in  management  technique 
since  the  death  of  Mr. 
Sam  [Walton],"  and  add- 
a  major 


competitor  and  see  them 
falling  closer  to  our  erro- 
neous ways!"  His  E-mail 
address  was  on  the  post- 
ing, so  I  could  contact  him 
for  moi'e  information — or 
to  verify  his  credentials. 

Meanwhile,  there  was 
discussion  of  a  hot  initial 
public  offering,  Boston  Chicken  Inc.  A  lengthy,  well-reasoned 
post  from  a  shareholder  presented  the  positive  elements  of 
the  stock,  and  another  user  argued  for  shorting  the  stock. 
Elsewhere  in  the  newsgroup — among  the  6,500  messages 
available  through  agl — I  found  arguments  for  and  against 
just  about  every  other  stock  imaginable.  Quite  a  bit  was  re- 
freshingly evenhanded — something  one  almost  never  gets  on 
the  Street.  One  user,  for  example,  chimed  in  on  a  discussion 
of  Toys  'R'  Us  Inc.  with  a  skeptical  but  favorable  analysis — 
while  another  provided  a  customer's  viewpoint. 
MYSTERY  MESSAGE-POSTER.  That's  the  kind  of  information  I 
would  need  if  I  were  considering  the  stock — and,  believe 
me,  much  of  Usenet  is  at  least  as  reliable  as  the  analyst  re- 
ports I  see.  But  the  newsgi'oups — and  the  discussion  for- 
ums of  the  online  services — are  even  better  If  I  don't  see 
what  I  want,  all  I  have  to  do  is  ask.  If  I  don't  get  an  answer, 
I  ask  again,  or  rephrase  my  question — an  intelligent  or  chal- 
lenging question,  reflecting  some  knowledge,  is  more  likely  to 
draw  a  response  than  "What's  going  on  at  IBM?" 

The  main  hazard  of  the  newsgroups  is  that  you  don't  al- 
ways know  who's  posting  the  messages.  Still,  I  found  it  fair- 
ly easy  to  sort  out  the  phonies  and  four-flushers.  Anony- 
mous messages,  for  example,  are  of  dubious  value,  at  best. 
You  can  post  messages  on  the  Usenet  anonymously  via  a 


AIM 

raw  data  are  available  via  the 
;.  You  can  get  full-text  corporate 
m  stocks  and  mutual  funds  from 
•'s  Edgar  database,  which  is 
3  on  the  World  Wide  Web.  The 
cial  online  services  provide 
.6  data,  too,  and  it's  more  easily 
le — for  a  price. 


FIRE! 

You  can  now  use  an  online  brokerage, 

which  enables  you  to  send  your  order 

directly  to  the  floor  of  the  exchange. 

The  Big  Two  in  the  online  arena  are 

PC  Financial  Network, 

available  through 

Prodigy,  and  Charles 

Schwab  &  Co., 

available  through 

GEnie  or  directly 

from  Schwab. 


KEEP  AN  EYE  ON 
THE  TARGET! 

The  most  important  step  of  all.  The  online 
world,  particularly  the  Usenet  newsgroups 
and  commercial  discussion  forums,  are 
ideally  suited  to  link  you  up  with  your 
fellow  shareholders — ^who  can  join  you  in 
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Finnish-based  Internet  server,  which  hides  the  user  I.  D. 
and  origin  of  the  messages  and  sends  them  out  again.  One 
anonymous  message  I  saw  late  in  Januaiy,  signed  "The  Shoit- 
ers  Network,"  dumped  on  a  Canadian  company,  Fountain 

House,  for  its  "weak 
fundamentals."  The 
"network"  charitably 
provided  the  names 
of  three  brokerages  where  stock  could  be  borrowed  to  effect 
a  short  sale.  But  anyone  who  took  the  advice  got  badly 
burned — the  stock  promptly  soared  20%,  singeing  the  shorts, 
before  declining.  (My  E-mail  to  the  message-poster  went 
unanswered,  and  I'd  wager  that  the  "network"  is  a  one- 
man  band.) 

True,  there  are  plenty  of  stock-hyping  posts  in  the  news- 
groups— but  those  messages  are  usually  flamed  into  submis- 
sion. If  you  want  to  buy  the  investment  equivalent  of  the 
Brooklyn  Bridge,  there's  always  the  Wild  West  of  the  news- 
gi-oups,  "biz.  misc,"  the  home  of  pyi-amid  and  other  fast-cash 
schemes.  But  only  the  brain-dead  would  confuse  such  bilge 
with  the  ongoing  dialogue  that  is  the  heait  and  soul  of  the  on- 
line world. 


Coterie 


r|lT_  As  I  trolled  the  newsgroups,  I  looked 
I  ri^Vy  it^  vain  for  evidence  that  investors 
were  using  the  Internet  as  a  way  of 
organizing  among  themselves,  as  well 
as  obtaining  infonnation.  But  then  I 
  received  a  tip — by  phone,  not  com- 
puter— about  a  curious  community  that  had  developed  in  an 
unlikely  place:  Prodigy. 

Perhaps  it's  their  mass-market  appeal,  I  don't  know,  but 
Prodigy  and  the  other  big  online  sei-vices  have  a  reputation 
among  Internet  old-timers  for  being  declasse.  Yet  Prodigy  is 
where  one  of  the  most  innovative  uses  of  the  online  servic- 
es is  taking  root.  The  Prodigy  TMMI  coterie,  as  I  call  it,  viv- 
idly illustrates  the  potential  of  cybercommunications  as  a  ve- 
hicle for  investors  organizing  among  themselves.  The 
Prodigy  TMMlers  dwell  in  the  discussion  group  known  as  the 
Prodigy  Money  Talk  Bulletin  Board. 

I  wish  I  could  claim  that  tmm  Inc.  is  a  significant  and 
noteworthy  company.  In  fact,  it  is  a  troubled  penny  stock,  a 
Thousand  Oaks  (Calif.)  multimedia  comj^any  with  a  liistoiy  of 
litigation  too  convoluted  to  recount,  including  a  bankinptcy 
(from  wliich  it  has  emerged)  and  the  mvolvement  of  members 
of  singer  Michael  Jackson's  family.  News  coverage  has  been 
spotty  despite  the  Jackson  family  link  and  the  disappear- 
ance of  one  of  tmm's  founders,  Philip  Taylor  Ki'amer,  former 
member  of  the  I'ock  gi'oup  Iron  Buttei-fly. 
TALKING  "TRUTH  OR  LIES."  For  most  of  the  past  few  months, 
investment  pros  who  punch  up  tmm's  stock  symbol,  TMMI, 
on  their  tenninals  would  just  find  a  handful  of  press  releases. 
But  for  Prodig>'  users,  it's  another  matter.  At  times,  TMMI  is 
one  of  the  hottest  topics  in  Money  Talk.  The  fii'st  message 
"string"  I  saw  was  provocative:  "tmmi — Truth  or  Lies."  I 
read  on.  Another  writer  declared:  "It  is  buying  time . . .  you 
NOW  know  what  the  other-s  know,  so  do  your-  thang!!!"  "Obvi- 
ous hype,"  yet  another  responded. 

The  enthusiastic  debate  on  the  Pr-odigy  board  seems  to  be 
restricted  to  a  few  users.  But  that's  deceptive.  The  potential 
audience,  is  in  the  hundreds  of  thousands.  Prodigy  esti- 
mates that  some  .50%  of  its  2  million  user's  access  the  finan- 
cial forums  and  featur'es,  which  puts  investment  in  a  tie  with 
news  as  the  second  most  popular  featur'e  (the  biggest  dr-aw 
is  sports).  One  user  who  conducted  a  sui"vey  of  TMMI  share- 
holders via  Prodigy  and  shared  his  findings  on  the  board 
said  he  received  mor"e  than  400  E-mail  responses  from  tmmi 
shareholder's  who  wer'e  "lurking" — r-eading  but  not  posting 
messages.  He  estimated  that  Prodigy  members  own  some 


DRILLING  FOR  DATA 

Dentist  Panik  and  hi 
fellow  TMM  investor 
are  gaining  influence 


10%  of  the  40  million  tmmi 
shares  outstanding.  "It's  a  soci- 
ety— a  little  cult  maybe,"  notes 
Lawrence  F.  Panik,  a  dentist 
in  Corona,  Calif,  and  an  active 
Pr'odigy  TMMier. 

The  tmmi  coterie  at  Pr-odigy  has  been  aggressive  in  ferrt 
ing  out  information  about  their  obscm'e  company.  Led  by  I 
nik,  who  lives  a  short  drive  from  tmm's  headquarters, 
gr'oup  of  Prodigy's  TMM  shar'eholders  wer'e  given  a  present 
tion  on  Valentine's  Day.  Such  "dog-and-pony  shows"  a 
typical  for  analysts  and  institutional  investors — but  ra 
for  small  shar-eholder's.  The  visit  was  organized  cannily,  to 
elude  people  with  different  areas  of  e.xperlise — a  lawy 
and  a  computer  expert,  for  example.  Only  10  shareholde 
came  along,  because  the  company  was  concer-ned  that  t 
visit  might  be  constr'ued  as  a  shareholder-  meeting.  T 
participants  r-eported  their-  findings  back  to  the  messa 
boar"d. 

To  me,  the  issue  is  not  "tr*uth  or  lies" — whether  tmmi  is 
great  company  or  pond  scum.  What  matter-s  is  far  broader 
that  the  online  world  has  given  these  tmmi  people  clout  th 
wouldn't  ordinarily  have.  Whether  they  use  it  well  or  pool 
is  entir-ely  up  to  them,  as  it  should  be. 


Newsletter 


fT^l  The  newsgroups  and  E-m 

I  Jlr^  are  the  wor-khorses  of  t 

online  world.  There  is  a  pi 
ity  about  them — r'aw  da 
exchanged  from  user  to  us 

  Much  the  same  can  be  si- 

about  the  Internet's  most  widely  ballyhooed  feature,  t' 
Worid  Wide  Web.  You  can  get  tons  of  useful  data  on  the  W, 
fr-om  sec:  filings  to  stock  prices  to  cor-porate  "home  pages' 
I  was  unable  to  access  the  Web  thi-ough  America  Online, ' 
I  subscribed  to  netcom,  a  national  Internet  provider.  A' 
one  of  the  fir'st  Web  sites  I  accessed  was  the  one  belonging' 
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Flat  Out  Fantastic 


p 

-Lres 


.resenting  a  whole  new  direction  m  television;  ProScan.  A  collection  ol  innovations  so 
advanced,  they're  designed  to  send  the  competition  back  to  the  dravving  board.  Led  by  the  new 
FDT  "  INVAR  picture  tube,  which  is  flatter  and  darker  than  conventional  tubes,  ProScan  now 
outshines,  outguns  and  flat  out  outdoes  any  previous  ProScan  product.  When  looking  lor  a  high 
P  1^1^^^ C->y\l^  ^        performance  television,  we  strongl)'  recommend  you  consider 


K  Li 


So  advanced.  Yet  so  sinple. 


\N  KCA  ENTERTAINMENT  PRODUCT 


ProScan,  Although  our  original  objective  was  flattening  the  tube, 
we  ended  up  leveling  the  playing  field. 


uivcird-winning*  design  smarts  the 
f  u((ing  edge  h(Ls  never  hdkcA  belter. 


'  1995  Induslnal  Design  Excellence  Awards  Winner,  sponsored  by 
Busmfss  Week  and  ihe  Indusmal  Designers  Sociely  of  Amenca 


SAVINGS 


 No  other  business 

computer  in  its  class  gives  you 
lower  cost  of  ownership. 

(Won't  that  be  a  nice  meeting 
with  Finance.) 


(If  you  re  saving  less,  it  isn  t  AS/4C 


IBM  and  AS/400  are  regislered  trademarks  of  International  Business  Mactiines  Corporation  All  other  prorlucts 
and/or  company  names  are  trademarks  or  regi'iprfd  Iraflpm.irk-,  nl  IliPir  respective  companies  C'  1995  IBIul  Corp 


:  '  Saves  you  money: 

Saves  you  time: 

Saves  your  capitj 

AS/400  is  easy  to  manage. 

AS/400is  easy  to  use. 

Affordably 

;  ,  There's  no.  need  to  hire  a  large 

There's  no  need  to  pay  for 

finance  AS/400  . 

■ .  technieal  stafi  ' 

costly  end-user  training. 

through  IBM  Cre 

DESIGN  WINNER 

1995  INDUSTRIAL  DESIGN  KXCKLLENCE  AWARDS 


An  unbeatable  investment: 

,  For  a  free  independent 
low-cost  study,  , 


Cover  Story 


an  obscure  investment  newsletter  called  Hot  Stocks  Review. 
Obscure  offline,  that  is.  But  in  the  online  world,  Hot  Stocks  is 
as  shy  and  i-etiiing  as  Rush  Limbaugh.  There  are  other  news- 
letters on  the  Web,  but  Hot  Stocks  and  its  online  siblings — Hot 

Stocks  Wi  ispers  and 
Hot  Stocks  Confi- 
dential— are  prob- 
ably the  most  visible 
sources  of  stock  promotion.  Wliispers  is  posted  in  all  the  invest- 
ment newsgi'oups,  and  each  posting  contains  the  Review's 
Web  site  address.  So  when  I  got  my  first  Web  browser,  I 
zoomed  stmght  to  Hot  Stocks  Review.  I  was  impressed.  It  was 
well-written,  interesting,  and  free  as  the  wind  to  anyone  pos- 
sessing a  Web  browser  But  was  it  I'eliable? 
THE  DOUGH  IS  POURING  IN.  I  had  seveial  enjoyable  phone  con- 
versations witii  George  Chelekis,  editor  of  Hot  Stocks.  Chele- 
kis  is  based  in  Cleai-water,  Fla.,  but  he  focuses  his  stock-pick- 
ing on  Canada.  In  his  vaiied  cai-eer,  the  43-year-old  Chelekis 
has  worked  as  jomiiahst,  author,  and  publicist.  "I  don't  sell.  I 
provide  infonnation,"  says  Chelekis,  a  voluble  sort  who  cheer- 
fully pimctuates  telephone  conver-sations  with  foiu-letter  words. 

Nevertheless,  Chelekis  told  me  that  the  money  is  pouring 
in — from  subscribers,  who  get  an  extra-fast.  E-mailed  look  at 
his  dispatches  for  a  fee.  And  above  aU,  the  dough  is  rolling  in 
from  the  companies  he  writes  about.  As  duly  noted  in  an  on- 
line "disclaimer,"  some  companies  pay  a  "reseai'ch  and  promo- 
tional fee"  to  be  mentioned  in  Hot  Stocks  Review.  Chelekis 
says  the  average  fee  paid  by  the  companies  is  $10,000.  He 
wouldn't  tell  me  how  many  of  the  companies  promoted  in  the 
Review  pay  for  the  privilege,  or  which  ones  they  are,  saying 
they  are  handled  by  his  "business  staff."  "I've  never  counted 


PAID  TO  PITCH? 

Hot  Stocks  editor 
Chelekis  won't  reveal 
how  many  of  the 
companies  promoted 
in  his  online  review 
hand  over  a  hefty 
fee  for  the  privilege 


as  to  whether  it's  60%  or  50%  or  40%  or  whatever,"  he  sa 
But  he  insisted  that  the  payments  have  no  beaiing  on  his  o 
jectivity.  By  way  of  illustration,  Chelekis  told  me  that  he  on 
was  offered  $100,000  to  rate  a  stock  favorably  and  says 
suggested  the  company  engage  in  an  anatomically  impossil: 
act  of  intimacy.  He  wouldn't  identify  the  company. 

Chelekis  aggi-essively  promotes  risky  Canadian  over-th 
counter  issues,  including  lots  of  mining  outfits.  And  he  c 
be  enthusiastic.  Maybe  too  enthusiastic.  Take  one  of  1 
recent  picks,  an  Ottawa  company  that  makes  luminesce 
materials  for  signs,  Luminart  Inc.  Chelekis  has  been  so  u 
stinting  in  his  support  for  Luminart  that  on  Mar.  28,  t 
company  took  the  unusual  step  of  publicly  disavowing  t 
Mar  20  newsletter,  saying:  "Investors  are  cautioned  agaii 
relying  on  Chelekis'  column  as  an  accui'ate  source  of  infom 
tion  concerning  the  company's  affairs."  Chelekis  says 
hewed  to  the  straight  and  narrow  in  his  analysis  of  Lur 
nart.  He  wouldn't  tell  me,  incidentally,  if  he  was  paid 
pitch  Luminart  in  Hot  Stocks. 

I  can't  undei"stand  why  so  few  investment  letters  have  i 
lowed  Chelekis  onto  the  Interaet.  Although  he  wouldn't  rev 
the  cost  of  maintaining  the  Web  page,  Chelekis  concec 
that  the  Internet  has  been  a  remarkable,  and  extrem( 
cost-efficient,  marketing  tool  for  turning  Web  surfers  ii 
paying  subscriber.  No  wonder  He  has  the  field  almost  enti 
ly  to  himself — so  far 


Web  Site 


rril-  _^  I  wasn't  alone  in  being  drawn 

I  ri  Hot  Stocks  Review's  multihi 

Web  page.  One  Net  browser  w 
did  likewise  was  a  computer  c( 
sultant  named  Stephen  H.  Dime 

  from   Vancouver,   B.C.  Geoi 

Chelekis'  enthusiasm  for  Luminart  was  so  infectious,  ' 
mond  told  me,  that  he  bought  900  shares  of  the  stock  at 
late  in  Januaiy.  It  was  not  a  propitious  decision. 

In  just  a  few  weeks,  the  stock  lost  nearly  half  its  val 
falling  to  5kt  on  the  Canadian  over-the-counter  market.  CI 
ekis  blames  rapacious  short-sellers,  whom  he  says  are 
league  with  certain  members  of  the  Canadian  press.  But 
reason  for  the  decline  is  pretty  much  in*elevant.  What  re£ 
matters  is  what  Dimond  did  in  reaction. 

An  obscure  company's  stock  declines  for  the  murkiest! 
reasons.  Even  for  professionals,  that  can  be  daunting.  Fa(|| 
with  such  glim  situations,  small  investors  usually  have  all  iS' 
power  and  influence  of  a  cockroach  on  the  trading  room  fide 
They  just  get  squashed.  There's  not  a  thing  they  can  doii 
say  about  it.  Or  is  there?  Dimond  felt  that  Luminait  was  m 
ting  a  bum  rap  in  the  investment  world,  so  he  set  out| 
spread  the  word.  Did  he  do  this  through  a  letter-writf 
camjjaign?  No  way. 


RIGGING  UP  A  CYBER-SPOTLIGHT.  Dimond's  solution:  a  Wcl 
Wide  Web  page.  As  a  computer  consultant  and  engineer,  s 
had  all  the  equipment  at  hand.  After  getting  pennission  fro 
Luminal!,  Dimond  went  to  work.  Armed  with  a  company  1:  • 
chure,  a  Macintosh  computer,  and  a  scanner — a  device  t 
translates  hard  copy  into  computer  files — Dimond  c 
tm-ed  the  full-color  image  of  the  brochure.  He  s 
this,  and  some  of  the  brochure's  text,  to  a  nea ' 
Internet  provider  called  Wimsey  Infonnation  Ser 
es  Inc.,  where  he  already  had  a  Web  site.  Vcl 
"http://www.wimsey.com/dims/Luminart.html": 
Unofficial  Luminart  World  Wide  Web  Site. 

In  one  fell  swoop,  Dimond  made  infonnation  ab' 
this  fly-speck  company  available  to  the  roughly  0 
million  people  who  use  the  Internet  worldwide, 
cause  of  the  Web,  Dimond  was  able  to  set  forth 
case  to  the  masses — something  previously  only  poss 
for  large  corporations.  Now,  other  small  investors 


72  BUSINESS  WEEK  /  JUNE  5,  1995 


Watching  55  channels? 
Why  settle  for  one  tape? 

Introducing  New  Scotch™  Select  Videotapes:  The  first  blank  tapes  made  for 
specific  uses.  Extra-durable  Scotch'"  Re-Taping  Tape  can  catch  your  favorite 

soaps,  sports,  talk  shows,  then  be 
reused -over  200  times.  Dust- resistant 
Scotch'"  Collections  Tape  is  the 
pet  feet  tool  for  building  a  movie 
library.  Colorful,  collectible  Scotch"'' 
Just  For  Kids  Tape  is  made  just  for 
them  right  down  to  the  stickers.  And 


^^^^^^^^^^ 


Rich  in  color  and 
sound,  each  tape  eives 
you  a  number  of  first-ever 
features  and  extras  that  make 
it  perfect  for  its  purpose, 
choose  them  based  on  how  you  use 
them. 


for  those 
treasured  moments, 
long-lasting  Scotch"" Archive 
Tape.  Look  for  the  Scotch  '  '  Select 
video  tape  display  at  select  retailers. 


3M  1995 


3M  Innovation 


likely  to  du  the  same.  Un  May  9,  Prodigy  announced  it  will 
give  subscribers  the  abihty  to  set  up  their  own  Web  pages. 
And  the  other  major  commercial  services  are  sure  to  follow. 

For  Dimond,  it  was  a  simple  issue:  "Instead  of  panicking,  I 
took  action."  Whether  or  not  people  should  listen  to  him  is,  of 
course,  another  matter. 


The 

Prospectus 


A  chichi  New  York  designer 
beermaker,  Spring  Street 
Brewing  Co.,  announced  in 
Mai-ch  that  it  was  placing  an 
initial  public  offering  pros- 
pectus on  a  World  Wide  Web 
page.  It  was  billed  as  the  "first  online  prospectus."  When  I 
saw  the  press  release,  I  was  taken  aback.  Hell,  I  had  seen 
plenty  of  online  prospectuses  from  the  fii-st  sputter  of  my 
trusty  Hayes  Accura  144  modem. 

Take  a  posting  I  saw  in  "misc.invest"  some  weeks  before 
Spring  Street  spnong  its  IPO  on  the  investment  world.  The  eai*- 
lier  posting  solicited  "$7.7  million  in  equity  investment  over  a 
13-month  period"  for  an  unnamed  product  fi-om  an  unnamed 
company  that  has  "no  competition"  and  would  be  sold  via  "TV 
dii'ect  marketing  followed  ASAF  by  retail."  A  profit-and-loss  ta- 
ble was  included  in  the  message.  And  boy,  it  was  the  kind  of 
investment  prospect  that  would  make  Morgan  Stanley  hyper- 
ventilate. This  company  pr-ojected  a  fii"st-year  loss  of  $2.5  mil- 
lion on  sales  of  $16.4  million  and  explosive  gi'owth  thereafter, 
with  pi'ofitability  in  the  second  year  and  eai'nings  of  $22.5 
million  on  revenues  of  $137.5  million  in  the  seventh  year.  An  E- 
mail  address  was  provided  for  further  infoiTnation.  I  wi'ote! 
DISARMINGLY  CANDID.  I  swiftly  received  "an  executive  sum- 
mary extracted  from  the  business  plan  for  your  review." 
Here's  an  executive  summai-y  of  the  executive  summaiy:  The 
company — Pocket  Made  Inc. — is  planning  to  introduce  a  "rev- 
olutionarj'  automated  cleaning  device  for  which  it  has  patent 
rights."  The  device  is  Pocket  Maid,  a  "handheld,  battery-pow- 
ered, rechargeable,  portable  scrubbing/cleaning  device." 

I  tumed  to  the  chapter  headed  "The  Investment  and  Re- 
turn." The  Pocket  Made  folks  were  a  bit  vague  about  fairly 
basic  things,  such  as  how  much  the  shares  would  cost.  So  I 
called  Pocket  Made  in  Chicago  to  find  out  a  bit  more.  They 
were  disarmingly  candid. 

I  was  particularly  interested  in  the  legal  aspects  of  the  of- 
feiing.  After  aU,  I  had  always  been  under  the  impression  that 


■ 


CYBER-BOOSTER 

Small  investor  Dimond  set  up 
a  Web  site  to  proclaim  his 
faith  in  battered  Luminart 


the  Securities  &  Exchange  Commissi 
was  touchy  about  the  way  compani 
raised  capital.  BiU  McAninch,  "vice-pr( 
ident  of  operations,  secretaiy,  and  tr( 
sm-er,"  says  that  Pocket  Made  was  offi 
ing  a  private  placement.  In  the  newsgroups?  That  stru 
me  as  a  mighty  public  way  of  conducting  a  private  placeme' 
McAninch  ancl  another  company  official  conceded  that  th 
probably  did  go  about  the  thing  as  if  it  were  a  pubKc  offeriif 
which  is  supposed  to  be  registered  with  the  sec  and  t] 
states  where  they're  soliciting  funds — which,  this  being  Ui 
net,  would  be  all  of  them. 

Did  Pocket  Made  register  any  securities  with  the  sec?  J 
Or  even  a  single  state?  No.  So  wasn't  Pocket  Made  offering  t 
sale  of  ura-egistered  secuiities — a  fairly  serious  violation 
the  federal  and  state  securities  laws?  Well . . .  "In  a  sense  it 
not  legal,  but  the  sec  never  will  enforce  it,"  says  McAnini 
"Basically,"  he  added,  "we  were  advised  not  to  panic,  that  t 
government  underetands  that  it's  not  legal  but  never  has  pr 
ecuted  anybody.  They  deliberately  ignore  low-level  \iolation 
LOOKING  THE  OTHER  WAY?  The  Pocket  Made  people  say  tl 
no  one  actually  invested  any  money  as  a  result  of  the  Net 
licitations.  And  once  McAninch  became  "queasy"  about 
legal  issues  after  talking  to  his  lawyer,  he  says,  he  stopf 
posting  on  the  Net.  But  he  was  not  missed.  "Tliere  ai-e  litei 
ly  thousands  of  offerings  on  the  Net.  The  proliferation  is  t 
mendous,"  McAninch  notes. 

SEC  officials  say  that  the  agency's  mai-ket-sui-veillance  grc 
is  keeping  an  eye  on  the  situation.  In  Mai"ch,  the  sec  filed  s 
against  a  Florida  company  for  promoting  a  pyramid  scheme 
the  Internet.  State  seciuities  officials  in  New  Jersey,  Ohio,  £ 
Texas  have  begun  prosecuting  online  investment  scams. 

Still,  the  buzz  onhne  is  that  the  sec  and  state  regulatiS 
are  turning  a  blind  eye.  The  evidence  for  that?  Well,  taki 
look.  Andrew  Klein  did.  He's  the  former  Wall  Street  law| 
who  heads  Spring  Street,  and  he  made  sure — in  compliaiSi|ii 
with  a  recent  SEC  no-action  letter — that  his  onhne  prospec's'" 
had  everything  the  offline  prospectuses  are  supposed  J 
have,  including  ferocious-sounding  "risk  factors."  He  1  fai 
cruised  the  newsgi'oups,  and  it  makes  his  lawyerly  bl(  ters 
boil.  "I'm  amazed  at  the  huge  number  of  blatant  securit  fiioi 
law  violations  going  on  in  the  newsgi'oups,"  says  Klein, 
officials  say  they  have  noticed  an  "enonnous"  increase  in 
line  securities  offerings.  So  why  are  they  doing  so  litt* 
When  I  cruise  the  newsgi'oups,  particularly  "biz.misc,"  ; ' 
see  post  after  post  offering  moneymaking  schemes,  the  si- 
see-no-evil  attitude  reminds  me  of  Claude  Raines's  immo) 
line  in  Casablanca:  "I'm  shocked — shocked! — that  gambl 
is  going  on  here!"  Continued  on  page 
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ars,  but  the  20-year-old 
gests  that  classic  lines 
rt  of  style. 
>-^that  • 


In  my  book  the  Range  Rover  .still  has  no  equal  when  it 
onies  to  the  contradictory  tasks*  of  providing  on-road 
lotoring  in  comfort  and  style  and  the  off-road  ability  of  a 
lountain  goat  when  the  urge  or  conditioiLs  beckon. 


»ver  is  a  classic 
from  function. 


lere's  simply 
hat  does  the  job 
style  and  grace 
Range  Rover. 


Rover 

id  the  opportunity  to 
t  Range  Rover,  then  a 
ehicle,  at  the  compa- 
Engiand,  off-road  test 
IS  the  most  innpressive 
rive  (4WD)  vehicle  I'd 
No  wonder  it  was  win- 
y  rallies  through  the 
leserts  of  Africa.  It 
much  different  today- 
are  under  the  skin-but 
s  the  best  and 
3hicle 


111  niiv  r\over  aid  itseit 

proud  with  th^  m !  roduction  of  what 
was  at  that  time  the  finest  4-wheel- 
drive  utility  vehicle  in  the  world,  the 
Range  Rover.  Seventeen  years  later, 
there  still  is  nothing  finer.  And,  at  last, 
Range  R^xx-— — — 

fordini 

  mud  ( 

memi 
choos 
expec 
aries 


"It's  as  if  someone  built  a  luxury 

(AR  ATOP  A  locomotive;* 

trast  heavilv^with      '^-.ather  and^^^d/Hie^j^Hpw^ 


DESCRIPTIONS  OF  THE  ROVER'S 
EXTERIOR  INCLUDED  "the  class 
classic/'  "distinctive,  impressive  and 
handsome,"  "angular  but  stylish,"  and  "boxy 
but  elegant. "  Ori^  tester  wrot"   "^^  ' 


No  other 
SUV  has  the 
Rover's  unique 
combination 

of  style, 
performance, 
and  quality 


The  unanimous  verdict:  If  man  were 
only  allowed  to  own  one  car,  and  if  that 
one  car  were  meant  to  be  the  perfect 
all-rounder — spacious,  comfortable, 
powerful,  capable  of  going  on  where 
the  roads  end — then  the  choice  would 
quickly  narrow  down  to  one  vehicle: 
the  Range  Rover. 


"In  short,  the 
Range  Rover  ii 
still  the  best  ii 
the  world  at 
what  it  does.' 


Really  serious  ( 
long  acknowledge 
Range  Rover  as  tfi 
wheel-drive  car  W( 
consideration  in  tl 
great,  and  it 
among  sport- 
^ed  European 
uced  as  the 
to  the  lege 


le  Range  Rover  Classic.  We  had  some  help  with  the  name. 


or  a  quarter  of  a  century.  Range 
)vers  have  survived  the  most  hrutal 
rritopy'  in  the  automotiv  e  world. 

The  editorial  page. 

Therefore,  the  County  Classic  needs 
tie  introduction. 

Suffice  it  to  say  that  its  14-gauge 
;el  chassis,  pillowing  electronic  air 
spension,  permanent  four-wheel 
Ive,  and  tireless  3.9-liter  Y8  engine 
ike  this  Range  Rover  ideal  for  driv  ing 


over  endless  rock  beds,  through  arctic 
blizzards,  and  back  to  the  executive 
parking  space. 

Its  dual  airbags,  all-terrain  AHS,  and 


RANGE  ROVER 


electronic  traction  control  help  make  its 
armchair  seating  all  the  more  relaxing. 

And  at  around  .S45,()()();  it  mav 
well  be  tile  only  affordiible  work  of  art 
ever  exhibited  at  the  Louvre. 

So  why  not  call  l-8()()-FINE  4\VD  for 
the  Land  Rover  dealer  nearest  you? 

The  t.ounty  Classic  is,  after  all,  the 
most  refined  and  elegant  version  of  the 
original  Range  Ro\  er. 

But  don't  take  our  word  for  it. 


Ix)ur  customer  data  has 
never  really  given  you  a  clear 
picture  of  your  customer. 
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Announcing  The  Open  Parall 


Decision  support  is  one  promise  of 
information  tecfinology  tfiat  has 
never  been  fully  realized.  Its  aim 
is  to  help  you  uncover  trends 
hidden  in  your  databases,  so  you 
can  manage  information  to  satisfy 
customers  and  compete  more  vigorously 

Unfortunately,  there's  been  no 


practical  technology  to  make  large- 
scale  decision  support  possible. 
Companies  that  have  tried 
haven't  offered  much  beyond 
some  hardware  and  a  handshake. 
But  now,  Unisys  presents  the 
most  comprehensive  decision  support 
solution  in  the  industry.  It's  built  around 


the  Open  Parallel  Unisys  Server  (OPUS) 
a  joint  Unisys  and  Intel  initiative  in  scj 
able  parallel  processing.  And  it  can  helj 
you  CUSTOMERIZE  your  organizatiol 
to  be  more  responsive  to  those  you  ser\: 
OPUS  breaks  through  the  barriei 
that  have  kept  parallel  processing  froij 
being  commercially  practical.  It's  UNI 


©  199f)  Unisys  Corporatinii  (Harlt:  is  a  rt-gisleri^d  Iradftmark  'A  *)rai  Ir  ( :(ir[-'ir:ili(in  k-il  I'.rirk  r.  a  fnislfnil  Iradi-mark  of  Red  Brick  Systems  The  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation 


Until  now. 


Toloioi oioIoiofoioTo 


isys  Server  For  Decision  Support. 


based  for  openness, 
fcl  7a     and  offers  unsurpassed 


database  independence, 


ntium 


with  easy  growth  and 
ication  portability. 
OPUS  supports  databases  from 
le.  Red  Brick  and  other  leaders.  Plus, 
'  s  already  a  portfolio  of  applications 


to  make  decision  support  an  instant 
reality  for  key  industries.  And  to  deliver  a 
complete  solution,  Unisys  is  deploying  a 
new  service  team  dedicated  to  decision 
support  consulting  and  implementation. 

UNISYS 


To  receive  your  OPUS  informa- 
tion, contact  us  on  the  Internet  at 
http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  219.  Because 
once  you  can  manage  information 
instead  of  just  process  data,  you'll  get  a 
clearer  picture  of  what's  really  important 
to  your  success-your  customer. 


( 


street 


Cover  Story 


^T^"i  So  what's  Wall  Street's  attitude  toward 

I  M  all  this?  That  was  the  question  I  kept 

asking  eveiybody  I  ran  into  online.  The 
answer-  is  simple.  With  a  few  notable  ex- 
ceptions, Street  types  wouldn't  be  caught 
dead  online. 

For  the  most  part,  it  is  the  adventurers  of  investing — the 
computer-intense  traders — who  use  the  online  sei'vices  most. 
Futures  traders  are  particularly  heavy  users,  and  news- 
groups devoted  to  futui-es  trading  and  technical  analysis  ai'e 
popular  with  Wall  Street  futures  and  options  traders.  Many 
independent  traders  are  habitues  of  these  newsgroups  and  the 
commercial  sei"vices.  One  independent  futures  trader  in  New 
York,  Lany  J.  Lawrence,  told  me  he  even  stumbled  on  a  dis- 
cussion of  advanced  technical-analysis  software  in  a  Prodigy 
investment  bulletin  board. 

For  the  most  part,  however,  the  Street's  main  online  pre- 
occupation has  been  the  prosaic  business  of  taking  customers' 
orders.  Not  surjmsingly,  the  powers  of  online  brokerage  in- 
clude the  biggest  discount  brokers — Chai'les  Schwab,  Fidelity 
Investments,  and  Quick  &  Reilly.  The  big  uire-houses  are  not 
anxious  to  replace  theu'  flesh-and-bones  broker's  with  comput- 
ers, and  the  only  one  with  a  significant  online  presence  is  a 
lai'ge  trade-execution  firm,  the  Pershing  division  of  Donaldson, 
Lufkin  &  Jenrette  Securities  Coi-p.  Pei'shing's  online  entry  is 
a  discount  br-oker-age,  PC  Financial  Networ-ks. 

Executing  trades  online  may  seem  hke  a  humdrum  busi- 
ness, but  in  fact  it's  as  hot  as  an  overused  modem.  According 

to  a  study  by  Forrest- 
er Research  Inc.,  a 
Cambridge  (Mass.) 
consulting  firm,  the 
number  of  online  br'oker-age  accounts  is  likely  to  more  than 
double,  fi-om  600,000  to  1.3  million,  over  the  next  thr'ee  years. 
And  that  number  may  be  conser-vative  if  Schwab,  now  linked 
to  the  laggarxl  GEnie  online  ser-vice,  shifts  to  one  of  the  lar-g- 
er  online  ser"vices.  Online  investing's  gr'owth  has  been  phenom- 
enal: PC  Financial  had  all  of  10,000  accounts  in  1990,  and  by 
dint  of  a  hookup  with  Prodigy,  it  now  has  160,000.  Schwab 
claims  the  lead,  however;  with  170,000. 
HAMPERED  BY  HACKERPHOBIA.  Online  investors  tend  to  be 
more  active,  holding  much  lar-ger  balances  and  making  big- 
ger trades,  according  to  Schwab  Vice-President  Carolyn 
Stewart,  who  heads  the  discounter's  online  effort.  Operating 
margins  are  helped  by  the  fact  that  the  br-okers  ar-e  literal- 
ly r-eplaced  by  a  computer — and  by  lower-paid  recent  grads. 
"The  aver-age  age  her-e  is  25,"  PC  Financial's  Chief  Operating 
Officer  Blake  Dar'cy  told  me  at  pcf's  spanking-new  quarter's 
in  Jer-sey  City,  N.J. 

But  the  Str-eet  has  kept  a  gener^ally  low  profile  online, 
with  few  fh-ms  even  maintaining  sites  on  the  Web.  Hacker- 
phobia  is  one  prominent  reason.  "The  comfort  level  just  is  not 
there,  and  we  can  only  speculate  about  the  reason,"  says 
David  Spector,  head  of  the  Internet  services  group  at  J.  P. 
Morgan  Securities  Inc.  In  this  tradition-steeped  firm,  comfort 
with  the  online  wor-ld  is  high — sort  of  The  company  has 
placed  its  Riskmetrics  risk-assessment  methodology  on  the 
Web,  as  well  as  detailed  mortgage  application  data  and  an  in- 
dustrial commodities  index — all  fascinating  to  institutions 
but  about  as  much  use  to  individual  investors  as  tide  tables 
for  the  English  Channel.  Well,  at  least  they'r*e  trying. 

Mor-gan  analysts  and  economists  say  they  keep  an  eye  on 
the  emerging  mar-kets  and  the  world  fixed-income  mar'kets  via 
Internet  mailing  lists,  newsgroups,  and  E-mail.  "As  one  of  our- 
analysts  put  it,  'Ever  try  faxing  something  to  the  Soviet 
Urrion?'"  says  Lisa  Ezrol,  a  Morgan  techie  who  helped  set  up 
the  Morgan  Internet  connection. 

Unlike  most  people  on  the  Street,  Mor-ganites  have  the 
Inter-net  literally  at  their  fingertips.  Any  Mor-gan  analyst  or 


economist  can  get  access  to  the  Morgan  internal  "home  pag« 
which  contains  light  and  heavy  Web  stuff — New  York  City  i 
formation,  as  well  as  financial  and  economic  data  sites.  But  £ 
parently  the  Morganites  are  either  ashamed  to  talk  abo 
their-  Inter-net  inter-actions  or  unwilHng  to  share  data  sourc 
with  their  competitor-s.  Although  Morgan  executives  assur 
me  that  their-  people  ar-e  heavy  Net  user-s,  the  Morgan  publ 
relations  staff  searched  diligently  but  couldn't  find  a  single 
vestment  pro  or  economist  who  was  wiUing  to  talk  about 
NO  TIME  TO  PROWL.  Left  to  my  own  devices,  I  searched 
newsg-r-ou])s,  using  a  nifty  commer-cial  Inter-net  search  de' 
called  Infoseek,  and  found  a  bunch  of  Mor-gan  people,  almi 
entirely  engaged  in  highly  technical  palaver  in  the  compui 
newsgr-oups.  For  all  I  know,  they  might  have  been  hu-king 
using  the  Internet  mailing  lists,  but  I  found  only  a  sinj' 
Morganite  who  jwsted  anything  in  the  "misc.stocks"  nev; 


ONLINE  DISCOUNTER  S^up.  I  found  the  post|  |;( 

,  ~,  ,  when  a  novice's  request 

i  he  average  age  Here    stock  symbols  was  answer! 

is  25,"  says  Darcy  of         with  tyi^ical  onhne  helpfulni  %. 

Di  oKei  age  rut^  mane lai  denat-jpmorgan.com."  ■ 

It  turned  out  that  Rudden  is  a  utility  stock  analyst  'K 
Morgan.  He  finds  the  Net  useful — to  a  point.  He  told  mee 
has  used  the  Edgar  database  of  Securities  &  Excha;i 
Commission  filings.  But  he  was  not  br-imming  with  ent- 
siasm  for-  the  Internet.  The  pr-oblem?  He  just  hasn't  got  1 1 
to  pr-owl  the  Net. 

But  I  did,  and  what  I  saw  intrigued  and  fascinated 
And  it's  inevitable  that  J.  P.  Mor-gan  is  going  to  be  joirred; 
the  r-est  of  the  Street.  Like  it  or-  not,  the  online  wor-ld  is  \x 
to  stay.  And  despite  all  the  stock  hyping  and  other-  sleaze,  sj 
online  investing.  It  is  at  that  r-ar-e  point  in  the  life  of  any  invj 
ment  innovation — a  fi-ontier-  that  has  gone  unexploited  by 
Street.  But  the  time  is  gr-owing  short  befor-e  the  pr-os  s' 
trundling  in.  Until  then,  small  investor-s  will  have  the  oHj 
world  to  themselves.  Better  enjoy  it  while  it  lasts. 

By  Gary  Weiss  m  New  5 
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3ur  Business  Is  HelDine¥)iirs 


Buy  What  Money  Cant. 

up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far  Wlien 
you  need  help  beyond  creative 
financing,  we  can  make 
sure  youre  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldnt  dream  of  to  provide 
I  value.  Like  helping  a  major  shipping  company  establish  a  distribution  netivork  to  ensure  adequate 
're  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
'•-income  families  and  dramatically  increasing  its  affordable  lending. 
At  GE  Capital,  were  25  diversified  businesses.  And  each  one  is  dedicated  to  dexieloping and  deliv- 
ig  products  and  services  that  help  make  your  dollar  ivorth  more  than  a  dollar  If  youre  looking  for 
'e  smart  business  help,  ccdl  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  cant  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours'' 


MEBICOM  .  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING 
CONSOLIDATED  FINANCIAL  INSURANCE  •  EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY 

FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE 
GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTFRNATIONAI  POOl    .  VENDOR  FINANCIAI  RFRVICFR 


machine 


we 


to 


The  machine  is 
nothing 

but  nuts,  bolts  and  chips 

until  infused  with 

ideas, 

thoughts, 

notions, 

that  come  to  it 

through  a  keyboard. 


TALK 


Together  with  a  Microsoft  Mouse 
that  instinctively  slows  the  cursor 
when  near  an  icon, 
that  knows  when  to  double-click, 
you  have  extensions  of  the  machine, 
of  the  software, 

that  fit  comfortably  beneath  your  hands 
That  connect  you 
to  a  mean,  lean, 
thinking 
machine. 


To  work  faster, 

to  work  seamlessly  with 

the  machine, 

you  need  a  keyboard  that  is  integrated 
with  Microsoft "  Windows,''' 
with  the  software  that  runs 
the  machine. 

The  Microsoft  Natural  Keyboard.™ 

Launch  applications  and  files, 

select  menu  items 

(cut,  paste,  move,  insert), 

connect  to  a  network  server, 

move  the  cursor  automatically 

to  a  specific  word, 

to  a  command  button, 

with  special  keys, 

with  simple  keystrokes. 


Microsoft 

WHERE   DO  VOU  WANT  TO   GO  TODAY? 


rosoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademark ,  and  Natural  Keyboard  and  Where  do  you  want  to  go  todoy  .' are  trademarks  of  Microsoft  Corporation.  Windows  is  a  registered  trademark  of  Microsoft 
for  its  Windows  operating  system  products. 


The  Workplace 


TRENDS 


COMPANIES  HIT  THE 
ROAD  LESS  TRAVELED 

Can  spirituality  enlighten  the  bottom  line? 

It's  Spiritual  Unfoldment  time 
at  the  World  Bank.  Every 
Wednesday  at  1  p.m.,  a  gi'oup 
of  bank  employees  sits  in  a 
semicircle  in  a  conference  room 
at  the  Washington-based  agency 
and  connects.  Today,  it's  standing- 
room  only.  There's  no  stereoty]3ing 
this  crowd  of  about  60,  which  in- 
cludes senior  managei-s  and  young 
assistants.  Group  founder  Rich- 
ard BaiTett,  an  engineer  at  the 
bank,  leads  the  meeting,  which 
begins  with  a  moment  of  silence. 
Today's  topic:  "Ten  Strategies  for 
Attaining  Soul  Consciousness."  Af- 
ter an  hour  of  talk  about  such 
things  as  realigning  ego  and  soul, 
even  staffers  who  amved  look- 
ing wilted  leave  smiling. 
SOUL  SEARCH.  Get  used  to  it. 
Spirituality  is  creeping  into  the 
office.  Having  sui-vived  downsiz- 
ing and  reengineering,  over- 
worked employees  are  stealing 
a  moment  and  asking:  "What 
does  all  this  mean?  Why  do  I 
feel  so  unfulfilled?"  And  compa- 
nies are  turning  inwaixl  in  seai'ch 
of  a  "soul"  as  a  way  to  foster 
creativity  and  motivate  leaders.  "We 
certainly  have  been  through  a  period 
of  excessively  rational,  painful  think- 
ing," says  Jeffrey  A.  Sonnenfeld,  direc- 
tor of  the  Center  for  Leadership  &  Ca- 
reer Studies  at  Emory  University.  "But 
the  gi-eat  interest  in  cost-cutting  often 


cut  out  the  soul  of  an  organization." 

It  may  sound  flaky,  but  a  growing 
number  of  companies  are  setting  off  on 
spiritual  journeys.  It's  not  about  bring- 
ing religion  into  the  office  or  requiring 
that  employees  chant  mantras  at  their 
workstations.  Rather,  the  spirituality 


movement  in  the  corporation  is  an 
tempt  to  create  a  sense  of  meaning 
purpose  at  work  and  a  connection 
tween  the  company  and  its  people. 

Depending  on  the  outfit,  that 
mean  anything  ft'om  employees  join 
discussion  gi'oups  to  hiring  consulta 
who  help  workere  feel  better  about  th 
lives  so  they  can  be  more  productive, 
some  offices,  only  a  few  managers 
departments  are  reflecting  on  thii 
sph-itual.  In  others,  it's  the  ceo  wh( 
championing  the  spiritual  approach 
an  attempt  to  unify  workers  arouni 
common  purpose. 
CASH  FROM  KARMA?  While  S 
very  new,  the  trend  is  start 
to  go  beyond  fringe  compan 
or  vaguely  foreign  institute 
like  the  Worid  Bank  (table) 
tus  Development  Corp.  hai 
"soul  committee"  that  ma 
sure  the  company  lives  up  to 
stated  values.  Boeing  Co.  recr 
ed  poet  David  Whyte  to  read 
ems  and  regale  top  manag 
with  fables  as  part  of  a  progr 
to  revitalize  their  spiiits  on 
job.  And  some  divisions  of  A' 
are  referring  managers  tc 
training  program  intended  to 
energize  them  at  the  job. 
Lawcence  Perlman,  ceo  of  IV 
neapolis-based  Ceridian  Cc 
and  an  advocate  of  the  spiriti 
ity  trend:  "Ultimately,  the  con 
nation  of  head  and  heart  will 
a  competitive  advantage." 

Employees,  meantime,  are 
barking  on  their  own  spirit 
quests.  In  living  rooms  and 
line,  they're  asking  how  to 
their  personal  values  and  tl 
jobs.  "There's  a  real  backlas? 
the  1980s'  treatment  of  humans  as  j 
something  to  dispose  of  because  tl 
cost  money,"  says  Judith  A.  Neal,  as 
date  professor  of  management  at 
University  of  New  Haven,  who  publ 
es  the  newsletter  Spirit  at  Work. 
And  this  is  just  the  start,  pred: 


Spirituality  as  a  Management  Tool 


How  some  compayiies  are  trying  to  motivate 
employees  and  create  a  strong  identity  or  ''soul": 


As  part  of  a  cultural  overhaul, 
500  top  managers  are  listen- 
ing to  poet  David  Whyte  three 
days  a  month  for  a  year.  The 
goal  is  to  help  executives  be 
more  creative  by  thinking  dif- 
ferently about  their  company 
and  their  lives. 


An  outside  consultant  is 
coaching  managers  in  certain 
units  to  be  better  leaders  by 
helping  them  deflne  their  val- 
ues. AT&T  says  the  training 
has  helped  improve  employee 
attitudes  and  leadership 
skills. 


LOTUS  DEVELOPMENT! 


A  "soul"  committee  is  reexam- 
ining the  company's  manage- 
ment practices  and  values.  Its 
aim  is  to  build  a  strong  cul- 
ture and  use  Lotus  technology 
to  enhance  teamwork. 


The  medical  device  maker 
sees  its  "mission"  as  restorii 
people  to  full  health  and  us« 
that  to  motivate  workers  by 
appealing  to  their  desire  to  1 
part  of  something  bigger  tha 
themselves. 
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HE  ^now  that  we've  got  your  attention, 

may  we  interest  you  in  highlight  color  m  Company 


It's  hard  to  ignore  the  impact  of  color.  But  finding  intelligent,  productive  ways  to  integrate 
color  into  documents  has  never  been  easy.  Until  now.  Because  no  one  offers  you  a  wider  range 
of  solutions  than  Xerox.  Our  highlight  color  laser  printers  and  high-quality  network  copiers 
can  help  you  make  brochures  stand  out,  bills  get  noticed,  and  transparencies  light  up.  Using 
color  that  makes  you  more  productive  is  what  we  call  Intelligent  Color.  And  that's  one  idea  that 
gets  attention  no  matter  what  color  you  use.  To  learn  more,  call  I-800-.4SK-XEROX,  ext.  707. 
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The  Workplace 


the  Institute  for  the  Future  in  Menlo 
Park,  Calif.,  a  research  firm  that  fore- 
casts trends.  "We  think  the  issue  of 
meaning  is  going  to  be  more  and  more 
important  in  companies,"  researcher 
Robert  Johansen  told  a  recent  confer- 
ence of  human  resoui'ce  executives.  The 
institute  is  launching  a  study  of  compa- 
nies' efforts  to  help  post-downsizing  em- 
ployees find  meaning  in  work.  That 
could  help  companies  evaluate  whether 
they're  getting  any  results — something 
few  can  prove  thus  far. 
"POMPOUS  CLICHES."  Results  aside,  there 
is  no  denying  the  popularity  of  the  work 
and  spirituality  theme.  Consider  that  two 
new  books  on  the  subject,  Jesus  ceo  by 
Laurie  Beth  Jones,  and  Whyte's  The 
Heart  Aroused:  Poetry  and  the  Preserrva- 
tion  of  Soul  in  Coyjiorate  America,  ai"e 
on  business  best-seller  lists.  Still,  other 
successful  business  authors  ai'e  skepti- 
cal. "On  the  one  hand,  many  of  these 
books  seem  to  me  to  be  just  a  lot  of 
pompous  cliches  strung  one  after  an- 
other," says  Michael  Hammer,  co-author 
of  Reengineering  the  Corporation,  which 
put  reengineering  on  the  map.  "On  the 
other  hand,  they  clearly  speak  to  some- 
thing that's  bothering  people." 

The  notion  of  mixing  spuit  and  busi- 


ness is  suspect  at  its  core,  say  critics. 
Bluiring  the  line  between  spirited  and 
spiritual,  says  management  guru  Tom 
Peters,  gives  managers  too  much  en- 
tree into  employees'  personal  lives.  "The 
word  'spirituality'  says  that  you're' 
screwing  around  with  a  part  of  me  I 
don't  want  touched,"  says  Peters. 

Others  insist  that  the  only  way  to 
bring  spirituality  to  work  is  from  with- 
in—not by  having  companies  impose 
values  or  attribute  some  lai-ger  meaning 
to  their  jobs.  "I  woiry  that  companies 
will  make  spirit  the  program  of  the 
month  and  use  it  to  manipulate  people," 
says  Neal.  Some  employees,  especially 
those  who  are  devout,  say  they  resent 
having  anyone  in  the  office  talk  to  them 
about  spirituality. 

Of  course,  the  new  soul  movement 
hasn't  quite  caught  on  Kke  other  trends, 
such  as  total  quality  management.  Its 
most  vocal  proponents  ai"e  still  the  "New 
Age"  companies  that  live  off  their  aging- 
hippie  images.  Take  Tom's  of  Maine,  the 
maker  of  natm'al  personal-cai'e  products. 
Founded  in  1970  by  Thomas  M.  Chappell 
and  his  wife,  Kate,  the  Kennebunk  com- 
pany boasts  75  employees  and  sales  ap- 
proaching $20  million. 

As  Chappell,  a  Harvard  divinity 


school  graduate  tells  it,  the  compan; 
aim  is  "serving  oui'  customers  and  sei 
ing  oui-  community"  by  abiding  by  cf 
tain  values.  They  include  supporting  t' 
envu-onment,  as  well  as  treating  wo 
ers,  suppliers,  and  customers  with  i 
spect.  Tom's  also  encourages  employe 
to  donate  5%  of  their  time  to  volunte 
work  and  gives  10%  of  its  pretax  proi, 
to  charities — money,  Chappell  notes,  tl 
could  be  spent  on  advertising.  In  19! 
he  outlined  his  thinking  in  TJie  Soul  o 
Business:  Managing  for  Profit  atid  > 
Common  Good.  The  bestseller  has 
Chappell  a  leading  guina  of  soul  (tabl^ 
WHATEVER  WORKS.  More  mainstre; 
companies  are  using  spirituality  at 
way  to  prod  workers  and  inspire  man; 
ers,  but  they're  still  squeamish  abt 
admitting  it.  "Don't  quote  me  using  tl 
word,"  warns  Southwood  J.  Morcc 
CEO  of  Toledo-based  Dana  Corp.  Ma 
executives  use  such  words  as  "valu( 
and  "mission"  to  talk  about  motivat 
and  meaning  in  the  workplace. 

At  AT&T,  managers  don't  really  c; 
what  the  program  is  called,  as  long  a; 
seems  to  be  working.  Since  1990,  at 
units  have  refeiTed  hundreds  of  mid 
managers  to  Transpective  Business  C^ 
suiting  in  Wobui-n,  Mass.,  at  $1,65( 
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d.  The  program  is  intended  to  help 
lagers  be  more  effective  leaders  by 
ter  tuning  in  to  themselves  and  to 
oloyee  needs. 

throughout  the  grueling,  three-day 
rse,  leader  Philip  Massarsky  uses  vid- 

written  exercises,  and  poems  to  help 
ticipants  cut  through  their  inhibitions, 
then  has  them  vmte  up  a  plan  that 

help  them  live  by  their  values  at  the 
;e.  About  six  weeks  later,  they  return 
/Vobum  to  report  on  their  progress. 

Davis,  a  manager  at  at&t  Network 
terns,  says  that  after  one  year,  busi- 
s  and  engineering  managers  who 


went  through  the  course  showed  marked 
improvement  in  leadership  skills,  as 
measured  by  employee  sui'veys. 

Aerospace  giant  Boeing  is  also  re- 
thinking its  traditional  approach  to  busi- 
ness. In  February,  President  Philip  M. 
Condit  hired  Seattle  poet  Whyte  to 
speak  to  500  top  Boeing  managers  three 
days  a  month  as  part  of  an  intensive, 
year-long  executive  training  program. 
A  dynamic  speaker,  Whyte  doesn't  lec- 
tui"e  but  recites  dozens  of  stories  and 
poems,  including  some  of  his  own,  to 
help  bring  to  life  the  experience  and 
emotion  of  change.  One  American  In- 


dian story  he  frequently  uses  at  the 
start  of  a  talk  is  about  being  lost  in  the 
woods.  It  begins: 

Stand  still.  The  trees  ahead  and 
bushes  beside  you 

Are  not  lost. 

Wherever  you  are  is  called  Here. 
THE  JUICE.  Whyte  says  such  poems  help 
managers  and  other  employees  to  re- 
think their  daily  habits  and  assump- 
tions, thus  stirring  up  some  creative 
juices.  "All  the  companies  that  ai'e  ahve 
are  reaUzing  that  they  need  more  crea- 
tive, vital,  and  adaptable  workers,"  he 
says.  "All  that  creativity  and  vitality 
and  adaptability  resides  in  the  soul." 
One  senior  executive  with  20  years  at 
Boeing,  who  was  initially  skeptical  of 
Whyte,  is  now  a  convert.  "My  first  reac- 
tion was:  What  a  waste  of  time,"  he 
says.  "I  thought  to  myself,  what  could  a 
poet  possibly  contribute?"  But  the  exec- 
utive now  says  that  Whyte  "helped  us 
to  think  differently  than  we  ever  had 
before.  We  had  to  look  inside  ourselves." 

Giving  overloaded  managers  time  out 
to  contemplate  the  trees  will  probably 
make  them  better  workers — at  least  for 
a  while.  But  in  these  times  of  massive 
layoffs  and  global  pressures,  it  may  take 
more  than  a  little  poetry  to  raise  peo- 
ple's spiiits  over  the  long  haul. 

By  Michele  Galen  in  New  York,  with 
Karen  West  in  Seattle 


Gums  at  Work 


(VVID  WHYTE  The  Yorkshire-born  poet 
ole  The  Heart  Aroused:  Poetry  and  the 
eservation  of  the  Soul  in  Corporate 
%erica,  a  BW  best-seller.  A  powerful 
eaker,  Whyte  has  consulted  with  AT&T, 
eing,  and  Dana. 

lOflffAS  M.  CHAPPELL  The  founder 
Tom's  of  Maine  and  a  Harvard  divinity 
lool  graduate,  his  1993  best-seller,  The 
ul  of  a  Business,  helped  trigger  discus- 
in  about  values  and  meaning  at  work, 
's  now  a  sought-after  speaker  and  consul- 
it  who  uses  a  well-publicized  set  of  values 
market  and  run  his  business. 


JAMES  A.  AUTRY  The  former  presi- 
dent of  Meredith  Magazine  Group,  now  a 
poet,  author,  and  speaker,  urges  business 
leaders  to  tend  to  the  human  and  spiritual 
side  of  work  through  his  ruminations  in 
Love  &  Profit  and  Love  &  Work. 

TERRENCE  E.  DEAL  A  Vanderbilt  Uni- 
versity management  professor  and  best-sell- 
ing author,  he  was  one  of  the  first  to  write 
about  corporate  cultures.  He's  now  preach- 
ing the  importance  of  spirituality  in  his  new 
book,  Leading  With  Soul,  a  business  fable 
written  with  co-author  Lee  G.  Bolman. 
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NEITHER  RAIN  NOR  SLEET  NOR  HAIL  NOR  DEAD  OF  NIGHT  WILL  STOP  THE  STANLEY  "PREMIER"  GARAGE 
■■'^^^-'-''-'-''-^^-^^'^M       DOOR  OPENER  FROM  THE  SWIFT  COMPLETION  OF  ITS  APPOINTED  ROUNDS.  IT'S  SUPER-RELIABLE 
BECAUSE  IT  COUNTS  ON  A  MOTOROLA  CUSTOM  CHIP  TO  HANDLE  LIFE'S  UPS  AND  DOWNS.  FROM  HARDWARE  TO  PERSONAL  COMPUTERS, 
PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE. 


M)  MOTOROLA 

Semiconductor  Products  Sector 


Marketing 


RETAILING 


TRADER  JOE'S 
ATUNTIG  OVERTURES 

The  hottest  West  Coast  food  retailer  prepares  to  head  east 


^MJfippie  aye  oh — Trader  Joe's  is  com- 
W  ing  East,"  exclaims  Sherie  Wins- 
■  ton.  The  last  time  the  newsletter 
wi-iter  visited  the  quirky  Southern  Cali- 
fornia gi'ocer,  she  packed  an  extra  suit- 
case full  of  mocha-raspbeny  low-fat  muf- 
fins, smoked  bean  dip,  and  six  kinds  of 
salsa  to  lug  home  to  Washington,  D.  C. 

Imagine  a  cross  between  a  gourmet 
deli  and  a  discount  warehouse  club,  and 
you've  got  Trader  Joe's  Co.  Like  L.  L. 
Bean  Inc.  or  Ben  &  Jerry's  Homemade 
in  the  early  days.  Trader  Joe's  has  de- 
veloped a  cult  following — for  its  bar- 
gain wines,  upscale  private-label  foods, 
and  manufacturers'  close-outs.  "They 
are  the  fashion  leader  in  food  in  South- 
em  California,  and  they  are  damn  near 
without  competition,"  says  Noi-man  H. 


McMillan,  a  partner  in  retail  consultants 
McMillan-Doolittle  in  Chicago,  which 
doesn't  have  Trader  Joe's  as  a  client. 

Now,  the  28-year-old  chain,  with  out- 
lets from  San  Francisco  to  Phoenix,  is 
heading  east,  where  it  aims  to  open  50 
stores  in  five  years,  from  Boston  to 
Washington.  "It's  our  hope  to  be  on  the 
East  Coast  by  the  fall  of  '96,  but  we 
have  no  leases  signed,"  was  the  sole 
comment  from  Chainnan  and  ceo  John 
Shields,  a  foiTner  R.  H.  Macy  &  Co.  ex- 
ecutive. Since  1979,  Ti-ader  Joe's  has 
been  owned  by  Germany's  secretive  Al- 
brecht  family,  which  also  owns  an  esti- 
mated 4,500  Aldi's  deep-discount  food 
mai'kets  in  Em'ope  and  the  U.  S.  Trader 
Joe's,  which  has  almost  no  debt  and  al- 
ways pays  cash,  gets  its  funding  from 


the  Albrechts,  who  have  an  estim;; 
net  worth  of  more  than  $7  billion. 

Trader  Joe's  is  tremendously  pri; 
able,  industry  experts  say.  And  Shid? 
has  said  pubhcly  that  sales  more  t 
doubled  over  the  past  five  years,  to 
year's  $605  million;  same-store  si 
meanwhile,  have  consistently  growi 
more  than  10%  a  year.  By  locating 
tiny  stores — most  measure  fewer  t 
10,000  square  feet — away  from  pr 
retail  locations,  it  keeps  real  estate  c 
low.  Competitors  estimate  that  sale 
its  72  stores  average  $1,000  per  sqi 
foot  per  year,  double  that  of  conv 
tional  supermarkets  and  more  t 
triple  that  of  most  specialty  food  sto^ 
RARITIES.  Its  formula  is  no  secret||[ 
develops  or  imports  unusual  foods 
sale  under  the  Trader  Joe's  label- 
Trader  Giotto's  or  Joe-san's,  if  apt.  i 
it  leverages  its  volume  to  insure  it 
the  lowest  price.  For  example,  it's 
largest  retailer  of  brie  in  the  U.  S.- 
$3.99  per  pound,  a  dollar  less  than  n 
supermarkets.  It  keys  in  on  trends 
portant  to  its  young,  educated  cust 
ers:  Ahi  tuna  is  caught  without  n 
dried  apricots  ai'e  unsulfured — even  ja- 
nut  butter  cups  are  all  natural. 

The  store  is  fuU  of  bargains,  wines  ^ 
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pecially.  Buyers  taste 
more  than  8,000  sam- 
ples a  year.  It  also 
buys  other  food  pro- 
ducers' mistakes.  Just 
now,  customers  can 
<  up  a  pint  of  Ben  &  Jerry's  discon- 
jed  Banana  Walnut,  Cherry  Vanilla, 
3oconut  Almond  ice  cream  for  $1.49, 
■  the  normal  price.  Or  Danish  butter 
kies  packed  in  leftover  Beatrix  Pot- 
centennial  tins  for  $2.99. 
Ul  this  according  to  the  Fearless 
er,  Trader  Joe's  zany  24-page  news- 
er,  packed  with  product  trivia  and 


cartoons.  It  had  a  mailing  list  of  more 
than  800,000  until  rising  dehveiy  costs 
forced  the  company  to  distribute  it  in 
stores.  "I  wanted  it  to  be  a  mairiage  of 
Consumer  Reports  and  Mad  magazine," 
says  founder  Joe  Coulombe,  who  retii-ed 
in  1989.  The  cuiTent  issue,  for  exam- 
ple, asks  its  readers:  Why  buy  a  certain 
$;3.99  Cotes  du  Rhone  fi'om  T(-ader  Joe's, 
which  managed  to  secure  4,000  cases? 
Because  the  obscure  chateau's  vineyaixls 
extend  just  seven  acres  beyond  the  de- 
marcation line  for  the  more  famous 
Chateauneuf-du-Pape. 

"There's  veiy  little  unique  merchan- 


dising, and  this  is  unique," 
says  David  Nichol,  chaimian 
of  beverage  maker  Cott 
Corp.  While  president  of  Ca- 
nadian grocer  Loblaw  Cos., 
Nichol  copied  the  newsletter 
when  he  ci'eated  President's 
Choice,  now  a  $1  billion  pri- 
vate-label line.  "I  stole  the 
name  and  concept  of  Trader 
Joe's  Insider's  Report  [the 
original  name  of  Fearless 
Flyer]  for  President's 
Choice,"  he  says.  Two  years 
later,  flush  with  success, 
Nichol  bought  the  name 
from  Coulombe,  who  re- 
named the  Trader  Joe's  ver- 
sion. Adds  Nichol:  "It  is  safe 
to  say  that  President's  Choice  owes  the 
majority  of  its  success  to  Trader  Joe's." 

Will  the  CalifoiTiia  concept  transplant 
to  the  East  Coast?  Shields  will  have  to 
gi'apple  with  a  maze  of  differing  state 
laws,  particularly  those  governing  alco- 
hol. And  while  di-y  goods  can  be  tmcked 
east,  the  chain  will  have  to  line  up  sup- 
pliers for  products  such  as  baked 
goods — without  the  initial  volume  clout 
it  enjoys  back  home.  But  if  it  can  make 
the  move,  there's  sure  to  be  a  contin- 
gent of  California  expats  Hke  Winston 
eager  to  load  up  on  chic  food  bargains. 
By  Larry  Armstrong  in  Los  Angeles 
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TALK  ABOUT  THE  WRITE  STUFF.  THE  HEWLETT-PACKARD  LASERJET  5P  PRINTER  DELIVERS  HIGH  RESOLUTION 
AT  A  LOW  COST  LASER-QUICK.  WIRED  OR  WIRELESS.  IT  HANDLES  ALL  YOUR  BUSINESS  LIKE  NOBODY'S  BUSINESS, 
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The  Best  Product  Designs  of  the  Year 


In  the  '70s,  companies  wanted  design- 
ers to  provide  styling  for  theii'  pi'od- 
ucts.  In  the  '80s,  they  began  to  ask 
for  mechanical  engineering  as  well.  In 
the  '90s,  corporations  are  demanding  that  design  firms  deliv- 
er the  whole  shebang  in  product  development — user  reseaix-h, 
industrial  design,  mechanical  engineering,  rapid  prototyping, 
ergonomics,  softwai'e  interface  design,  gi-aphics,  packaging.  As 
the  1995  BUSINESS  WEEKyindustrial  Designers  Society  of 
America  annual  awards  show  (page  101),  a  few  even  de- 
mand global  capability — designing  products  that  sell  in  Asia 
and  Europe  as  well  as  the  U.  S. 

Changing  coiporate  needs  are  forcing  flamboyant  designers 
to  become  serious  business  people.  Design  fii-ms,  which  only 
yesterday  revolved  around  outsized  egos,  are  fast  becoming 
de  facto  extensions  of  the  coipoi-ate  world.  Whei-e  companies 
once  treated  designers  simply  as  creative  "talent,"  used  on  a 
shoit-term  basis,  they  ai'e  now  huing  design  firms  for  comple.x 
development  work  once  done  in-house. 


95  INDUSTRIAL  DESIGN  EXCELLENCE  AWARDS 


A  new  BUSINESS  WEEK/Industrial  I- 
signers  Society  of  .America  survey  of  % 
independent  design  consultancies  hijt 
lights  the  shift.  Big  corporations  increi^^ 
ingly  want  to  work  with  multiseivice  design  frnns  that  can|j 
moi-e  foi'  them.  Read  through  the  survey  returns:  "We 
moving  fi'om  a  single-project  approach  to  multiple  progral 
and  long-term  relationships  with  oiu-  clients,"  says  Fitch  Ik 
in  Columbus,  Ohio.  "We  are  more  integrated  into  the  rest 
oiu-  cMents'  woi'k,"  responded  New  York  City's  Smart  Desl 
Clients  have  a  need  for  speed,  too.  Again,  the  Bw/ir 
sm-vey:  "Clients  demand  shorter  product-development  sob 
ules,"  says  Volan  Design  Associates  of  Boulder,  Colo.  "Time 
market  is  it,"  says  Gvo  in  Palo  Alto,  Calif.  "Clients  w£ 
projects  done  7iow"  wiites  Lunar  Design,  also  in  Palo  Al 
All  of  this  is  pushing  industrial  desigTiers  into  the  role 
product  innovation  suppliers  to  Corporate  America.  They 
doing  soup-to-nuts  turnkey  projects  that  provide  clients  w 
new  products  or  entire  product  lines.  And,  for  a  select  few  ( 
sign  firms  at  the  top,  it  actually  means  selling  innovati 
methodology  itself.  "We  are  now  doing  then-  research,  app 
ing  theh'  core  technologies,  and  conceptualizing  futm-e  prodi; 
lines,"  says  Gianfi-anco  Zaccai,  president  of  Boston-based  I- 
sign  Continuum.  "Design  is  becoming  much  more  strategic 
lot  more  like  [management  consultant]  McKinsey." 

Big  management  consul-    

fancies  need  not  wor-  ^^^^flHHHHM^»;^^^t 
ry  about  competi- 
tion from  design 
houses  yet.  But 
design  shops 
are  clearly  be- 
coming more 
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formidable.  One  striking  ciiange: 
They  are  bulking  up  on  technology. 
Ten  years  ago,  a  pencil  and  a  $100 
drafting  table  were  all  the  tools 
ed  for  industrial  design.  Today,  it's  more  like  $50,000  to 
,000  per  person.  Workstations  from  Silicon  Graphics, 
lett-Packard,  and  Apple  Computer  have  replaced  the 
ing  table.  Sophisticated  thi-ee-dimensional-rendering  soft- 
i  now  substitutes  for  the  pencil. 

16  BW/iDSA  survey  shows  that  expenditures  for  technolo- 
re  doubling  and  tripling  every  year.  For 
iple,  if  Design  Edge  of 
;in   or  ideo 


Product  Development  of  Palo  Alto,    THE  RIGHT  TYPE 
Calif.,  do  a  turnkey  product-develop-  MICROSOFT'S 
ment  project  for  a  client,  they  might    KEYBOARD  HAS  A 
use  the  following:  Alias  3-D  surface  APPEARANCE 
software  ($90,000  for  the  software  and  workstation);  an  iris 
high-resolution  color  printer  ($100,000);  Pi-o-Engineer  software 
that  simulates  the  physical  properties  of  the  product  ($70,000 
for  a  workstation  and  software);  software  for  mold-flow  anal- 
ysis that  allows  data  to  be  shipped  to  rapid  prototyping 
CAMAX  machines  ($50,000)  that  intei-jiret  the  infomiation  for 
the  milling  machines  ($200,000). 

Design  is  suddenly  capital-intensive,  and  not  every  de- 
sign boutique  can  scrape  up  that  kind  of  money.  Which  is  why 
a  shakeup  is  consolidating  the  industiy.  At  the  top  are  a 
few  firms,  such  as  ideo  and  Fitch,  that  offer  full-service, 
global  product  development  and  consulting.  These  compa- 
nies, with  about  200  employees  each,  are  among  the  biggest 
design  fuTns  in  the  world.  Their  revenues,  workforce,  and 
spending  on  technology  are  rising  at  neai-  double-digit  rates  at 
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Annual  Design  Awards 


Winners  for  1995 

Here  are  nmny  of  the  design  fi  rms  and 
corporations  whose  products  won  Industrial  Design 
Excellence  Awards  in  1995: 


SAFE  AND  SEXY  a  time  when  much 

BELL'S  BIKE  HELMET  of  the  design  in- 
PROTECTS— AND  dustrv  is  shiinking. 

FLATTERS— THE  HEAD  .  . 

A  pnme  exam- 
ple of  designer-cum-consultant,  ideo  now 
creates  combined  teams  with  its  corporate 
clients.  As  they  work  on  a  particular  prod- 
uct, the  IDEO  employees  also  teach  the 
client's  workers  the  methodology  of  product 
innovation.  At  ideo  University,  designers 
from  Samsung  Group  and  other  clients  also 
take  courses  on  user  research,  rapid  proto- 
typing, and  other  design  subjects,  ideo  has  a 
number  of  such  relationships — with  Steel- 
case,  Japan's  NEC,  and  at&t.  "We  leave  oiu- 
clients  with  a  new  culture,  not  just  a  new 
product,"  says  David  Kelley,  president  of 
IDEO.  "We  work  together  on  projects,  but  the  goal  is  to  pass 
on  the  process.  It's  strategic." 

There's  still  a  healthy  business,  however,  for  midsize  shops 
that  simply  deUver  the  goods.  These  finns,  with  30  to  50 
people  each,  include  so  Hausei-  m  ('ala- 
basas,  Calif.;  Lunai"  Design 


in  Palo  Alto,  Calif.; 
Design  in  Portland, 
Group  Four  in  A 
Conn.;  frogdesign 
Sunnyvale  View,  ( 
and  Herbst  Lazar 
in  Chicago.  They 
to  specialize  in  cei 
industries — SG  Ha 
emphasizes  medicaL 
computers.  Sundb 
Ferar  in  Chicago, 
27  people,  has  one  n 
client — Whirlpool  1 
more,  with  whom 
linked  digitally. 

For  smaller  de 
shops,  it's  a  race 
niches.  Makers  of 
sumer  products- 
cially  in  Asia,  w. 
many  gadgets  are 
made — don't  need 
prototyping  or  sopl- 
cated  software. 
Taiwanese,  Korean, 
Chinese  companies 
ing  to  move  away  : 
simply  building  coi 
nents  and  appliance! 
others  to  sell,  this  kind  of  business  is  growing  fast. 

At  the  top  end  of  the  business,  however,  the  tren 
clear:  The  biggest  design  fiiTns  are  shifting  to  a  professi( 
services  model,  a  la  Booz,  Allen  &  Hamilton  Inc.  or  Ande 
Consulting.  Instead  of  charging  time  and  materials  per 
they  are  beginning  to  enter  retainer  relationships,  playi 
major  role  in  helping  clients  plot  overall  product  stratej 
Will  the  trend  bode  well  for  the  design  industry?  Well 
spite  the  pain  of  consolidation,  the  results  of  the  In 
Designers  Society  of  America  awards,  sponsi 
'  BUSINESS  WEEK,  indicate  that  some  truly  tei 
work  is  being  executed.  There  were  150  Indu 
al  Design  Excellence  Award  winners,  twice 
number  of  1994.  Some  33  golds,  56  sih 
and  61  bronzes  went  to  corporate  and  i 
pendent  design  ftnns. 
A  number  of  patterns  emerged  du 
the  awards  process.  The  most  import 
Borders  between  kinds  of  products  are  fa 
quickly,  thanks  to  the  evolution  of  digital  t 
nology.  The  most  obvious:  the  blur 
RUGGED  between  consumer  prod 

JEEP  PORTABLE  and  computers.  With  its  ergonomi( 
STEREO  SYSTEM        designed  curves,  Microsoft  Corp.'s 


1  DESIGN  FIRMS 

AWARDS 

GOLD 

SILVER 

BRONZE 

TOTAL 

IDEO 

2 

3 

3 

8 

'  DESIGN  CONTINUUM 

1 

3 

4 

8 

ZIBA  DESIGN 

2 

2 

4 

FITCH 

2 

1 

3 

ION 

3 

3 

DESIGN  EDGE 

1 

1 

2 

JOSS  DESIGN 

1 

1 

2 

PRODUCT  INSIGHT 

1 

1 

2 

RKS  DESIGN 

1 

1 

2 

ROBERT  LUCHETTI 

1 

1 

2 

THOMAS  NEWHOUSE 

2 

2 

CORPORATIONS 

AT&T 

2 

1 

1 

4 

THOMSON  CONSUMER 
ELECTRONICS 

1 

3 

4 

APPLE 

1 

2 

3 

BLACK  &  DECKER 

2 

1 

3 

CHRYSLER 

2 

1 

3 

BELL  SPORTS 

1 

2 

3 

HERMAN  MILLER 

3 

3 

MICROSOFT 

2 

1 

3 

CROWN  EQUIPMENT 

2 

2 

3M 

1 

1 

2 

BECTON  DICKINSON 

1 

1 

2 

CIBA  CORNING 

1 

1 

2 

DIGITAL  EQUIPMENT 

1 

1 

2 

HASBRO/PLAYSKOOL 

1 

1 

2 

IBM 

1 

1 

2 

DATA:  INDUSTRIAL  DESIGNERS  SOCIETY  OF  AMERICA 
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...And  Over  the  Last  Decade 

It  takes  special  talent  to  win  year  after  year  Here 
are  some  of  the  very  best  in  recent  years. 


natural  key- 
board, a  silver 
winner,  looks 
more  like  an 
appliance  than 
a  computer. 
The  boundary  between 
the  office  and  the  home  office  is  fad- 
too.  With  so  many  people  working  at  home  or  taking 
k  home,  there  is  growing  demand  for  comfortable  fumi- 
that  can  be  used  in  either  place.  The  Herman  Miller 
3n  chair,  which  won 
ilver,  is  not  only 
itiful  but  great  on 
back. 

he  final  border  to 
ppear  is  in  the 
ical  field.  The  ster- 
metal  look  is  out. 

Denver  Instru- 
ts  Microcentrifuge, 
ted  by  Design 
tinuum,  has  soft 
les  and  colors  mak- 
it  appear  friendly. 
)ok  a  gold, 
oncept  designs 
3  big.  Chrysler 
).'s  curvaceous  At- 
c  concept  car  hark- 
back  to  the  '30s, 
era  of  Bugattis.  A 
'd-crystal-display 
in  by  Design  Edge 

a  gold  as  a  con- 
.  It  is  being  trans- 
led  into  a  product 
g  built  in  Taiwan. 

was  a  great  year 


DESIGN  FIRMS 

1980-94 

1995 

TOTAL 

IDEO 

28 

8 

36 

ZIBA  DESIGN 

23 

4 

27 

FITCH 

19 

3 

22 

FROGDESIGN 

20 

1 

21 

DESIGN  CONTINUUM 

11 

8 

19 

LUNAR  DESIGN 

16 

1 

17 

SG  HAUSER 

13 

1 

14 

AMBASZ  DESIGN 

11 

1 

12 

GROUP  FOUR 

10 

1 

11 

HENRY  DREYFUSS 

8 

1 

9 

CORPORATIONS 

AT&T 

20 

4 

24 

GENERAL  MOTORS 

20 

1 

21 

STEELCASE 

17 

1 

18 

APPLE 

14 

3 

17 

IBM 

14 

2 

16 

HERMAN  MILLER 

11 

3 

14 

CHRYSLER 

10 

3 

13 

BLACK  &  DECKER 

7 

3 

10 

DIGITAL  EQUIPMENT 

7 

2 

9 

FISHER-PRICE 

7 

1 

8 

KNOLL  GROUP 

7 

1 

8 

MICROSOFT 

5 

3 

8 

TEXAS  INSTRUMENTS 

8 

0 

8 

THOMSON  CONSUMER 
ELECTRONICS 

4 

4 

8 

DATA:  INDUSTRIAL  DESIGNERS  SOCIETY  OF  AMERICA 

for  consumer  products,  too.  For  AHEAD-SPINNER 
sheer  beauty,  there  is  little  to  com-    FLASHCAST  SP  2000 
pare  to  the  silver-medal-winning    INTEGRATED  SPIN 

Flashcast  SP  2000  Spin  Reel.  Cost?  ^^^^ 
Only  $39.95.  The  Jeep  portable  stereo  was  the  darhng  of 
the  IDEA  jurors:  They  loved  its  rugged,  retro,  ammo-box 
look,  with  toggles  instead  of  touch-sensitive  membranes.  The 
Bell  mountain  bike  helmet  is  pure  excitement. 

In  software,  this  was  the  year  for  cd-roms.  The  Cartoon 
History  of  the  World,  by  Human  Code,  took  a  silver,  as  did 
Microsoft's  Encarta — both  for  their  user  interfaces. 

There  were  also  some  serious  business  les- 
sons to  be  taken  from  this  year's  contest. 
Despite  its  great  bottom-hne  power,  design 
can't  compensate  for  the  wrong  pricing  strat- 
egy or  the  wrong  technology.  One  badly  posi- 
tioned gold-medal-winning  product  went  out 
of  production  shortly  after  taking  the  award. 

In  the  following  pages,  business  week 
presents  some  highlights  of  the  1995  compe- 
tition. The  IDSA  jury  that  decided  on  the 
awai'd  was  composed  of  eight  designers,  who 
sifted  through  766  en- 

BAP!  LEARN! 

HUMAN  CODE'S 
CARTOON  HISTORY 
OF  THE  UNIVERSE 


trants.  Now,  a  few 
choice  selections . . . 
By  Bruce  Nussbaum 
in  New  York 
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SOFA  SPUDS  NEVER 
HAD  IT  SO  GOOD 

THOMSON  CONSUMER  ELECTRONICS  PROSCAN 
DESIGNER:  THOMSON  CONSUMER  ELECTRONICS 


Thomson  Consumer  Elec- 
tronics Inc.  has  become 
a  famihar  name  among  the 
winners  of  the  Industrial  De- 
sign Excellence  Awards  com- 
petition, and  this  year  is  no 
exception.  Under  the  guid- 
ance of  Louis  E.  Lenzi,  gen- 
eral manager  of  design  for 
Thomson,  it  garnei'ed  four 
medals  this  year,  tying  AT&T 
for  top  honors. 

Nothing  illus- 
trates Thomson's 
commitment  to 
good  design  better 
than  its  ProScan 
big-TV  line.  This 
year,  Lenzi's  team 
focused  on  making 
these  increasingly 
sophisticated  tele- 
vision sets  easy  to 
use.  They  began 
by  improving  the 
item  consumers 
pick  up  first  after 
they  uncrate  their 
TV — the  manual, 
normally  written 
in  either  Japanese- 
English  or  techno- 
English.  Thomson  assembled 
a  team  of  cognitive  psycholo- 
gists, creative  writers,  and 
engineers  to  write  a  new 
guidebook,  one  that  would 
encourage  users  to  noodle 
around     with  ProScan's 
features. 

The  centerpiece  of  Thom- 
son's customer-friendly  effort 
is   a  graphical  user 
interface  with  icons 
similar  to  those  normally 
found  on  a  PC.  Selecting  the 


gTaphic  guides  with  the  re- 
mote control,  viewers  can 
perform  dozens  of  tasks. 
They  can  change  picture 
quality,  program  personal 
viewing  menus,  and  get  an- 
swers to  vexing  questions. 
For  guidance,  there's  Nipper, 
the  venerable  canine  mascot 
of     RCA,  which 


Thomson  bought  several 
years  ago.  Nipper  pops  up 
to  offer  "little  asides  that 
help  with  a  task,"  says  Len- 
zi, who  heads  the  65-mem- 
ber  team  that  created  the 
second  generation  of  the 
ProScan  product  line. 

Lenzi  and  his  team  also 
outlawed  compli- 
cated remote  B  R  O 
controls.  ProScan's  remote 
sports  only  eight  buttons, 
compared  to  the  40-plus 
found  on  an  average  remote. 
It  controls  power,  channel- 
changing,  and  volume,  plus 
the  on-screen 
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gi'aphic  menu.  It's  shapei 
rest  easily  in  the  palm,  ai 
novation  based  on  sugj 
tions  from  the  100  pros] 
tive  customers  Thon; 
intemewed.  Better  yet,  it 
erates  using  point-and-se 
from  on-screen  icons,  mal 
life  easier  for  the  dedici 
couch  potato 
N  Z  E  Thomson 
signed  the  ProScan  ' 
which  retail  for  $449  f( 
20-inch  set  to  $8,500  for 
monsters,  around  the  la 
electronics,  too.  A  nearly 
screen — built  using  a  sp( 
steel  alloy  to  prevent 
ugly  brown  blistei 
that  wrecks  flat-] 
el  pictures — deli^ 
movie-sci'een  quj 
on  all  models.  N 
inch  tubes,  rat 
than  standard 
en-inch,  allow 
80-inch  projectior 
to  produce  excel 
visuals. 

However,  the  j 
was  most  imprei 
by  the  team's  effi 
to  consider  the 
man  factor.  "T. 
worked  really  h 
at  making  it 
for  the  customei 
use,"  says  Elizab 
Powell,  a  vice-pr 
dent  of  design 
Sony  Signatui'es, 
icensing  and  nr 
chandising   arm    of  St 
Corp.  In  fact,  Powell 
knowledges  that  Thom, 
has  consistently  imprc 
the  styling  and  quality 
RCA  products  since  buy 
the  operation  ft-om  Gem 
Electric  Co.  in  1988.  Con 
from  a  Sony  designer,  th 
a  serious  complimei 
ll^^^    By  Kevin  K> 
l^^^F  in  Chic 


.  Walnut  Creek 
k(Calif.)  parking 
might  seem  like 
unlikely  spot  to 
npse  the  future. 
:  it's  where  the 
d-medal-winning 
igners  at  ideo  are 
ting  a  futuristic 
1.    Next    to  a 
fhtly  lit  aluminum 
5k    are  several 
king  spaces,  each 
which  sports  a 
•k  black-and-blue 
itricity-charging 
;ion.    Palo  Alto 
lif.)-based  ideo 
eves  this  is  the 
:e  where  an  ac- 
,  middle-aged 
nan  named  Kilo 
ht  someday  rou- 
ly  pull  in,  pay  at 
kiosk   with  a 
lit  or  ATM  card, 
f  a  lightweight 
tic-covered  induc- 
paddle  charger 
her  electric  ve- 
?  and,  returning 
r  a  couple  hours 
lopping,  drive  off 
the  sunset. 
he  Kilo  character 
)art  of  one  of 
y  scenarios  that 
I  designers  creat- 
to    wow  both 
lughes  and  the  idsa  de- 
judges  with  their  elec- 
vehicle-charging  station. 
I  e  1991,  IDEO  has  worked 
I  Hughes  on  a  project  to 
j  ess  the  daunting  infra- 
i  ;ture  needs  that  a  shift 
j  ectric  vehicles  will  require.  Because  electric  cars  can  still 
ij  travel  100  to  150  miles  on  a  full  charge,  ideo  realized 
1  "filling  up"  will  have  to  be  incorporated 
ij  the  driver's  everyday  life.  In  addition  to  a 
i  overnight  charge  in  your  garage,  you'll  «>  -> 

ble  to  top  off  in  parking  lots,  convenience  stores,  shop- 
i|  malls,  etc.,  throughout  the  day,  ideo  figures. 
I  Jman-factors  experts  at  ideo  started  by  doing  some  re- 


client 


A  JUICE  BAR  FOR 
THE  ELECTRIC  CAR 

GM/HUGHES  ELECTRIC  VEHICLE  CHARGING  STATION 
DESIGNER:  IDEO 


search:  They  created 
several  categories  of 
people  and  gave  them 
names,  families,  per- 
sonalities, political  be- 
liefs, even  hobbies 
and  pets.  As  they 
considered  various 
scenarios,  they  quick- 
ly realized  that  the 
technology  of  getting 
the  electricity  into 
the  car  was  the  easy 
part.  Dick  A.  Bow- 
man, manager  of  elec- 
tric vehicle  infrastruc- 
ture at  Hughes,  says 
the  crux  of  the  mat- 
ter became  creating  a 
station  that  was  "un- 
attended, intuitive, 
and  nonthreatening." 
It  was  not  merely  a 
question  of  technolo- 
gy, it  was  one  of  so- 
cial adaptation  to  new 
technology.  That 
meant  handling  issues 
as  diverse  as  gi-affiti, 
fears  of  getting 
shocked,  inclement 
weather,  and  the  safe- 
ty of,  say,  a  woman 
taking  out  her  wallet 
in  an  unattended  lot. 

The  scenario  exer- 
cises "opened  our 
eyes  to  all  kinds  of 
concepts  we  never  thought 
about,"  says  Bowman.  The 
multifaceted  design  of  the 
station  speaks  to  many  of 
them:  If  a  vandal  tries  to 
snip  a  power  cable,  for  ex- 
ample, special  imbedded  sen- 
sors are  triggered  and  cut  off 
the  juice  before  anyone  is  fiied.  The  kiosk's  odd  shape  offers 
protection  from  rain — and  provides  space  for  advertising. 

Says  IDEO  designer  Peter  Skillman,  who,  with 
another  designer,  Mark  Biosotti,  handled  much 
O  of  the  hardware  design:  "No  paradigm  existed 

for  this — so  we  defined  it."  Welcome  to  the  new  world  of 
product  design. 

By  Jocm  O'C.  Hamilton  in  Walnut  Creek,  Calif. 
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KEEP  IN  TOUCH,  AND 
KEEP  YOUR  SPACE 


PERSONAL  HARBOR  WORKSPACE 
DESIGNER:  STEELCASE 


Nice  Conestoga  you've  got 
there.  Dave  Lathrop, 
Steelcase  Inc.  project  leader, 
compares  the  company's  Per- 
sonal Harbor  Workspace  to 
the   wagons   that  trekked 


across  the  West  to  California 
and  Oregon  a  hundred-plus 
years  ago.  Each  individual 
Conestoga  in  the  wagon  train 
provided  privacy  for  a  family, 
but  at   nieiit   the  wauniis 


would  encircle  the  campsite, 
allowing  the  families  to  team 
up  for  protection  while  they 
ate  and  rested.  So,  too,  does 
the  Personal  Hai'bor  act  as 
an  individual  workstation  that 
surrounds  and  supports  a 
common  area, 
this    time    for  G  O 

work. 

It's  a  good  analogy,  except 
this  is  no  ordinary  wagon 
train.  The  Personal  Harbor 
brims  with  cutting-edge  de- 


FURNITURE 


sign  ideas.  When  closed  n 
sliding  curved  door  ' 
frosted-glass  windows,  ^ 
complete  visual,  acousta 
and  tenitoiial  privacy.  It 
tains  48  square  feet,  i: 
inches  high,  and  comes  w 
partial  cei 
L   D  Two  work 

faces,  one  stationary  and 
other  mobile,  are  the  1 
points  of  the  space.  A  tc 
of  shelves  provides  addit: 
book  and  binder  storage. 
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'o  keep  clutter  off  the 
•k  suifaces,  the  telephone, 
Ives,  drawers,  and  finger- 
filing  system  are  vertical- 
itacked  in  what  is  aptly 
3d  a  totem.  A  control  pan- 
its  the  individual  employ- 
idjust  lighting  and  ventUa- 
.  The  unit  has  a  special 
fe  for  accessories  such  as 
s,  paper  clips,  and  coffee 
5,  and  one  part  of  the  wall 
,  floor-to-ceiling  marker 
rd.  Optional:  an  audio 


package  that  includes  a  CD 
player  with  wii-eless  headset. 
The  price,  depending  on  op- 
tions, is  $5,000  to  $7,000  per 
unit,  a  bit  higher  than  com- 
peting prefab  workspaces. 

The  space  in  front  of  the 
Personal  Harbors,  quaintly 
called  the  ft'ont  porch,  allows 
workers  to  expand  their  indi- 
vidual activities — temporari- 
ly or  long  term— by  using 
carts,  mobile  tables,  guest 
chairs,  cabinets,  or  screens. 

The  designers  at  Steelcase, 
based  in  Grand  Rapids,  won 
a  Gold  Award  not  just  for 
Personal  Harbor's  aesthetics, 
but  for  the  way  the  product 
accommodates  the  changes  in 
the  way  people  work.  Teams 
are  becoming  a  mainstay  of 
the  work  environment,  and  a 
gi'oup  of  Personal  Harbors, 
combined  with  a  common 
area  including  a  large  table 
and  chairs,  easily  lets  people 
think  together  or  alone.  Steel- 
case  designers  say  workers 
can  create  the  environment 
that  works  for  them. 

Lisa  Smith  of  SmithCho- 
roros,  a  New  York  product 
designer  and  a  judge  in  the 
competition,  says  the  work- 
station "serves  the  office  in 
a  beautiful  way.  People  can 
work  in  a  group  or  go  off 
into  personal  space." 

Designers  spent  four  years 
I'esearching  the  changing  na- 
ture of  office  work  and  build- 
ing models  before  developing 
the  product.  Steelcase  boasts 
that  one  customer — Hybri- 
tech  Inc.,  a  San  Diego  bio- 
technology fiiTn — cut  the  time 
it  takes  to  bring  a  new  prod- 
uct to  market  from  14  to  4 
months  after  its  engineers 
started  working  in  Personal 
Harbors.  Who  said  you  can't 
build  a  better  wagon  train? 
By  Marti  Benedetti  in  Detroit 


SHARE  AND  SHARE 
ONLINE 

HEWLETT-PACKARD  OMNISHARE 
DESIGNER:  HEWLETT-PACKARD 

NO  sooner  had  Hewlett-Packard  Co.'s  OmniShare,  an  inter- 
active document-conferencing  product,  won  a  gold  de- 
sign awaixl  than  bad  news  came.  Pascal  Baudot,  the  Grenoble, 
France-based  designer,  got  a  call  from  hp  headquarters:  After 
eight  months  on  the  market,  the  machine  would  be  discontin- 
ued on  June  1.  The  reason?  Poor  sales.  OmniShare's  price 
tag — $1,500  after  steep  discounts — apparently  turned  off  cus- 
tomers. It  was  an  example  of  price  defeating  design  excellence. 

CuiTent  alternatives  to  the  problem  of  hashing  over  docu- 
ments with  far-flung  chents  are 

pretty  clunky.  You  can  try  to  de-  HHHSS^QQI^HHili 

scribe  changes  over  the  phone  or  GOLD 
trade  an  endless  stream  of  faxes.  Personal-computer  soft- 
wai'e  progi'ams  such  as  Intel  Pi-oShare  and  Lotus  Notes  allow 
documents  to  be  shared  on  each  pereon's  screen,  but  they  can 
be  clumsy  and  can  require  a  special  phone  line. 

By  contrast,  OmniShare  makes  sharing  documents  a  snap. 
The  machine  hooks  up  between  a  phone  and  a  phone  line.  Two 
colleagues  thousands  of  miles  apart  use  pen  pointers  to  bring 
up  files  loaded  from  a  fax  or  PC,  move  them  around,  and  anno- 
tate them.  They  can  see  each  other's  changes  instantly. 

When  HP  started  the  OmniShare  project  in  1992,  research 
indicated  that  many  architects,  lawyers,  and  other  traveling 
pros  didn't  use  PCs.  That  has  changed.  Says  analyst  Jeffi^ey 
Henning  of  market  watcher  bis  Strategic  Decisions:  "The  fu- 
tui"e  of  document  conferencing  is  softwai'e."  Even  without  the 
OmniShare  hardware,  hp  plans  to  be  there.  OmniShare's 
ideas  will  live  on  in  future  PC  software,  hp  says.  That  may  not 
win  a  design  award,  but  it  might  win  more  customers. 

By  Robert  D.  Hof  in  San  Francisco 
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THIS  LAPTOP  RUNS 
CROSS-COUNTRY 


DELL  LATITUDE  XP  FAMILY 
DESIGNER:  DELL  COMPUTER 

Fi-esh  ffom  glory  as  chief 
designer  of  Apple  Com- 
puter Inc.'s  PowerBook  lap- 
top PC,  John  K.  Medica's  fii'st 
move  with  Dell  Computer 
Corp.  in  early  1993  was  a  po- 
tential career-buster.  Medica 
persuaded  ceo  Michael  Dell 
to  scrap  all  the  company's  ex- 
isting laptop  blueprints  and 
start  from  scratch.  Already 
way  behind  in  the  notebook 
business,  Dell  would  suffer 
$20  million  in  write-offs 
with  the  move.  Worse,  it  |i 
would  mean  placing  a  g 
huge  bet  on  a  single 
premium  model  to  res- 
uiTect  Dell's  tarnished 
name. 

After  taking  an  ex- 
tra six  months  to  re- 
search customer 
needs,  Medica's  team 
unveiled  the  Lati- 
tude XP  last  August 
to  rave  reviews 
Combining  indus- 
try-leading bat- 
tery-life technolo- 


gy with  sleek  ergonomics,  Dell 
sold  some  34,000  Latitudes  in 
the  fourth  quarter — equal  to 
its  entire  1993  laptop  sales. 
The  main 

reason  for  the   

success:  design-  S  I  L 
ing  around  the  latest  batteiy 
technology.  In  seaix-h  of  a  ma- 
chine that  could  keep  going- 
through  an  entire  coast-to- 
coast  flight,  Medica  poured 
resources  into  a  jiartnershi]) 


BUSINESS  &  INDUSTRIAL 
PRODUCTS 


with  Sony  Corp.,  his  old  man- 
ufacturing partner  for  the 
Apple  PowerBook.  The  plan: 
to  adapt  the  lithium  ion  bat- 
teries used  in  camcordei's  for 
the  PC  market.  This  required 
lots  of  special  circuitry  and 
software  fi'om  Dell.  But  the 
effort  paid  off  in  spades.  PC 
rivals  such  as  Toshiba  Corp. 
ai'e  only  now  introducing  fuU- 
featui'e  notebooks  with  lithi- 
um ion  batter- 
ies, which  give 
V  E  R  from  five  to 
eight  hours  of  use  between 
charges. 

The  team  also  used  re- 
search to  improve  the  out- 
side of  the  box.  Studies 
showed  that  people  don't  al- 


ways hold  their  notebook 
the  same  way — so  the  de> 
ers  created  oversized  mi-i 
buttons  around  a  centralljfc 
cated  trackball,  a  setup  : 
had  been  introduced  by 
PowerBook.  And  rather  t 
easy-to-break  flaps  for 
batteiy  and  removable  h- 
drive  slots,  designers  l 
tached  covers  to  these 
ripherals.  Snap  them  in 
the  job's  done;  there's  no  ; 
to  close. 

Because  some  of  Dell's 
lier  machines  suffered  f 
quality  problems,  desigi 
went  all  out  for  reliab: 
and  durability.  The  Latitit 
has  a  conventional  l-i 
thick  plastic  enclosui'e  r 
er  than  one  made  f 
^ihI    thinner  new  mater 
*    and  it  has  beefec 
linges    to  hold 
-creen  in  place. 
DeU's  gamble  appi 
to  have  paid  off. 
company  had  b 
fii'st-quarter  earn , 
results  and  the 
notebooks  were  ji 
of  sales.  Design 
the  right  techn 
gy  and  price  eq 
success. 
By  Peter  Bun 
in  Dallas 
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VAN  FOR 
LL  SEASONS 

YSLER  DODGE  CARAVAN  &  PLYMOUTH  VOYAGER 
IGNER:  CHRYSLER  DESIGN  STAFF 

hrysler  Corp.'s  minivans  have  become  something  of  an 
American  icon.  With  4.5  million  on  the  road,  these  utUitar- 
family-haulers  are  a  quintessential  part  of  suburban  life, 
:  kind  of  resounding  success  is  tough  to  improve  on. 
,  all  too  often,  designers  overreach  and  mess  up  a  good 
y  in  their  attempts  to  do  so. 

fie  all-new  minivan,  though,  is  neai'ly  as  much  jByffjfPgilflg^ 
breakthrough  as  the  boxy  original  that  rolled  G  O 

in  1983.  Chrysler's  designers  and  engineers  markedly 
■oved  the  utility  of  the  new  vans  while  at  the  same  time 
ing  them  sleekly  stylish.  Most  sui-prising,  perhaps,  they 
were  able  to  capture  the  road  manners  of  a  sedan, 
'sler  has  "achieved  a  real  coup,  pushing  the  design  bench- 
<.  even  higher,"  says  Charles  L.  Jones,  head  of  design  at 
)x  Corp.  and  an  idea  judge. 

bove  all,  however,  minivans  exist  to  haul  people  and 
■  toys,  tools,  or  materials.  As  such,  the  more  room  they 
inside,  the  more  useful  they  are.  Through  clever  use  of 
e,  Chrysler  engineers  significantly  increased  the  new 
interior  area — by  more  than  30% — without  making 
1  much  bigger  on  the  outside.  The  new  short-wheelbase 
ion  is  roomier  inside  than  the  old  long-wheelbase  model, 
h  is  nearly  a  foot  longer.  Chrysler  achieved  this  feat  by 


extending  the  windsliield  farther  fonvard,  pushing  the  wheels 
toward  the  bumpers,  and  adding  a  few  inches  to  width  and 
length.  The  door  sills  are  1.5  inches  lower,  making  it  easier  to 
climb  in  and  out. 

Compared  with  the  old  vans,  the  new  models  make  a 
quantum  leap  in  styUng,  too.  Chrysler  designers  transformed 
what  had  been  essentially  a  box  on  wheels  into  a  more  round- 
ed, pleasing  shape.  The  body's  sculpted  blend  of  a  carlike 
front  end  and  cargo  rear  is  deftly  executed.  The  wheels' 
broad  track  lend  a  stable  look.  The  van's  new  shape  has  util- 
itarian pluses,  too:  The  windshield,  which  is  four  inches  low- 
er, offers  better  visibility,  while  smoother  lines  r-educe  wind 
noise  and  boost  fuel  efficiency. 

Thoughtful  details  are  everywhere.  There's  an  optional 
sliding  door  on  the  left  side,  so  drivers  no  longer 
need  to  run  around  the  car  to  get  kids  or  gear 


L  D 

out  of  the  back.  On  both  doors,  designers  deftly  hid  the  slid- 
ing track  in  the  seam  where  steel  meets  window  glass.  Inside, 
the  rear  bench  seat  has  tiny  wheels  that  fold  down  like  air- 
plane landing  gear.  That  makes  it  easy  to  roll  the  seats  out 
the  back  and  across  the  garage  floor  to  make  room  for  more 
cargo.  Better  yet,  now  a  four-by-eight  sheet  of  plywood  fits 
neatly  on  top  of  the  folded  rear  seatbacks.  You  don't  have  to 
yank  out  two  rows  of  seats. 

It's  hard  to  successfully  rethink  a  rimaway  success  like  the 
original  minivan,  but  Chrysler  has  pulled  it  off.  The  company 
has  given  its  customers  a  whole  lot  more  van — for  about  the 
same  price.  The  cheapest  Plymouth  and  Dodge  minivans  will 
start  at  around  $16,000  and  the  most  deluxe  Chrysler  Town  & 
Country  will  start  at  $30,000. 

By  David  Woodruff  in  Detroit 
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GOOD  DESIGN 
CAN'T  DO  IT  ALL 

MCRIDIA  INTEGRATED  MULTIMEDIA  COMPUTER 
DESIGNER:  ZIBA  DESIGN 


ade  in  Taiwan":  A  lot 
of  personal  computers 


are.  But  innovative  design? 
Hardly  Taiwan's  forte.  Yet 
this  year,  one  of  idsa's 
awards  goes  to  an  all-in-one 
multimedia  computer  made  in 
Taiwan. 

This  product  was  a  re- 
sponse to  the  bind  many  of 
Taiwan's  high-tech  companies 
find  themselves  in.  They've 
thiived  by  manufactiuing  oth- 
er people's  computer  boards 
and  peripherals.  But  labor  is 
no  longer  cheap  in  Taiwan, 
and  many  factories  are  mov- 
ing to  lower-cost  sites  in  Chi- 
na, Malaysia,  or  Thailand.  At 
the  same  time,  the  lucrative 
parts  of  the  business — mar- 


keting, software,  service,  de- 
velopment, and  design — are 
controlled  by  companies  in 
the  U.  S.,  Europe,  and  Japan. 
If  it  wants  to  stay  in  the 
computer  game,  Taiwan  has 
only  one  option:  start  design- 
ing and  marketing  its  own 
computers.  But  how  can 
a  plethora  of 
small  companies 
afford  such  an  B  R  O 
expensive  strategy? 

About  18  months  ago, 
George  Chou,  a  director  of 
the  Taipei  Computer  Assn., 
came  up  with  an  answer:  an 
alhance  of  Taiwan  peripheral 
makers  producing  a  single 
system  with  a  coherent 
brand  image.  Chou  brought 


together  six  companies:  two 
monitor  makers,  a  keyboard 
maker,  a  builder  of  PC  moth- 
erboards, a  disk-drive  mak- 
er, and  a  producer  of  pen- 
based  input  tablets.  Then  he 
needed  a  designer  to  put  the 
parts  together. 

All  six  companies  were 
surviving  on  ever-ihinner 
margins,  squeezed  by  West- 
ern companies  such  as  IBM, 
Compaq,  and  Apple  Comput- 
er that  keep  demanding  lower 
prices.  To  help  them  escape 
that  trap,  the  Taiwanese  gov- 
ernment subsidized  half  the 
cost  of  hiring  a 
U.  S.  design 
N  Z  E  fuTTi  to  come  up 
with  a  series  of  products  that 
they  all  could  build  profitably. 
They  chose  Ziba  Design, 
based  in  Portland,  Ore. 

But  getting  the  six  com- 
panies to  work  together  was 
rough.  Each  is  headed  by  a 
founder  and  president  who 
wanted  to  work  directly  with 


Ziba's  founder,  Sohrab  ' 
soughi.  While  the  point  ofhs 
project  was  to  create  a  ! 
gle,  integi-ated  system,  < 
wanted  its  products  to  1 
distinctive  features.  Ind'i 
the  IDEA  award  went  to  t 
computer  designed  specif 
ly  for  Taiwan  Video  &  M 
tor  Cor]3. 

Ziba  helped  select  a  n. 
for  the  system — Merid 
suggesting  global  reach 
then  designed  10  product,- 
the  six  companies,  )nclu( 
two  keyboards,  two  monit 
two  drives,  and  the  all-in 
computer/monitor  that  w< 
bronze  idea  award.  The  p 
ucts  share  the  same  de; 
"language":  a  simple  c 
shape  with  soft  cui"ves, 
orful  buttons,  front-fai 
speakers,  and  an  indent  . 
at  the  top  that  doubles  i 
microphone  holder. 

Ziba's  work  highlij 
what  can — and  cannot- 
accompUshed  with  design, 
though  each  of  the  sLx  cor 
nies  wanted  to  break 
international  markets  wi\ 
brand  of  its  own,  the  worl 
subcontracting  is  the  only 
they  know.  No  sooner 
they  have  Ziba's  desigi 
hand  than  some  began  si 
ping  it  around  to  their 
customers.  Instead  of  es 
fishing  their  own  global  i( 
tity  to  compete  vrith  the  1 
of  Dell  Computer  Corp. 
Compaq  Computer  Cor 
the  whole  point  of  hii 
Ziba — the  Taiwanese 
drifting  back  to  what  t 
know  best:  selling  hardv 
to  big  PC  makers,  who  t 
slap  on  their  own  lal 
When  it  comes  to  global  1: 
ness,  good  design  is  ne 
saiy  but  not  always  suffid 
By  Don  Jones  It 
in  Sei^ 
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BETTER  GRIP 
N  HAWKING  TOOLS 

/ALT  PiSTOL-GRIP  DRILL/DRIVER  (ABOVE) 
.XELIGHT  (BELOW) 
IGNER:  BLACK  &  DECKER 

st  four  years  ago,  Black  &  Decker  Corp.  was  battling 
ath  foreign  rivals  in  both  the  professional  power-tool 

consumer-appliance  markets.  Shunning  b&d,  profession- 
'Uilders  and  tradesmen  were  snapping  up  innovative 
^-duty  gear  from  the  likes  of  Makita  Corp.,  and  Amer- 

consumers  were  flocking  to  gadgets  from  Matsushita  and 
an. 

oday,  the  pros  are  doling  out  their  dol- 
for  Black  &  Decker  products  again.  By 
ing  an  ever-expanding  line  of  well- 
gned  power  tools  and  marketing  them 
;r  the  trusted  yet  all-but-abandoned  De- 
:  name,  b&d  is  back — a  sohd  No.  1  in 
fiercely  contested  $250  million  market 
H'ofessional  cordless  drills.  One  example 
'hy  it  is  prevailing:  the  new  DeWalt 
less,  pistol-grip  drill/driver,  a  gold-med- 
inner. 

ot  only  does  the  drill/driver  look  all 
iiess,  it  also  is  comfortable  enough  for  a 
enter  who  wields  it  all  day.  Stressing 
nomics,  B&D  designers  gave  the  tool  a 


cushion-grip  plastic  han- 
dle thin  enough  to 
grasp  easily  but  wide 
enough  for  a  battery 
pack  that  makes  the 
tool  cordless. 

The  designers  faced 
some  hurdles  beyond 
"grippability"  when 
they  set  out  on  the 
project  in  1991:  The 
drill  had  to  be  compact 
and  simple  to  lug 
around,  but  it  had  to 
house  a  motor  powerful 
enough  for  a  pro.  The 
designers  also  wanted  a 
better  motor  than  those 
available  off-the-shelf. 

v."" 

Lastly,  the  drill  had  to 
have  a  list  price  of  $170 
to  $200  and  be  market- 
able globally. 

Splitting  the  work  helped.  Designers  at  the  company's 
Spennymoor  plant  in  northern  England  handled  the  motor 
and  transmission  development,  while  engineers  at  the  com- 
pany's power-tool  design  center  in  Towson,  Md.,  handled 
the  battery  pack  and  controls.  That  way,  the  company  not 
only  spread  out  development  costs,  but  it  also  generated  in- 
ternal support  for  the  product  in  different  parts  of  the 
company. 

So  far,  pros  are  warming  to  the  tool's  flexibility.  They  can 
hold  the  drill  like  a  handgun  with  their  index  fingers  on  the 
trigger.  Or,  to  apply  more  pressui-e,  they  can  wi-ap  a  hand 
around  the  back  end  and  squeeze  the  trigger  wdth  their 
middle  fingers.  It's  this  kind  of  flexibility  that's  allowing  b&d 
to  regain  prominence  in  power  tools. 

When  it  comes  to  flexibility,  nothing  beats  b&d's  wildly  suc- 
cessful SnakeLight.  In  a  market  where  the  average  price  is 
just  $6,  consumers  are  paying  $30  for  a 
product  that  lets  them  work  "hands-free" 
under  car  hoods,  under  sinks,  or  in  a  closet. 

The  key  to  the  SnakeLight  is  its  bend- 
able,  tubular  body,  which  can  be  coiled 

.i^-fe*.»:^yi'ii<aj^^a<Lfii^giB^yiig:    cobralike  on  the 
GOLD  ground,  wrapped 

around  a  pole,  hung  over  a  sink,  or  even 
draped  around  your  neck  while  you  work. 
B&D  is  marketing  it  in  three  forms:  a  white- 
colored  body  for  home,  a  black  shop  model 
with  a  mounting  bracket,  and  a  red  model 
for  cars,  which  runs  off  a  cigarette  lighter. 
Form  couldn't  suit  function  any  better. 

By  Joseph  Weber  in  Philadelphia 
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DIGITIZING  THAT 
CLUTTERED  DESK 


ViSIONEER  PAPERMAX 
DESIGNER:  GVO 

Newspaper  clippings,  dog- 
eared business  cards, 
glossy  brochures,  handwrit- 
ten recipes,  or  a  child's 
prized  artwork:  There's  value 
in  every  one,  but  together 
it's  just  a  lot  of  paper  clutter- 
ing our  desks,  drawers,  and 
counters.  Entrepreneurs  at 
Visioneer  Communications 
Inc.  looked  at  the  same  mess 
differently,  however.  What 
they  saw  was  the  opportu- 
nity for  a  breakthrough  prod- 
uct— an  inexpensive  desktop 
scanner  into  which  all  of 
those  bits  of  paper  could  be 
fed,  vdth  their  data  or  imag- 
es captured  electronically. 

The  idea  was  to  capture 
text  and  simple  images,  not 
produce  professional  artwork, 
so  the  device  wouldn't  re- 
quire the  precision  or  flat-bed 
design  of  a  graphic-artist's 
scanner.  But  it  would  need  to 
be  compact  and  easy  to  use. 

The  design  wizaixls  at  GVO 
Inc.  in  Palo  Alto,  Calif.,  have 
made  all  of  this  happen  in 
PaperPort  (originally  known 
as  PaperMax).  It  has  a  foot- 
j)rint  no  bigger  than  a  box  of 
Reynolds  Wrap  but  has  the 
potential  to  snag  the  value 
off  the  page  and  send  the 
skeleton  to  the  recycling  bin. 

Within  a  few  minutes  of 
setting  up  PaperPort,  you 
start  imagining  a  little  voice 
whispering,  "Feed  me."  The 
device  sits  best  between  the 
keyboard  and  a  PC  or  moni- 
tor. There's  no  on/off  switch: 
The  machine  swatches  on  au- 
tomatically when  you  put  the 


edge  of  the  paper  into  the 
slot.  Immediately,  an  image 
of  the  scanned  item  pops  up 
on  screen,  a  nif- 
ty software 
trick  that  lets  S  I  L 
the  user  enjoy  watching  the 
computer  digest  it. 

PaperPort  is  compact,  min- 
imalist, and  inviting  to  use. 
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Putting  a  curved  face  for- 
ward, PaperPoil  throws  out 
its  little  chest  to  receive  your 
orders,  sucks  in  the  page 
thi'ough  its  curved  path,  and 
then  spits  the  scanned  paper 
light  back  at  you.  If  the  item 
that  is  to  be  scanned  is  deli- 
cate, or  precious  (a  birth  cer- 
tificate or  photo),  a  quick  shift 
of  the  curved  top  lid  creates 
a  straight  path 
_  for  safer  scan- 
V  E  R  ning.  Once  it 
has  been  scanned,  the  data 
can  easily  be  filed,  printed, 
faxed,  or  E-mailed.  Says 
Gvo's  Michael  Bany:  "This  is 


going  to  help  your  life, 
not  a  statement  about 
power  of  technology." 

Retailing  for  about  $i 
PaperPort  has  been  a  big 
for  three-year-old  Vision 
IDSA  judge  Dallas  Grov( 
Palo  Alto  Design  Inc. 
PaperPort's  simplicity 
precursor:  "It's  a  plug- 
play  kind  of  product.  W 
just  beginning  to  see  thai 
computer  products]  bees 
the  technology  is  getting 
phisticated  enough."  Sop 
ticated  enough  to  be  sim; 

By  Joan  O'C.  Hamilta 
Palo  Alto,  Calif. 
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DANDY 

NCYBER-PEDIA 

ROSOFT  ENCARTA 
ilCNER:  MICROSOFT 

'he  way  William  Flora  saw  it,  Microsoft  Corp.'s  Encarta 
was  a  software  program  that  looked  too  much  like, 
,  a  software  program.  So  Flora  took  on  the  challenge  of 
jsigning  the  interface  on  Microsoft's  multimedia  CD-ROM 
/^clopedia.  In  the  process,  he  made  the  progi'am  a  lot 
e  versatile  and  pleasing  to  use. 

JffMlileiJIclJJjntagi  For  starters,  the  original  1993 
I  L  V  E  R  version  of  Encarta  had  too  much 
'.er  on  the  screen.  It  looked  more  like  a  serious  spread- 
■t  than  a  warm-and-fuzzy  consumer  title.  The  program 
ained  dozens  of  buttons,  distracting  users  fronr.  its  main 
s — to  help  them  uncover  the  nuggets  of  concent  they 
led  to  tackle  school  papers  or  other  research  chores, 
tie  newly  designed  interface  on  Encarta  '95  was  meant  to 
lify  and  not  overwhelm  the  content,  a  gi'eat  deal  of 
;h  was  fresh  information  (about  half  the  articles  in  En- 


mmm 


carta  were  revised  in  the  1995 
version).  Flora's  team  cut  the 
number  of  buttons  in  half.  To  call 
up  additional  infonnation  or  func- 
tions, they  added  "fly-out"  menus 
that  swoosh  down  as  needed.  For 
example,  if  you  place  the  cursor 
over  "areas  of  interest"  at  the 
top  of  the  screen,  a  menu  appears 
with  specific  choices,  such  as  "life 
sciences"  or  "performing  arts." 
Another  consumer-friendly  move:  Designers  switched  to  an 
understa:ed,  less-vibrant  palette  that  is  easier  on  the  eyes. 
And  users  can  change  the  size  of  article  text  or  choose  a 
flexible  screen  layout  that  lets  them  display — or  hide — arti- 
cle outlines. 

Microsoft  C..SO  improved  Encarta's  searching  capability. 
The  program's  Pinpointer  lets  people  do  searches  based  on 
words,  geography,  subject,  time,  and  the  type  of  media  dis- 
played (sound  or  video).  Now,  you  can  narrow  references  on 
Greek  mythology  down  to  a  picture  and  spoken  line  from 
Sophocles'  Oedipus  Rex — or  get  a  different  take  on  the 
play  from  Sigmund  Freud. 

By  Edward  Baig  in  New  York 
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S/400  Advanced  Series  IBM, 

5ter,  Minn.,  for  IBM,  Armonk,  N.Y. 

;y  Gen  5  Storage  Sereer  Mielke 

:1  Design,  San  Jose,  Calif.,  for 

irnn  Strategj',  Milpitas,  Calif. 

hare  Hewlett-Packard  GPCD  Divi- 

)r  Hewlett-Packanl,  Grenoble, 

:  Vehicle  Charging  Station  IDEO 

Development,  Palo  Alto,  Calif.; 

ighes  Electronics,  Torrance,  CaUf., 

ro  Design,  Ir\Tne,  Calif.,  for 

ighes  Electronics 

Design  Process  and  Language 
Central,  Columbus,  Ohio,  and 
Equipment,  New  Bremen,  Ohio, 

)wn  Equipment 

ckpicker  Crown  Equipment,  New 
n,  Ohio;  IDG,  Columbus,  Ohio,  and 
ca,  Miamisburg,  Ohio,  for  Crown 
nent 

3rip  Drill/Driver  Black  &  Decker, 
1,  Md. 


Itylewriter  2400  IDEO,  San  Fran- 
'alif.,  and  Apple  Cuniputer,  CuiJer- 
aUf,,  for  Ajjple  Computer 
Ultra  Portable  PC  System  Digital 
iient,  Maynard,  Mass.,  for  Digital 
■  nent,  Acton,  Mass. 
e  XP  Family  Dell  Computer,  Aus- 

and  Design  Edge  (Advanced 
eplicator  only),  Austin,  Te.x.,  for 
mputer 

t  ook  540c  Apple  Computer,  Cu- 
,  Calif. 

>  Desktop  Voice  Processor  Mcta- 
Stratford,  Conn. 


PocketPro  Design  Continuuan,  Boston, 
and  Kopin,  Taunton,  Masb.,  for  Kopin 
Aeropoint  Aeroduet  GingKO  Design,  San 
Pi-ancisco,  Calif.,  for  Creative  Technology, 
Milpitas,  Calif. 

Natural  Keyboard  Ziba  Design,  Portland, 
Ore.,  and  Microsoft,  Redmond,  Wash.,  for 
Microsoft 

PaperMax  GVO,  Palo  Alto,  Calif.,  and  Vi- 

sioneer,  Palo  Alto,  Calif,,  for  Visioneer 
Quad^"  Latch  Southco,  Coneordville,  Pa. 
Visual  Symbol  Library  Clement  Mok  De- 
sign, San  Francisco;  Undenvood  Photog- 
raphy, San  Fiancisco,  and  Mario  Panielli 
Photogi-aphy,  San  Francisco,  for  CMCD, 
San  Fi-ancisco 

BRONZE 

CruisePad  Limai-  Design,  Palo  Alto,  Cal- 
if., and  Zenith  Data  Systems,  Buffalo 
Grove,  111.,  for  Zenith  Data  Systems 
Multimedia  Computer  Ziba  Design,  Port- 
land, Ore.,  for  Taiwan  Video  &  Monitoi', 
Taipei,  Taiwan 

Show  Station  Document  Conferencing 
Projector  Bleek  Design  Group,  Chelms- 
foixl,  Mass.,  for  Polycom,  San  Jose,  Calif. 
Colortron  IDEO,  Palo  Alto,  Calif.,  for 
Light  Soiu'ce,  Lai'kspur,  Calif. 
Proximity  Reader  Studio  Red,  Redwood 
City,  Calif.,  for  Westinghouse  Security, 
Saiita  Clara,  Calif. 

Wave  Design  Continuum  Italia,  Milan, 
Italy,  for  Siel  S.p.A..  Trezzano  Rosa,  Italy 
Palmball  frogdesign,  Sunnyvale,  Calif., 
for  Logitech,  Fi-eniont,  Calif. 
Smart  Business  Card  Reader  SG  Hauser 
Associates,  Calabasas,  Calif.;  Seiko  In- 
struments USA,  San  Jose,  Cahf.,  and 
Creative  Sales,  Santa  Cruz,  Calif.,  for 
Seiko  Instiuments  USA 
SP-5000  Product  Insight,  Acton,  Mass., 
for  Curtis  Manufacturing,  Seacaucus,  N.J. 
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GOLD 

Jeep  Portable  Stereo  System  Hiunan 
Factoi-b  Industrial  Design,  New  York,  for 
Kash'n  Goid,  Ronkonkoma,  N.Y. 
Double  Coidi^der  Tuppervvare  North 
America,  Orlando 

flossAwl  Bi-andii-  International,  New 
York,  and  Lonczak  Design.  New  York, 
for  Brandii'  International 
Playscene  Pla>  Designs,  New  Berlin,  Pa. 
Speedray  Kickboard  Design  A.xis,  Colum- 
bus, Ohio,  for  Zui-a  Sports,  Columbus, 
Ohio 

SnakeLighl  Black  &  Decker,  Shelton, 
Conn. 

1-2-3  Baseball  Playskool,  Pawtucket, 
R.I.,  for  Hasbro  Tov  Group,  Pawtucket, 
R.I. 

SILVER 

Sensa  Pen  Emei-son  Jolinson  Mackay, 
North  Holly^vood,  Calif.,  and  Willat  Writ- 
ing Instiumentb,  Los  Angeles,  for  Wdlat 
Writing  Iiii.tiiiments 
2  Line  Person..,  Information  Center  882 
Hemy  Dreyfi..=c.  Associates,  New-  York, 
and  AT&T  Be!  i^ab,  Indianapolis,  for 
.^T&T  Consuriier  Pi'oducts,  Pai'sippany, 
N.J. 

Bedroom  Telephone  KEK  Associates, 
Rochester,  N.Y,  and  Tliomson  Consumer 
Electronics,  Indianaix)lis,  for  Thomson 
Consumer  Electronics 
CallBook  220  Design  Continuum,  Boston; 
Mcjmentum,  Boston,  and  MPS  Designs, 
Palo  Alto,  Calif.,  for  Momentum 
Revolution  Mor-phk  Design,  Corona  Del 
Mai-,  Calif.,  and  Quickie  Designs,  Fresno, 
Calif,  for  Quickie  Designs 
Snapware  Airtight  Dry  Food  Storage  May- 
ercheck  Design,  Irvine,  CaUf.,  and  Coast 


Product  Development,  Brea,  Calif.,  for 
Flotool,  TXistin,  Calif. 
Storage  Locker  Pi-oduct  Insight,  Acton, 
Mass.,  and  TXicker  Housewai-es,  Leomin- 
ster, Mass..  for  Tucker  Housewai-es 
Lunch  Pack  Ziba  Design,  Portland,  Ore., 
for  \'outh  Plastic  Works,  Taipei,  Taiwan 
Air  Max  Nike,  Beaverton,  Ore. 
Bellistic  Helmet  Bell  Sports.  Cerritos, 
Calif.,  for  Bell  Sports,  Scottsdale,  Aiiz. 
Flashcast  SP  2000  Integrated  Spin  Reel 
IDEO,  Palo  Alto,  Calif.,  and  Berkley 
Outdoor  Technology  Group,  Spirit  Lake, 
Iowa,  for  Berkley  Outdoor  Technologies 
Terramoto  Cycling  Helmet  Design  Contin- 
uum, Boston,  and  Giro  Sports,  Soquel, 
Calif,  for  Gii'o  .Sports 
Double  Header  Flashlight  Booty  Design 
Associates,  Chicago,  and  Ai-ttield  Mfg., 
Hong  Kong,  for  PHCRM  Concept  &  De- 
sign, Chicago 

First  Alert  Fire  Escape  Ladder  Joss  De- 
sign Group,  Chicago,  and  BRK  Brands, 
Am-(/ia,  111.,  for  BRK  Brands 
Push  Button  Start  Gas  Trimmer  CanoU 
Gantz  Design,  Pittsbui-gh;  Homelite, 
Chiu-lotte,  N.C.;  and  Joel  Wittkamp  De- 
sign. Mon-isville,  N.C.,  for  Homelite 
Cool  Tools  Hasbro  Toy  Group/Playskool, 
Pawtucket,  R.I.,  for  Hasbro  Toy  Group, 
Pawtucket  ,  R.I. 

Pocket  Arcade  RKS  Design,  Canoga 
Pai-k,  Calif.,  for  SEGA  of  America  Toy 
Div,  Redwood  City  Calif. 

BRONZE 

Steelmaster®  Contours  Desk  Accessories 

Joss  Design  Group,  Chicago.  AtajK-o  Of- 
fice Products,  St.  Louis,  for  Atapco  Office 
Prcxiucts 

Brainchild  ION  Design,  Edgewater,  N.J., 
and  Loglx,  DenviUe,  N,J.,  for  Brainchild, 
Naples,  Fla. 

Digital  Cellular  Phone  Designworks/USA, 
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Newbury  Park,  Calif',  for  Nokia  Mobile 
Phones,  Bracknell  Berlshire,  U.K. 
ProScan  Line  Thomson  Consumer  Elec- 
tronics, Indianapolis 
Sprint  Phone  Ziba  Design,  Portland, 
Ore.,  and  Spimt,  Industrial  Airport, 
Kan.,  for  Sprint 

Revere  Excel  Teakettle  ECCO  Design,  New 
York,  for  Coming,  Coming,  N.Y. 
TempreServe  Insulated  Food  Sen/er  Alad- 
din Industries,  Nashville 
Community  Loft  Community  Playthings, 
Rifton,  N.Y. 

Range  Check  Nursery  Monitor  Design 
Continuum,  Boston,  and  Gerry  Baby 
Products,  Denver,  for  Gerry  Baby 
Products 

Blackburn  Bicycle  Pump  Bell  Sports,  Los 
Gatos,  Cahl'.,  for  Bell  Sports,  Scottsdale, 
Ariz. 

Workstand  BeU  Sports,  Los  Gatos,  Calif., 
for  BeU  Sports,  Scottsdale,  Ariz. 
Tape  Dispenser  Pohvka  Logan  Design, 
Minneapolis,  for  3M  Corp.  Consumer 
Stationery,  St.  Paul,  Minn. 
Three  Hole  Binder  Punch  Thompson 
Design,  Stratford,  Conn.,  and  NAMI, 
Bridgeport,  Conn.,  for  Hunt  Boston, 
Philadelphia 

VersaPak  )4-lnch  Drill  Black  &  Decker, 
Towson,  Md. 

Workmate  Shopbox  Innovations  &  Devel- 
opment Inc.,  Edgewater,  NJ.,  and  Black 
&  Decker,  Towson,  Md.,  for  Black  & 
Decker,  Shelton,  Conn. 
4-Way  High  Chair  Today's  Kids,  Dallas, 
for  Today's  Kids,  Butler,  Pa. 
Kidboard  Contour  Design,  Minneapolis, 
for  Kidboard,  Edina,  Minn. 
Radio  Control  Raceway  Fisher  Price 
Toys,  East  Aurora,  N.Y. 


GOLD 

Dove  and  Baby  Dove  Fitch,  Boston,  and 
Digital  Equipment,  Maynard,  Mass.,  for 
Digitiil  Equipment 

LCD  Color  Monitor  Design  Edge,  Austin, 
Tex. 

Sign  Post  101  AT&T  Global  Information 
Solutions,  Dayt(.in.  and  Point,  Burlington, 
Vt.,  for  AT&'T  Design  Group,  Dayton 
Shared  Conceptual  Model  Design  Process 
Apple  Computer,  Cupertino,  Calif. 
Atlantic  Chrysler,  Auburn  Hills,  Mich., 
for  Chrysler,  Highland  Park,  Mich. 

SILVER 

KUDO  Crafters  Clamp  Steve  Visser, 
IDSA,  and  Kyle  Bennett,  West  Lafay- 
ette, Ind. 

Research  for  Hand  Held  Game  Control- 
lers IDEO,  Pal(j  MU),  Calif.,  for  Sega  of 
America,  Redwood  City,  Calif. 
Plymouth  Backpack  Chrysler,  Auburn 
Hills,  Mich. 

BRONZE 

Eye  2  Eye  Meg  Hetfield,  IDSA,  San 
Jose,  Calif. 

Soldier  Portable  Generator  Carlson  Tech- 
nology, Livonia,  Mich.,  for  US  Army 
Communications  Electronics  Command, 
Ft.  Belvoir,  Va. 

Helio  Remote  Thomson  Consumer  Elec- 
tronics, Indianapolis 
Tower  CD  Changer  Thomson  Consumer 
Electronics,  Indianapolis 
E-Lamp  IDEO,  Palo  Alto,  Calif.,  for  Dia- 
blo Re.search,  Sunnyvale,  Calif. 
Personal  Medical  Electronics  Design 
Study  Becton  Dickinson  Vascular  Access, 
Sandy,  Utah 

Alternative  Keytxiard  Research  The  .Joyce 
Institute,  Seattle;  Microsoft,  Redmond, 
Wash.,  and  UCSF  Ergonomics  Lab, 
Berkeley,  Calif.,  for  Microsoft 


ENVIRONMENTAL  DESIGNS 


GOLD 

ESEO  Federal  Credit  Union  Elliott  and 
Associates,  Oklahoma  City;  Eudaley  En- 
gineers, Oklahoma  City;  Allen  Consult- 
ing, Norman,  Okla.;  and  Smith  &  Pickel 
Construction,  Oklahoma  City,  for  ESEO 
Federal  Credit  Union,  Oklahoma  City 
In-Store  Water  Dispenser  Ashcraft  De- 
sign, Los  Angeles,  and  Boyd  Communi- 
cations, Los  Angeles,  for  Glacier  Water 
Services,  Carlsbad,  Calif. 
JBL  On-Board  Trade  Show  Fitch,  Boston, 
for  Harman  Consumer  Group,  Woodbury, 
N.Y. 

SILVER 

The  Natick  Mall  Arrowstreet,  Somerville, 
Mass.,  for  Homart,  Chicago 
Lila  Acheson  Wallace  Wing  of  Mammals 
and  Their  Extinct  Relatives  Ralph  Appel- 
baum  Associates,  New  York;  Severud 
Associates,  New  York;  Altieri  Sebor 
Wieber  Consulting  Engineers,  Norwalk, 
Conn.;  Electrosonic,  Minneapolis;  and 
H.M.  Brandston  &  Partners,  New  York; 
for  American  Museum  of  Natural  Histo- 
ry, New  York 

Design  Studio  and  Showroom  Robert  Lu- 
chetti  Associates,  Cambridge,  Mass.,  for 
Guilford  of  Maine,  Guilford,  Me. 

BRONZE 

KPMG  Peat  Marwick  Corporate  and  Pub- 
lic Interiors  The  Hillier  Group,  Philadel- 
phia, for  KPMG  Peat  Marwick,  Mont- 
vale,  NJ. 

A  New  Agenda  for  Human  Well-Being 

Hixon  Design  Consultants,  New  York,  for 
United  Nations,  New  York 
EMAX  E.xhibitgroup,  Roselle,  111. 
Landscape  Forms  Exhibit  Kane  Design 
Studio,  San  Francisco,  for  LFI/Land- 
scape  Forms,  Kalamazoo,  Mich. 


GOLD 

Leveler  Base  Falcon  Pi-oducts,  St.  Louis 
Personal  Hartwr  Workspace  Steelcase, 
Grand  Ra])ids,  with  Robert  Luchetti  As- 
sociates, Cambridge,  Mass.,  for  Steelca.se 
Universal  Cassette  Thetford,  Ann  Arbor, 
Mich. 

SILVER 

Aeron  Chairs  Don  Chadwick  Associates, 
Santa  Monica,  Calif.,  and  WiUiam  Stumpf 
&  Associates,  Minneapolis,  for  Herman 
Miller,  Zeeland,  Mich. 
Avian  Chair  Thomas  J.  Newhouse — De- 
sign, Grand  Rapids,  Mich.,  for  Phoenix 
Designs,  a  Herman  Miller  Compajiy,  Zee- 
land,  Mich. 

Compass  Filing  and  Storage  System 

Thomas  J.  Newhou.se — Design,  Grand 
Rapids,  for  Meridien,  a  Hennan  Miller 
Company,  Spring  Lake,  Mich. 
Propeller  Table  Trapezoid  Emanuela 
Frattini.  New  York,  for  The  Knoll 
Group,  New  York 

Barefoot  Beagle  Mats,  South  Pasadena, 
Calif.,  and  TMS,  Culver  City,  Calif.,  for 
Beiigle  Mats 

Ceiling  Runner  Fire  TVak,  Kimball,  Minn. 
Snap  Ease  Computer  Desk  Patton  De- 
sign, Irvine,  Calif.,  for  Rubbermaid, 
Woo.ster,  Ohio 

BRONZE 

Improv  Chair  Tom  Edwards,  IDSA, 
Spring  Lake,  Mich.,  for  Haworth,  Hol- 
hnd,  Ivlich. 

Advent  Door  Collection  Teague  Asso- 
ciates, Redmond,  Wash.,  and  Simpson 
Door,  Mc-Cleary,  Wash.,  for  Simpson  Door 
LINCS  Under  Cabinet  Lighting  KDA  De- 


sign, Addison,  111.,  and  Alkco,  Franklin 
Park,  lU.,  for  Alkco  Lighting 


MEDICAL  &  SCIENTIFIC  EQUIPMENT 


GOLD 

Blood  Gas  and  Critical  Analyte  System 

Ciba  Coming  Diagnostics:  a  Chiron 
Business,  Medfield,  Mass.;  Herbst  Lazar 
BeU,  Cambridge,  Mass.,  and  Adriaansen 
Design,  Boston,  for  Ciba  Coming  Diag- 
nostics 

Force  Series  Microcentrifuge  Design  Con- 
tinuum, Boston,  and  Denver  Instrument, 
Arvada,  Colo.,  for  Denver  Instrument 
Life  Sensing  Instrument  TM-8  Ratio  De- 
sign Lab,  Atlanta,  for  Life  Sensing  In- 
strument, HiUahoma,  Term. 

SILVER 

AutoGuard  Becton  Dickinson  Vascular 
Access,  Sandy,  Utah 

Personal  Syringe  Needle  Disposal  Product 

Whitelight  Design,  Norcross,  Ga.,  and  Q- 
Care  International,  Marietta,  Ga.,  for  Q- 
Care  International 
Multimeter  Fluke,  Everett,  Wash. 

BRONZE 

Computed  Anatomy  ION  De.3ign,  Edge- 
water,  N.J.,  and  Computed  Anatomy, 
New  York,  for  Computed  Anatomy 
Viewport  ION  Design,  Edgewater,  N.J., 
for  Control  Instruments,  Fairfield,  N.J. 
VWR  pH/ISE  Products  ATI  Orion,  Boston, 
;md  VWR  Scientific,  West  Chester,  Pa., 
for  ATI  Orion 

Cell  Saver  5  Design  Continuum,  Boston, 
and  Haemonetics,  Braintree,  Mass.,  for 
Haemonetics 

Endo  Stitch  United  States  Surgical,  Nor- 
walk, Conn. 

Pistol  Grip  Laparoscopic  Handset  Design 
Contmuum,  Boston,  and  VaUeylab,  Boul- 
der, Colo.,  for  VaUeylab 
Surgical  Laser  Bridge  Design,  San  Fran- 
cisco, and  IncUgo  Medical,  Palo  Alto,  Cal- 
if., for  Indigo  Medical 
Versipower  Plus  Nagy  Design,  San  Pedro, 
Calif.,  and  HaU  Surgical,  Carpinteria,  Cal- 
if., for  Linvatech/HaU  Surgical,  Largo,  Fla. 


PACKAGING  &  GRAPHICS 


GOLD 

Sparkling  Ice  HomaU  Anderson  Design 
Works,  Seattle,  Wash.,  for  TMking  Rain, 
Pi-eston,  Wash. 

interact:  American  Center  for  Design 
Joumal  IDEO,  San  Francisco,  and  Tkna- 
gram,  Chicago,  for  American  Center  for 
Design,  Chicago 

SILVER 

Elements  Paper  Designframe,  New  York, 
and  Strathmore  Paper,  Westfield,  Mass., 
for  Strathmore  Paper 
Chemistry  Controls  Packaging  System 

Ciba  Coming  Diagnostics  Corp.:  a  Chiron 
Business,  Medfield,  Mass.,  and  EUzabeth 
Resnick  Design,  Chestnut  Hill,  Mass.,  for 
Ciba  Coming  Diagnostics 
Scotch  Select  Series  Flitch,  Worthington, 
Ohio,  for  m.  St.  Paul,  Minn. 
Trainer  Packaging  Alexander  Isley  De- 
sign, New  York,  for  Cycle-Ops  Products, 
New  York 

Disk-go  Portable  Disk  Folio  Susan  Scior, 
Brorjklyn,  N.Y,  for  Traffic  Works,  Hunt- 
ington Park,  Calif. 

IntraAortic  Balloon  Catheter  &  Packaging 

Gunn  Associates,  Boston,  and  St.  Jude 
Medical,  Cardiac  Assist  Div.,  Chelmsford, 
Mass.,  for  St.  Jude  Me<hcal 
Encarta  Microsoft,  Redmond,  Wash. 
Her  Heritage  CD-ROM  Haywood  &  Sulli- 
van, Quincy,  Mass.,  for  Pilgrim  New  Me- 
dia, Cambridge,  Mass. 


The  Cartoon  History  of  the  Universe 

man  Code,  Austin,  Tex.,  for  Putnan, 
New  Media,  Reston,  Va. 

BRONZE 

Cycling  Jersey  RKS  Design,  Canogs 
Park,  CaUf. 
ThinkPad  Out-of-Box  Packaging  IBI 

monk,  N.Y;  Hughes  Design  Group, 
ton;  Dynamic  Diagrams,  Providena 
Lonnie  Sue  Johnson,  Kent,  Conn.,  f 
IBM 

Paint  Container  Group  Four  Design 
Avon,  Conn.,  for  Creative  Works,  h 
brook.  111. 

Pen  Pro  Automatic  Data  Process- 
ing/Claims Solutions  Group,  San  Rs 
Calif. 


tRANSPORTATION 


GOLD 

Town  &  Country,  Caravan,  and  Voya 
Vans  Chrysler,  Aubum  HiUs,  Mch., 
Chrysler  Highland  Par'K,  Mich. 

SILVER 

Protege  Interior  Mazda  R&D  of  Noi 
America,  Irvine,  CaUf.,  for  Mazda  l 
of  America,  Irvine,  CaUf. 

BRONZE 

Contour  and  Mystique  Ford  Motor, 
bom,  Mich. 

Mid-Range  Engine  EmiMo  Ambasz 
Group,  New  York,  N.Y.,  and  Cumn 
Engine,  Columbus,  Ind.,  for  Cummi 
Engine 

Learjet  interior  Learjet  DESIGN  G 
Wichita,  and  Bombardier  Completic 
Center  1\icson,  for  Learjet,  Wichits 


STUDENT  DESIGNS 


GOLD 

REM  Capsule  Gerald  Meyer  at  Art 
ter  College  of  Design,  Pasadena,  Ci 
sponsored  by  Northmp  Grumman, 
Rivera,  Calif. 
Sign  Language  Translator  Dylan  Jot 
Center  for  Creative  Studies,  Detroi 
sponsored  by  AT&T  Global  Inform; 
Solutions,  Dayton 

SILVER 

Mariner  Rebreather  Diving  System  ( 

Chambers,  Dusttn  Rosing  and  Davi 
Gonzales  at  San  Jose  State  Univer 
San  Jose,  CaUf. 

Phoenix  Jerry  Yamamoto  at  CaUfoi 
State  University — Long  Beach,  Mo 
View,  Calif. 

BRONZE 

Air  Purifying  Respirator  Willis  Whit< 
at  Georgia  Institute  of  Technology, 
Atlanta 

Transmedia  Desktop  Worktool  Systa 

Chaotao  Wu  at  Pratt  Institute,  Brc 
N.Y. 

Hawkeye  Flaw  Detection  System  Gr 

Tknaka  at  CaUfomia  State  Univeris 
Long  Beach,  Long  Beach,  CaUf. 
Self-Sereice  for  the  Physically  Chall 
Julie  TV-cka  at  Ohio  State  Universit 
lumbus,  Ohio,  sponsored  by  AT&T 
Information  Solutions,  Dayton 
ZYX  3-D  Controller  Joe  Tki  and  Jen 
ra  of  Art  Center  College  of  Design  vHi 
interning  at  IDEO,  Palo  Alto,  Cali£,  sp 
sored  by  Lcgitech,  Fremont,  Caffi 
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With  the  SAS"'  System,  we  can  integrate 
large  amoun  ts  of  data  and  build  a  picture  of 
how  our  fields  are  performing. 


At  Chevron  U.S.A.  Prodiuiioii 
Company,  the  qnest  is  to  l)e  l)ettfr  lluiii 
the  best.  Out  in  the  field,  engineers  join 
forces  with  earth  scientists,  operations 
staff,  and  sn|)port  |)ers()nnel  to  produce 
milhons  of  lianels  of  oil  resei'ves...find 
and  devehip  new  sources  of  energy... 
and  maintain  (juality  and  h)w  cosi  al 
eveiy  stage  of  the  oil  and  gas  [iroduction 
process. 


Why 
Chevron  US. A. 

Production 
Company  Relies 
on  the 
SAS  System 


si  Chevron 


The  Means  to  Make  Better  Decisions 

I'roviiling  the  means  to  (leliver  accurate  and  timely 
information  to  improve  work  jirocesses  and  make  better 
business  decisions  is  the  job  of  (k^orge  Alameda.  Chevi'on 
U.S.A.  Production  Companys  Manager  of  hilormation 
Technology. 

The  company  is  using  the  SAS  System  to  hel]i  with 
enteiprise-wide  infonnation  deliveiy.  "Our  mission  is  to 
make  financial,  o|)erational,  and  reservoir  data  available 
in  an  easy-to-use  format  to  all  the  asset  teams  at  work  in 
CUSA  Production  Co.,"  says  Alameda.  "We've  found  the 
SAS  System  is  a  superior  solution  for  analyzing  data, 
turning  data  into  useful  metrics,  and  guiding  our  cross- 
Functional  teams  toward  improved  work  processes." 

One  team,  in  CUSA  Productions  Western  Business 
Unit,  is  tracking  the  profilal)ility  ol  individual  wells.  "Its 
I J  tremendously  difficult  task  to  o|)(imi/e  our  field 
operations  for  maximum  profitability,"  says  Alameda. 


"\\  ith  ihe  SAS  System,  we  can  integrate 
lai'ge  amounts  of  data  and  build  a  picturv 
|()  compare  one  licl(  I  against  aiKitlirr  and 
challt'tigc  ourassci  teams  to  identify  and 
share  bcsl  operating  piaclices." 

Reacliiiig  for  the  Best 

Alameda  looks  fomard  to  extending 
the  use  ol  the  metrics  and  perlomiance 
monitoring  data  to  employees  trying  to 
improv  e  their  work  pn)cesses.  He  admits 
his  V  ision  is  lar  reaching,  but  so  is  the  SAS  System.  "Oui' 
t'hallenge  is  to  be  better  than  the  best,"  he  concludes, 
"and  the  SAS  System  is  helping  us  reach  that  goal." 

To  receive  a  SAS  System  Executive  Svumuary, 
give  us  a  <"all  or  visit  us  on  the  World  Wide  Wei) 
at  http://wA\"\v.sas.coui 


SAS  Iri^lilulr  liii-. 
Plioni-  <)l<)-()77-8200 
Fax  <)l<)-677- 1 1  1 1 
Email:  l)\v(l"sa>.sa>.(  iii 


SAS  is  a  regislcii-il  liai Iciiiai  1  (il  S  \S  liisliliile  In 
C(j|]\iii;lil  Ci  |>\  SAS  liisliliilc  Inc. 


Your  brains  got  you  to  where  you  are  today. 
5d  stop  thinking  already.  , 


And  fee/  the  allurement  of  the  raad.  Experience  the  elation  that 
comes  from  the  new  300  hGrsepower  545.  With  a  slight  touch 
□f  your  hand,  indulge  in  supple  power  steering  and  rigorous 
handling.  Smeii  its  pervasive  full  Connolly  leather.  And  enJOLj.  for 
once,  stimulation  of  the  senses,  without  the  invasion  of  Intellect. 
For  information  or  to  find  an  agent  near  you,  call  1-BDD-24-LDTIJ5. 


For     The:     Few     Who     Know     The  Difference 


SPECIAL  ADVERTISING  SECTION 


[ndustrial  Design 


DIRKCTORY 


)on't  settle  for  anything  less  than  the  best  design...because 
our  customers  won't.  Set  your  designs  on  sales  success  now 
ly  hooking  up  with  the  best  in  the  business.  For  more 
iformation  about  any  of  these  design  firms,  fill  out  the 
oupon  (provided  on  the  last  page)  and  send  it  to  the 
idusirial  Designers  Society  of  America:  fax  (703)  759-7679. 


•  Gold  IDEA 
Award  recipients 

■94,  '95. 

•  Design  for 
North  America, 
Europe  and  Asia. 
<-- ffown 
[quipmeni 

614,444.0202 
USA 


Design  Central 


PRODUCT  DEFINITION 

How  do  you  get  greot  ideas  foi  products  tttot  will 
sell?  GVO  onswers  that  question  with  its  unique 
ptocess  of  product  onolysis  ■  o  powerful  tool  tfiot 
uizes  n  unique  combinoticn  of  marketing,  soci- 
ology, and  anthropology  to  understond  hidden 
and  emerging  meanings  omong  consumers,  prod- 
ucts, and  cultures,  for  more  information  please 
contact  Ed  Paas  of  GVO  at  800-727-4486. 


4 


^  ALTITUDE 
The  Sky's  The  Limit 

We're  Altitude,  Inc.,  a 
high-performance  team 
that  brings  j  fresh  per- 
)  to  any  design  challenge.. .from  bar 
oders  to  binoculars  to  a  virtual  guitor. 
the  latest  technology,  but  most  impor- 
;e  think  conceptually,  cleady,  and  quick- 
ve  work  together  with  boundless  enthu- 
id  exceptional  grace.  Coll  us  in  Boston 
.523.7600  ext.29  to  join  us  on 


SUt\J[DBERC3  •  FEF=1AR  |NC 


A  full 

Service  Product 
Design  &  Development 
firm  for  over 


60 


Brad  Bissell 
industrial  Design 

BBiD  is  on  owaid 
winning,  full  service 
industrial  design  liim  that  optimizes  the 
value,  function,  and  appearance  of  products. 
BBiD  Creoles  designs  that  surpass  existing 
stondords — while  enhoncing  client  profit 
margins.  Portfolio  includes  Apple  Computei, 
GE,  Kensington,  Kodak,  Konig+Neuroth, 
O'Neill,  Yamaha,  +  others  >  270  East  Main 
St.,  Los  Gatos,  CA  95032.  Studio  phone 
408  354  3811.  Fax  408  354  8044. 
Business  Week  Gold  IDU  91  Wmnei. 


E  C  C  O  Design  Inc. 


Delivers  winning  design 
that  captures  market  share. 


212  989.7373  Tel 
415  957.072T  Tel 

eccoicJ@aol.com 


NNO  DESIGN,  INC. 


tualization:  Approaching  design  with 
creativity  for  superior  results, 
ntion:  (AID  (Computer  Aided  Industrial 
a  critical  edge  in  design  quality  ond  "time 
et."  Realization:  "Morket-driven" 
includes  research,  prototyping,  potent  and 
creoting  successful  design  solutions  for 
world.  Make  design  o  strategic  tool  for 
;jccess.  Contact  INNO's  creative  design 
1-800-433-INNO  Fax:  408-736-4672 


PRAXIS 


PRAXIS 


PRODUCT 


DESIGN 


I  N  C 


From  digitol  cameras  to 
high  tech  golf  clubs, 
concept  to  production, 
PRAXIS  makes  perfect! 
Whot  more  could  you  osk  for? 
Information  probably.  For 
that  simply  call 


415  345  1555 


|s|s 


JOSS  DESIGN 
GROUP 

FULLPRODUa 


Offering  product  development,  pockaging 
design,  and  merchandising  services,  we  special- 
ize in  the  housewares,  hardware,  consumer 
electronics,  office  products,  and  computer  mar- 
kets. Uhlizing  the  latest  in  digital  technology  to 
achieve  a  compehtive  advantage  for  our  clients, 
we  ore  proachve,  market  driven,  and  client 
responsive.  For  more  information,  please  coll: 
Chicago  (312)944-0644  or 
New  Jersey  (201)  783-5700 


[[[GflNISOLUTIOMS 


ITiouglitful 
design 


Low  mamifiic'turing 

cost. 

80%  market  share 

Design  is  a  business 
strategy 


BLECK  DESIGN  GROUP 


1-800-806-5735 

l-iii[-scr\i<_f  pniduLi  development  and  dcMgn 
AiVCAM  Inle(y;itu)n  (EUCLID,  ProENOlNLLK, Alus) 


FITCH 


Fitch  is  an  intemofionol  consulhng  oroi 
with  over  thirty  years  of  experience  helping  com- 
panies to  achieve  business  results  by  design.  We 
work  in  partnership  with  clients  to  develop  new 
products,  new  forms  of  communicohons,  and 
new  types  of  environments  in  response  to  cus- 
tomer needs.  We  believe  our  solutions  must  be 
effective  for  the  people  who  use  them  and  prof- 
itable for  the  companies  that  provide  them. 
Boston  61 7  367  1491 
Columbus  614  885  3453 
London  441 /1  208  8000 


ashcraft  DESIGN 


Pico 
CA  ! 


Industrial 
Design 


duct  ideas  need  brilliant  package 
design  to  succeed  in  the  compehhve  environ- 
ment. Since  1968,  Source/lnc.  has  proven 
time  and  again  that  great  design  sells  for  our 
clients  from  global  marketing  giants  to  entre- 
preneurial start-ups.  To  learn  how  we  con  help 
you  develop  packaging  designed  to  sell,  coll 
Michael  Coleman,  312-236-7620  or 
write  Source/lnc,  116  South 


310  479  8330      'Vl>(higan  Avenue,  Chicago,  II 60603. 


signers: 
fit  from  selling 
power  of  great 
gn. 

1996 

istrlal  Design 
ctory  advertising 
rmation,  call 
0)217-3071. 


iNDiSTiii  \L  Design 


DIRECTORY 


SPECIAL  ADVERTISING  SECTION 


METAPHASE 
DESIGN  GROUP 


iMeta  phasf. 


Specialists  in  stote-of-the-art  design  teseoicli, 
ergonomics  ond  industfiol  design,  [fgonomic 
design  concepts;  product  petfoimonce,  competi- 
tive product  ond  customer  analyses;  modelmok- 
ing. Recipient  of  more  than  ten  notionol 
design/research  awards,  including  five  IDEA 
Design  Excellence  Awards. 

MfuPHASE  Design  Group,  Inc. 

1  266  Andes  Boijeevai!d 
Saini  louis,  MissooRi  63132 
Telephone:  314.432.0300  ext.  145 
E-Moil:  metanhase@aol.com 


Montalbano 
Development 
Inc. 

TOTAL  PRODUCT 
DEVELOPMENT  CAPABILITY 

•Industriol  Design/Iotol  Engineenng  Execution 
•Product  Definition/Conceptualization 

••Product  Cost  Peduction^^ 
•Quolity  Function  Deployment(QFD) 


G  Processes 
•Ergonomic  S  Aesthetic  Design 
•CAIKAM-tAE-FEA 

For  more  detailed  information  coll;  1  •800-/39-9 1 52 


CONTINiyJUM 


D  E  s  I  G  r-J  c  o  ^J  T  I  rj  u  u  M  i  r-j  c 
STRATEGIC  PRODUCT 
DEVELOPMENT 

Winner  of  eighf  1995  fDEA  awards 
One  of  tfie  nation's  largest  consultancies 
specializing  in  strategic  product  planning, 
product  design  and  development,  product 
engineering,  rapid  prototyping,  corporate 
identity,  graphic  design,  packaging, 
retail  and  exfiibit  design  State-of-the-art 
CAD/CAE/CAM  tools.  Locations  in 
Boston,  San  Francisco,  Milan  and 
Adelaide.  Australia  to  serve  a  v/orldwide 
client  base  For  more  information, 
please  contact  Julie  Anderson 
at  61  7-969-5400  or 
main@dcontinuum.com 


Force  Series  Microcentrifuge 

Design  Continuum  for  Denver  InstruH 


1995  Gold  IDEA 

IDSA/Business  Week 
1995  APEX  Award 

MonogemenI  Roundtobl 
1995  Design  Excelle 

Applronce  Manufacturer 


Concurrent  developrrtent  by 
independent  cross-functional  te 
[including  Design  Continuum,  Den 
Instrument,  distributors  ond  suppli 
with  a  common  development  t 
(Pro/ENGINEER)  resulted  in  on  cw 
winning  product  brought  to 
quickly,  efficiently,  and  successfully 
more  information,  please  cent 
Julie  Anderson  at  61 7-969-54 
or  main@d<ontinuum.cc 


ROBERT  LUCHEHI  ASSOCIATES 


Internotionol  leaders  in  ftie  design  of  office 
and  learning  environments  and  products. 
Winners  of  IDEA95  Gold  and  Silver  Awards 
for  excellence  in  Design. 


14  Arrow  Street,  Cambridge  MA  021 38 
6174926611  FAX  61 7  492  8441 


Natick  Moll  Notick,  Massachusetts 

212  Elm  Street  Somerville,  MA  02144 
1:617-623-5555      F:61 7-625-4646 


MARR-LAND,INC. 
ALL  PRODUCTS 


ARE  YOU  LOOKING 
FOR  A  SOLUTIONS 
PROVIDER 


INNOVATION 
UNIQUE  SOLUTIONS 
PATENTABLE  SOLUTIONS 
FINDING  THE  NICHE 
P.O.  BOX  4121 
ST  PETERS,  MISSOURI  63376 

314-447-2047 


ElECTSOdCS  -  RJRNITURE  -  CONSUMER  PROD 
-FOR  MORE  INFORMATION  PLEASE  CALL 

.  415  728  3383 


Product 


Cesaroni  Design 
Associates,  Inc. 

I  Glenview/,  iL 
West  Bend,  Wl. 
I  Development  Team 

Industrial  Design  Engineering/Pro-E 

Rapid  Prototyping/CNC 
research  modelmaking  •  human  factors 
product  graphics  vendor  sourcing 

cost  analysis 
Consumer  Medical  Electronics 
Industrial  furniture 
708-724-8840 


Venture  Design 


asm 


Palo  Alto.  California 

Industrial  Design 
Graphic  Design 
Product  Naming  &  Strategy 

Vox:  415.321  5635 
Fax:  Al  5.321  6627 
email:  astro@batnet  com 


Klxon  Design 
Consultants  Inc 

Exhibitions  and 
Graphics 


IDEA95  Bronze  Award  Winner  for  a 
Thematic  Information  Exhibit. 
Marketing  and  communication  through  inte- 
grated design  progroms  encompassing 
exhibits,  print,  promotion,  multi-media  and 
corporate  identity. 

For  more  information  please  contact: 

Kate  Hixon  at  2 1 2.388. 1 64 1  or  by  moll: 

30  Bond  Street  5th  Floor  NY  NY  10012 


KDA 

Industrial  Design  Consulta 

New  Product  Development 
for   Customer  Sotisfaction 
Cost  Contcinmenf 
Human  Factors 
functionclilY 
Producibilitv 
Aesthetics 


800.235.4844 

Chicogo  Metro  Area 
1785-BCortlQndCt 


Where  design  takes  off  | 


N,  formerly  Douglas  I  * 
Industrial  Design,  has  served  the  consumer  proi  •, 
commuricofions  and  transpoitolion  indu 
notionolly  mce  1985.  Ignition's  designers, 
neeis  and  modelers  use  Alias'",  Pro-E'"  and 
mochining  centers  to  give  clients  "seomless"  di 
including  photo-realistic  computer  imoges,  v 
models,  ond  engineering  prototypes.  II 
compelling  products  for  tlie  marl(etploce  in  rei 
development  cycles.  214.423.7070 


Design  equipment  manufacturers: 

Top  into  10,000+  potential  customers  by  sponsoring  a  higlily 
visible  publication  centered  around  Business  Week's  coverage  of  the 
Industrial  Design  Excellence  Awards. 

For  more  information  about  this  winning  opportunity, 

contact  Dan  Dunn,  Business  Week 
Vice  President  of  Sales-Chicago,  at  (312)  616-3300. 
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HUMAN  FAQORS 
INDUSTRIAL 
DESIGN,  Inc 


Jicol,  Technical  ond  Consumer 
duct  Development 

&9S  GOLD  MEDALLIST 

rarch  in  User  Behavior 
current  Design  and  Engineering 
Engineer  ond  AutoCad 

iglos  Spronger,  President 
.868.2277  Fox  212.967.6567 


gS^^  Industrial  Design 
^MMB  Mechanical  Engineering 
ProE,  AutoCAD  Services 
Electronic  Engineering 
Software  Engineering 
Models,  Prototypes 
Electronic  Packaging 

Complete  Product  Design 

BIT  7  Inc.  Offices: 
Madison,  Wl 
MundeleIn,  IL 

Ptione:  608  833-0032 

INTERNET:  real_world@blt7.com 


MACHINE)tRT 

PLASTIC  PRODUaS 


wt  excites., 
ond  sells. 


[onsumei;  Business,  Health  •  Imoge  sfiQtegy 

•  New  product  development  •  Redesign  for  cost 
[eduction  •  Engineenng  •  Monufoctuiing  support 

•  Computer  oided  molding  optimization 

•  Intemotionol  sourcing  •  Models  •  Contact: 
Andrew  Serbinski,  design;  Mark  Rosen,  engineer- 
ing New  Jersey.  201. 71 4. 9846 


PRACTICAL  INNOVATION 

For  over  sixty  yeors,  BSD  hos  been  on  industry 
innovator.  We  provide  morket  success  to  our 
clients  througb  cross-functionol  excellence  in 
morkel  planning,  user  feseoch,  industrial 
design,  mechanical  engineering  and  advanced 
motion  and  stress  anolysis,  rapid  prototypina, 
and  graphic  design.  Our  in-house  tools  incluae 
ALIAS,  m/l  mmm,  cad/cam,  and 
more.  Coll  (312)  907-9500  Chicago  or 
(414)  241-3800 


►  TROUPE 

INGINIIRING  £  DtSICII 


IS  0  Strategic  partner  from  concept  to 
ion  for  our  clients  by  i,itegrating 
riol  Design,  Mechanical 
•ring,  Graphic  Design,  Printed 
Board  Design,  and  Prototype 
ition.  Results  of  our  success  con  be 
I  the  innovative  products  we  have 
and  our  long-term  client  relationships, 
er  informotion  coll  JL  Troupe  Co.  at 
10-1223  or  fox  205-830-1224 


RONALD  EMMERLING  DESIGN  INC. 

25  Years  of  Design  Excellence  

Consumer  Products  &  Packaging  Graphics 

206  Claremont  Avenue 
Montclair,  NJ  07042  201-783-7888 


BABCOCK  &  SCHMID  ASSOCIATES 

•Select  Client  Base  Of  Mature  8,  Emerging 
Corporations»Foreign  &  Domestic'Infegratior 
of  Research,  Design  &  Implementotion'Retail, 
Product,  Branding  &  Graphics'Hands  On 
Management'Personnel  Continuity  Since 
1 960*Emphosize:  User-Driven  Design,  Styling, 
looling  Sensitivity,  Production  Cost  Targets, 
Time  Id  MarkefColl  216/666-8826  For 
An  Effective  Business  Partner 


i   STRATEGIC  DESIGN  i 

CORPOBATIOr^S 


DESIGN  CONSULTANTS  AND 


Strategic  IVlarketing 
Market/User  Research 
Corporate/Brand  Identity 
Product  Design 
Packaging  Design 
Merctiandising  Design 
ProE/Alias 


Worldwide  Headquarters  in  Soulhport.  CT  , 
Call  1-800-693-7779  5 


MFUUKKCO  KM  PMUOaPHU 


AND  STUDER  DESIGN,  INC. 

eiCAL  INDUSTRIAL  DESIGN 

ims  our  firm  has  been  working  with 
I  ond  innovotion  to  give  marketable 
iroducfs,  packages,  and  systems  in  the 
are  community.  We  take  pnde  in  the 
)  which  our  designs  have  achieved  for 
ing  family  of  clients.  For  more  informo- 
itact  fi&S  at  17  Mendhcm  Road, 
ne,  NJ  07934  Phone  908-234- 
FAX  908-234-9706 


Paramount  Industries,  Inc. 

A  Product  Development  Company 


Product  Design 

•  Human  Factors 

•  Concept  Design 

•  Presentation  Plates 

•  2-0  CAD 

•  3-D  CAD 

•  Study  Models  IS 

•  Graphic  Design 

•  Package  Design 

2475  Big  Oak  Road 
Langhorne.  PA  19047 
215. 757. 9611 


Oi 
CU 

3 
o 


IDI 


1 994  GOLD  MEDAL 
BUCK! 


All  over  the  world,  coprations  look  to  IDI  to  ofigi- 
note  new  products  and  to  tionsform  existing  products 
to  moke  ttiem  distinct  ond « 


That  is  why  some  of  the  most  respected  names  in 
business  V 


Pleose  coll  to  leom  obout  our  unique  creotive 
process  ond  how  it  con  impact  your  new  product 
efforts  ond-most  importontly-your  bottom  line. 
(201)941-5500 


C/) 

h 

oi 

Z  J 


industrial  Design 
Wavefront  Visualization 
Mechanical  Engineering 
Finite  Element  Analysis 
Rapid  Prototyping 
Prototype  Casting 
Production  Management 


AccentOnDI 


ric 

4912  Wallace  Neel  Road 
Charlotte,  N  C  28208 
704  398  0867 
800  951  7411 


XDUSTRIAL  PRODUCTS 

chnigues  from  auto  racing  to  achieve 
indcompoct,! 


al  Design  Achievement  Aword 
Bronze  Award 


6-0013 


BOOTY  DESIGN 
ASSOCIATES 


1995  Silver  IDEA 
1994  Bronze  IDE/ 
Award  Winners, 


con  bring  innovotion  to  your  products 
through  "Concept-i-Design",  differenhating  your 
company  from  the  compehtion.  Example:  the 
DoubleHeoder  Flashlight,  1995  Silver  IDEA 
Winner.  Our  concept:  dual-beam  flashlight  pro- 
vides light  ahead  and  light  at  the  user's 
feet...simultaneously!  Let's  discuss  your  next 
"IDEA"!  Coll  312-226-0011 


NAGY  DESIGN 


testing 

documentotion 
production  liason 
Complete  development  services  for 
medical  and  consumer  products. 

Contact  Loma  Mercodo  at  (310)  547-5644 


VENT 

DESIGN  ASSOCIATES 


x3  C 


Co  * 


ANT  QUfSTIONST 

USA  408.559.4015 

FAX  4085594036 


IrvDiSTRiAL  Design 


DIRECTOR¥ 


GINGKO  DESIGN  INC 

IDEA  Silver  '95 

CONSUMER 

TRANSPORTATION 

MULTIMEDIA 


PRO-BLEM: 

1:  Opportunity  for  an  extraordinary 
solution  2:  Dynamic  impacting  vision 
3;  Collection  of  subtlety  and  detail 
4:  Nourishment  for  tfie  soul 

Tools:  Human  imagination,  marl<et 
research,  3D  mockups  and  thumbnail 
sketches,  Alias  Studio,  upstream  design 
and  engineering,  rapid  prototyping 

Carol  Koffel 

415.777.1866  gingko@slip.net 


SPECIAL  ADVERTISING  SECTION 


RITASUE 

SIEGEL 

RESOURCES 


PIRMSELEQION 


find  ttie  best  design  monogers,  creotive  directors, 
designers  ond  design  firms.  Nationally  and  interna- 
flonally.  In  product  design,  graphics,  interiors,  otclii- 
tecture,  retail,  identity,  pockaging,  user  interface, 
information  design,  etc.  II  your  compony  is  looking 
for  design  professionals  or  you  are  o  designer  inter- 
ested in  new  opportunities,..  Coll  212  682  2100 
fox  682  2946, 20  East  46  Street,  New  U,  NY 
10017-241/,  H 


Boston 

PH  617  890  591  1 
FAX  617  890  5977 

Herbst  LaZar  Bell, 

Product  Design  and  Development, 
congratulates  our  Boston 
office  for  winning  the 
1995  IDEA  Gold  Award 

Chicago 

PH  312  454  1  1  16 
FAX  312  454  9019 

EMAIL  hlb@hlbcom 

i;iLr«1 


Freci    I.  Polito 

Tel.    40S   ^25  790r 

f  po  I  it  o<S*>  picosof-coin 


Good  design  doesn't  stink! 


For  a  sniff  contact: 

INDUSTRIAL  DESIGNERS: 

Strategic  teams 

hi  the  [uiopeon  maiket: 
Germany:  lel  (49)  7171-44254 
Fox (49) 7171-44238 

lor  the  American  markel: 
Colifornia:  Tel  (510)  652-7702 
Fox (510) 652-7933 
emoil:  IspeeriffooLcom 


LUNAR  DESIGN 


.UN^R 


Keep  moiket  success  the  target.. 
Apply  hot  design  and  smart  e 

Understand  ttie  needs,  wonts  and  possibilities  

Delivei  the  "right  cool"  I 

Lunar's  integrated  philosophy  of  product  develop- 
ment and  design  is  the  essence  of  our  opprooch  and 
the  foundation  on  which  out  compony  wos  built. 
For  information  about  achieving  the  "nght  cool,"  coll 
Lunoi  Design  415.326.7788  or  contact  us  at 
info@lunar.com. 


DESIGNWORKS  /  USA 


A  unique  resource 
for  industrial  design 
and  complete  product 
development. 


OESIGNWORKS/USA 

2201  Corporate  Center  Drive 
Newbury  Park,  CA  91320 

805.499.9590 

A  member  of  the  BMW  Group 


TEAGUE 


T  E  A G  U  E  Established  in  1 926, 
league  is  one  of 
Amenco's  feeding  industriol  design  consultancy  firms. 
Core  competencies-industriol  design,  mechanical 
engineering  ond  ergonomics-combined  with  innovo- 
tive  moikefing  and  design  planning  have  shaped 
league  into  o  sfrategically-flriented,  product  develop- 
ment think  tank. 

With  expertise  in  oerospoce  design,  product  com- 
mercialization and  consumer  pockoging,  Teogue  sot- 
isfies  the  needs  of  many  diverse  clients. 
New  York  (800)  223-1400 


fresh 


clean 


pure 


good  for  you! 

Lonczak  design 

tei:  212  274  8493 
product  I  packaging 


PRODUCT  PACKAGE, 
BRAND  &  RETAIL  DESIGN 

Sl<aneateles,  NY  13152 
315-685-1000 


u  need  com- 
plete turnkey  product 
development  or  expert  designers  to  join  your 
teom,  we  bridge  the  gap  from  concept  to  mar- 
ket with  cost  effechve,  rapid  product  design 
ond  development.  Bndge  integrotes  award 
winning  industrial  design  with  high  guality 
mechonicol  engineering  and  electronics 
(P!o/ENGIN[ER).  Call  Bill  Evans  at  Bridge 
De  sign,  Inc.  Son  Francisco,  CA 
(415)512-8397 
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IIIOS 


PRODUCT    DEVELOPMENT  GROUP 

DESIGN  SERVICES 

is  0  full-feotured  design  and  engineering 
y  tt)ol  liQS  been  providing  contractual  prod- 
eiopment  since  1987.  Stratos  ernploys 
il  designer,  mechanical,  electronic  (analog 
j)  ASIC,  software,  and  manufacturing  engi- 
)tratos'  specioliy  is  integroted  product  design 
'd  development,  serving  a  variety  of  Indus- 
rates  Product  Development  Group, 
First  Avenue  PH-B,  Seattle  WA. 
,206.448.1388. 


HENRY 
DREYFUSS 

Design 
Consultants 

Consistently  successful  in  the 

marketplace,  our  designs  are 

•  Product  Development 

•  Human  Factors  &  Ergonomics 

•  Corporate  and  Brand  Identity 

•  Graphical  User  Interface 

•  Transportation  Interiors 

423  West  55  St     New  York,  NY  1 001 9 


A&R  INDUSTRIAL  DESIGN  INC. 


We  ore  experienced  in  tfie  design  of  o  v^ide  vonefy 
of  products.  Recent  projects  range  from  consumer 
products,  furniture  ond  hospital  equipment  to  large 
farm  tractors.  The  diversity  ollov^s  us  to  bring  a  fresh 
approach  to  your  design  needs.  CAD,  Graphics, 
Models,  Mcck-Ups  ond  Prototypes.  For  more  infor- 
mation please  contact  us  at  51096  Milono  Drive, 
2,(810)781-8864 


Palo  Alto:  800,600,4336 
San  Francisco:  415  397  1236 
Chicago:  708  570  4350 
Boston:  6 1 7  863  0022 
London:  (44)  1 7 1  485  I  1 70 
Tokyo:  (81)  3.5570  2664 


PRODUCT 
INSIGHT,  INC. 


d.  Silver  and  Bronze  award  wi'^neis  provid- 
'Qtive  solutions  through  research,  ergonom- 
ticl  design,  in^iouse  modelmaking,  proto- 
id  CAD  engineering  (Pro/E)  for  cost-effec- 
ufocturing  of  computer,  consumer,  industri- 
;qI  ond  biotech  products.  Clients  include: 
ing.  Digital,  GenRod,  Gerry  Bcby  Products, 
.  Sun  Microsystems,  fucker  Housewares. 
8)  264-4450.  Product  Insight,  Inc. 
ock  Way,  Unit  1,  Acton,  MA  01/20 


frogdesign^ 

global  creative  network 


USA/Collfornio:  (408)  /34-5800 
Germany:  (49)  0/453-2740 


GET 


SMART 


St^ART   DESIGN  INC 


"7  WEST    I8TH  STREET 
NEW  YORK.   NEW  YORK  1001 


TELEPHONE       212   807  8150 
FAX'  212   243  8514 


DESIGN  AND 
ENGINEERING 

"Ihe  product  is  petting 
rove  reviews  for  oesthetk  appeol...fnere  is 


no  doubt  thot  we  hove  mode  o  quantum  leap 
aheod  of  competitors  in  improving  the 
oppecronce  of  cord  reQders."-TrGnk  Binzoni, 
Vice  President,  Sales  &  Morketing, 
Weshnghouse  Security  Electronics.  Studio  Red: 
Where  functional  design  isn't  just  a 
concept-it's  a  low. 

Telephone  41 5-368-/828 


Please  send  information  on: 

(list  company  names) 


Send  to: 

Name: 


Title: 


Company: 
Address: 


State:  Zip:  

Fax  to  the  Industrial  Designers  Society  of  America:  (703)  759-7679 


|ii't  settle  for  anything  less 

than  the  best  design...because 

your  customers  won't, 
t  your  designs  on  sales  success  now 
by  hooking  up  with 
the  best  in  the  business. 

more  information  about  any  of  the 
companies  listed  in  this  directory, 
I  out  the  coupon  and  send  it  to  the 

Industrial  Designers  Society 
of  America: 

1142-E  Walker  Road, 
Great  Falls,  VA  22066; 
fax  (703)  759-7679. 

Or  e-maii  your  request  to 

IDSANHQ@aol.com. 


Finance 


"READY-AIM-FIRE  GUY":  Comj 

says  he'll  make  needed  chan. 


INSURANCE 


THE  FLOODWATERS 
RISE  AROUND  AETNA 

Despite  overhauls,  profits  are  off-as  tiie  industry  shrinks 


1 


'm  very  much  a  ready-aim-fire 
guy,"  says  Ronald  E.  Compton, 
chief  executive  officer  of  Aetna 
Life  &  Casualty.  "I  am  going  to 
change  what  I  can  see  needs  changing." 
Compared  with  fomier  Aetna  CEOs  who 
ran  the  Hartford  insurer  unchanged  for 
decades,  Compton,  62,  has  been  a  der- 
vish, leading  a  series  of  restincturings 
and  "strategic  reviews"  over  the  past 
five  years. 

Yet  all  that  hasn't  much  helped  the 


country's  largest  publicly  owned  insm-er 
Excluding  special  charges  and  capital 
gains  and  losses,  1994  earnings  were  no 
better  than  in  1990,  when  Compton 
stalled  restructuiing.  Last  yeai-'s  profits 
represented  a  return  on  equity  of  7.5% 
vs.  13.6%  for  the  industry.  Excluding 
catastrophe  losses,  1995's  first-quarter 
results  were  nearly  the  same  as  1994's. 
"The  company  is  still  unable  to  generate 
a  steady  stream  of  growing  earnings," 
says  Peter  Azcue  of  Value  Line  Inc. 


^ 


Aetna's  property  and  casi 
business  is  producing  middlin 
suits.  Potentially  crippHng  c 
for  environmental  liability  con 
to  dog  the  company.  Aetna's  ! 
^  has  been  strong  lately,  but 
V-A,  lysts  attribute  that  to  com 
statements  that  it  may  soon  c 
tify  the  cost  of  those  claims, 
the  stock  has  trailed  most  ( 
major  insurers'  since  April, 
Aetna's  is  up  just  24%,  while 
dard  &  Poor's  multiUne  insui 
index  has  risen  69%>. 
BREAKUP?  Time  may  be  ru: 
out  for  Aetna.  The  industry  is 
solidating  fast.  Ti-avelers  fell 
to  financier  Sanford  L  Weill 
years  ago,  insurer-  Contin* 
Coi-p.  was  bought  by  cna  Fin£ 
earlier  this  year,  and  Kei 
agreed  in  April  to  a  buyout 
Zui'ich  Insurance  Group.  Wit 
some  big  improvements,  A 
fl|  could  face  a  similar  fate  or,  ] 
J  likely,  drastic  restructuring 
^  breakup.  Industry  insider's  say 
na  has  done  an  analysis  of  its  bre 
value.  Compton,  a  40-year  Aetna  ■ 
ran,  won't  comment  on  the  comp. 
plans.  But  he  does  say:  "The  fa( 
anybody — a  boar'd  or  a  ceo — is  % 
to  have  to  consider  anything." 

Compton's  own  position  may  n( 
quite  rock-solid.  Aetna's  board  cu 
1994  bonus  45%,  from  $550,001 
$300,000,  while  his  salary  remained 
at  $775,000.  Four  other  top  execs 
their  bonuses  slashed.  A  more  signil 
sign  of  a  possible  power  shift  was 
arrival,  on  Feb.  6,  of  Richard  L 
ber-,  58,  as  vice-chaii'man  for  stra 
and  finance,  a  new  position. 

Huber,  whom  the  company 
Compton  r-ecroiited,  is  a  tough,  cok 
make-waves  oper-ator  with  a  backgr 
in  banking  and  on  Wall  Street — oi 
several  bankers  who  have  rece 
moved  into  senior  insurance  posii  sal 
(page  111).  ForTnerly  Continental  1 
Cor'p.'s  vice-chaiiTTian,  Huber  led 
str-ucturing  at  Continental  before 
bank's  $2  billion  sale  to  Bank  of  Ar 
ca.  "We  needed  an  industrial-stre  [ff,. 


What 
Aetna 
Needs 
to  Fix 


ENVIRONMENTAL  LIABILITY 


HEALTH  CARE 


PROPERTY-CASUALTY 


REAL  ESTATE 


Mass  of  claims  stemming 
from  coverage  written 
decades  ago  needs  to  be 
quantified.  Possible 
charge:  $1  billion. 


Up  to  $200  million  must 
be  spent  annually  for  the 
next  few  years  to  build  a 
network  of  managed-care 
providers. 


Expenses  must  be 
trimmed  further,  and 
loss  ratios  must  be 
reduced  at  this  under- 
performing  unit. 


The  $13  billion  real 
estate  portfolio  mui| 
continue  to  be  reduo 
About  19%  is  conside, 
troubled.  j 


- 
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incial  and  strategic  mind,"  says 
mpton.  Thomas  C.  Theobold,  a  foiTner 
lirman  of  Continental,  says  Huber  is 
it  a  traditional  insurance  executive.  I 
w  it  as  a  very  positive  sign  for  Aet- 
to  have  hu'ed  him.  He  brings  a  fresh 
id.  He  looks  very  aggressively  at 
at  makes  money  and  what  doesn't." 
her  leaves  no  doubt  that  he  thinks 
tna  has  been  a  subpar  performer, 
lile  Aetna  has  many  choice  assets, 
ber  says,  "some  of  them  haven't  been 
fked  nearly  hard  enough." 
>Jo  matter  how  their  relationship 
ts  out,  Compton  and  Huber  have 
ir  work  cut  out  for  them.  Environ- 
ntal  claims  are  a  top  priority.  Aetna 
sady  has  reserves  of  $436  million  for 
ential  claims,  but  analysts  believe 
additional  hit  could  reach  $1  billion 
wipe  out  most — if  not  all — of  1995's 
lected  earnings  of  $660  million, 
'he  company  also  faces  fresh  chai- 
ses to  its  core  health-care  franchise, 
ilth  care  contributed  75%  of  profits 
year.  Now,  Aetna  has  to  compete 
1  national  health-maintenance  organ- 
ions  and  other  providers — and  it's 
faring  well  in  price  comparisons, 
ey're  a  top-tier  competitor,"  says 
en  Darling,  who  manages  health-cai'e 
ming  for  Xerox  Corp.  "But  they've 
led  to  be  at  the  high  end  of  costs." 
na  is  trying  to  cut  them  by  shifting 
Ith-care-plan  members  to  managed 
!.  But  building  a  network  of  provid- 
would  cost  about  $200  million,  ac- 
iing  to  James  W.  McLane,  head  of 
na  Health  Plans.  Compton  says 
lings  in  the  health-cai'e  business  will 
ihaved  15%  this  year. 
OBLEMS  BEHIND*  US."  That  means 
lackluster  property-casualty  divi- 
,  which  earned  just  $60  million  in 
I  on  $5.3  billion  in  revenues,  will 
i  to  shine  this  year.  Gaiy  G.  Bena- 
head  of  that  operation,  managed  a 
)  milhon  earnings  swing  in  Aetna's 
national  business  before  taking  over 
)erty-casualty  in  late  1993.  He  has 
ady  cut  annual  expenses  by  $120 
on  and  cut  over  2,000  jobs,  while 
:ing  the  underwriting  focus  away 
1  volume  to  profitability.  But  proper- 
asualty  lost  more  than  $200  million 
ach  of  the  previous  two  years,  and 
sector  of  the  industry  continues  to 
iv  from  fierce  price  competition, 
n  the  plus  side,  Aetna  is  cleaning  up 
mce-embattled  pension  and  life-in- 
nce  business.  The  company  took  an 
'  million  charge  in  1994  for  losses 
ciated  with  guaranteed  investment 
racts.  Also,  it  set  up  a  $1.3  biUion 
rve  for  future  losses.  But  sales  of 
nsurance  were  up  67%  in  1994,  and 
ife  and  annuity  business  saw  pi-ofits 
43%,  to  $159  milhon.  Aetna  has 
tied  its  portfolio  of  troubled  real 


CAN  A  BEVY  OF  BANKERS 
BUOY  THE  PRU? 


Want  to  get  ahead  in  the  insur- 
ance industry?  Then  go  work 
for  a  bank.  That  seems  to  be 
the  magic  recipe  these  days,  as  lum- 
bering insurance  giants  turn  to  the 
banking  industry  for  executive  tal- 
ent. Aetna  Life  &  Casualty's  recent 
recruitment  of  former  Continental 
Corp.  Vice-Chainnan  Richax'd  L.  Hu 
ber  to  be  the  company's  vice-chair- 
man for  strategy  and  finance  is  a 
notable  example.  But  bankers  have 
virtually  taken  over 
troubled  Pnadential 
Insurance  Co.  of 
America,  which  saw 
its  capital  drop  11% 
last  year  after  paying 
out  more  than  $1  bil- 
lion in  fines  and  settle- 
ments resulting  from 
its  limited-partner- 
ships scandal. 

Late  in  1994,  Pru 
hired  Arthur  F.  Ryan, 
52,  former  president  of 
Chase  Manhattan 

Corp.,  as  chief  executive.  Ryan,  who 
has  a  reputation  as  a  cost-cutter  un- 
afraid to  ditch  underperforming  as- 
sets, is  the  fii'st  non-Pru  person  to 
take  the  top  job  at  the  nation's  larg- 
est insui'er.  Ryan,  in  turn,  recruited 
two  Chase  colleagues:  In  February, 
John  V.  Scicutella,  45,  joined  Fru  as 
head  of  operations  and  systems,  a 
post  similar  to  the  one  he  held  at 
Chase.  And  on  May  18,  Mark  B. 
Grier,  42,  a  former  Chase  executive 
vice-president,  became  Pni's  new 
chief  financial  officer. 
FINANCIAL  DISCIPLINE.  The  influx  of 
bankers  stems  largely  from  pressure 
from  insurer  boards  for  greater  re- 
turns— even  at  mutuals  such  as  Pra 
that  are  owned  by  policyholder's 
rather  than  stockholders.  Bankers 
are  not  always  regarded  as  the  most 
innovative  financial  executives.  But 
the  best  ones  ar-e  attuned  to  the  de- 


RYAN:  CHASE  CONNECTION 


mands  of  Wall  Street  and  bring  a  fi- 
nancial discipline  that  has  been  lack- 
ing in  the  staid  insurance  industry. 
Financial  types  such  as  former 
American  Express  executive  Sanford 
I.  Weill  have  also  made  inroads  in 
the  insurance  industry.  "There's  a 
general  view  that  bankers  are  more 
highly  focused  on  the  cost  of  capital 
and  earnings,"  says  LarTy  G.  Mayew- 
ski,  senior  vice-president  at  A.  M. 
Best  Co.,  an  insur-ance-industry  r*at- 
ing  service. 

Prudential,  which 
declined  to  comment 
for  this  story,  could  use 
a  little  more  focus.  It 
lost  $907  million  last 
year,  as  its  insurance 
operations  suffered 
from  such  losses  as  the 
Northridge  (CaUf.) 
earthquake  and  as  its 
mortgage-lending  unit 
fell  victim  to  rising 
interest  rates.  An  un- 
wieldy  mix  of  insur- 
ance, mutual  fluids,  securities,  and 
r-eal  estate,  Pni  is  one  of  the  largest 
financial-services  players  in  the 
world,  with  mor-e  than  $300  billion  in 
assets.  But  it  lacks  the  sharply  de- 
fined strategy  of  some  other  financial 
conglomerates,  such  as  ge  Capital 
Services  Inc. 

When  he  joined  Pr-u,  Ryan  prom- 
ised he  would  move  in  1995  to  im- 
prove earTiings  and  capital.  In  March, 
he  outhned  plans  to  sell  the  Prxi's 
$75  bilhon  morlgage-ser'vicing  busi- 
ness. The  unit  could  fetch  $1  bilhon, 
analysts  say,  though  no  deal  has  yet 
been  reached.  Other  moves  could  in- 
clude further  trimming  of  the  prop- 
erty-casualty unit,  which  is  in  re- 
trenchment, and  gTeater  emphasis  on 
the  sale  of  products  to  the  retire- 
ment mar'ket.  Bringing  in  the  bank- 
ers is  just  a  fu'st  step. 

By  Tim  Smart  in  New  Haven 


estate  and  mortgages  to  $13  bilhon, 
down  ft'om  $23  billion  four  years  ago. 
'We  have  put  the  bulk  of  our  real  estate 
pr'oblems  behind  us,"  says  Executive 
Vice-Pr-esident  Daniel  P.  Kearney. 

Over-all,  Aetna  is  woridng  on  pnining 
low-per-foi-ming  businesses.  The  insurer 
recently  announced  plans  to  sell  its  Ael- 
tus  investment-management  subsidiary. 
And  the  company  is  trying  to  bolster 


businesses  it  runs  well,  such  as  health 
car-e  and  life  insurance.  But  with  cash- 
hungry  investors  having  already  gob- 
bled up  some  of  Aetna's  rivals,  the 
pace  of  improvement  needs  to  quicken. 
The  mar'ket  doesn't  toler-ate  inefficiency 
for  long.  Just  ask  Travelers.  Just  ask 
Kemper. 

By  Tim  Smart  in  Hartford,  with 
Richard  A.  Melcher  in  Chicago 


Inside  Wall  Street 


BY  GENE  G.  IWARCIAL 

TWO  HEARTS 
THAT  BEAT  AS  ONE? 

The  chief  product  of  ats  Medical 
(atsi)  is  a  new  kind  of  mechanical 
heart  valve — and  it's  giving  rivals  some 
blood-pounding  competition.  The  Street 
has  become  aware  of  ats:  Its  shares 
have  doubled  this  year,  to  8.  But 
there's  bigger  reason  behind  the  smart 
leap:  takeover  talk. 

Savvy  investors  have  been  buying 
into  ATS  on  the  belief  that  the  valve 

THE  PULSE  PICKS  UP 


▲  DOLLARS 
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NELSON  PUBLICATIONS 

maker  will  soon  get  a  buyout  offer 
from  Medtronic  (mdt),  a  major  world 
producer  of  implantable  cardiac  pace- 
makers and  also  a  maker  of  prosthetic 
heart  valves. 

One  New  York  money  manager  who 
has  been  accumulating  ats  shares  puts 
the  value  of  the  stock  at  12,  based  on 
the  prospects  of  the  company's  new  im- 
proved valve.  In  a  buyout,  the  stock 
could  be  worth  even  more,  says  this 
pro,  who  says  an  offer  from  Medtronic 
seems  "imminent."  He  believes  ats  has 
a  good  product  and  technology  and  a 
seasoned  management  team  led  by 
Chairman  and  ceo  Manuel  Villafana. 
(In  1976,  Villafana  founded  St.  Jude 
Medical,  which  the  following  yeai*  in- 
troduced the  mechanical  valve  that  is 
now  the  industry's  standard.) 

"There's  a  good  fit  between  Med- 
tronic and  ats,"  says  Rachael  Scherer, 
an  analyst  at  Dain  Bosworth.  She 
thinks  it's  Ukely  that  ats  will  be  taken 
over  one  day — but  couldn't  say  when 
or  by  whom.  Scherer  says  Medtronic 
"is  having  a  problem  with  its  own 
heart  valve,"  and  it  will  have  to  figure 
out  whether  to  focus  on  resolving  the 
difficulty  or  go  after  ats,  whose  sales 
are  expected  by  one  investor  to  double 


to  $12  million  this  year.  Currently, 
Medtronic  is  developing  a  new  pros- 
thetic heart  valve. 

ats  valves  are  marketed  in  20  coirn- 
tries.  In  the  U.  S.,  the  company  is  still 
seeking  approval  from  the  Food  & 
Drug  Administration. 

The  ats  pi'oduct  is  a  possible  succes- 
sor to  the  artificial  valve  that  has  been 
in  general  use  since  the  1960s.  The  in- 
dustry's standard — ^the  St.  Jude  valve — 
has  not  been  changed  much  since  its 
introduction,  notes  Villafana.  St.  Jude 
has  about  64%  of  the  world's  $500  mil- 
lion mechanical-valve  market. 

The  ATS  valve,  says  ViUafana,  is  easi- 
er to  implant  and  monitor.  And  it  has  a 
proprietary  "open  pivot"  design  that 
improves  blood  flow  and  reduces  the 
likelihood  of  clots.  Villafana  and  Med- 
tronic spokesman  Dick  Reed  decHned 
to  comment  on  takeover  rumoi*s. 

BROOKE  MAY  FLOW 
A  BIT  FASTER 

Financier  Ben  LeBow  loves  complex 
transactions  that  give  him  big  stakes 
in  asset-rich  but  out-of-favor  compa- 
nies. Such  deals  have  made  a  lot  of 
money  for  him — and  his  shareholders. 
Not  that  his  investment  vehicle, 
Brooke  Group  (bgl),  has  skyrocketed. 
Far  from  it.  Shares  of  this  minicon- 
glomerate  trade  on  the  Big  Board  at 
3'/;,  down  from  5'-/.  in  mid-September. 
But  he's  attracting  the  smart-money 
crowd,  which  thinks  Brooke  will  break 
out  and  hit  new  highs  in  a  year. 

One  reason:  LeBow,  a  controversial 
dealmaker,  is  finally  paying  attention 
to  beefing  up  Brooke's  quaiterly  perfor- 
mance and  bottom-line  results.  "This 
will  attract  the  attention  of  a  whole 
lot  of  investors  when  it  becomes  evi- 
dent," says  the  manager  of  a  large 
hedge  fund  who  has  bought  into 
Brooke.  He  figures  the  stock  is  worth 
more  than  twice  its  current  price. 

This  money  runner  notes  that 
Brooke's  unrestricted  cash  stash  of 
$325  nullion  (left  over  from  the  1994 
sale  of  its  New  Valley  money-transfer 
business  for  $1.2  billion)  plus  assets  of 
other  Brooke  units,  make  the  shares 
worth  more  than  8. 

One  Brooke  unit  is  Liggett  Group, 
the  fifth-largest  U.S.  cigarette  maker. 
Liggett  also  ovras  a  big  factory  and 
real  estate  operation  in  the  former  So- 
viet Union — which  LeBow  expects  will 
puff"  up  Brooke  profits. 

Brooke  has  bought  6.4%  of  the  Show- 


Biz  Pizza  Time  chain  and  has  purchas 
for  $26.8  million,  Ladenburg  Thalma: 
a  119-year-old  New  York  securities  fii 
To  skeptics,  LeBow  points  to  the 
turns  reaped  by  shareholders  vm 
bought  into  Brooke  (then  Liggett) 
1987  at  12  a  share.  Since  then,  LeB 
figures  stockholders  have  received  a 
and  stock  dividends  of  more  than  2( 
share,  mainly  from  asset  sales. 


WHY  COINS  ARE 
DROPPING  INTO  IGTIf 


Top  guns  at  International  Game  Te 
nology  (igt)  and  most  Street  ai 
lysts  are  pooh-poohing  rimors  that 
No.  1  U.  S.  slot-machine  maker  i 
takeover  target.  "The  big  news  is  t 
nothing  is  happening,"  insists  igt  Chi 
man  Chuck  Mathewson,  who  owns  ne 
ly  5%  of  the  stock.  Yet  since  May 
when  the  shares  hit  a  low  of  125^,  tl 
have  rebounded  to  15  on  very  hea 
volume — between  1  million  and  3  mill 
shares  some  days.  So  what's  up? 

A  couple  of  hedge-fund  invest* 
have  been  snapping  up  the  stock, 
some  momentum  investors — pros  v 
jump  on  shai-p  turns  in  trading 
terns.  The  buyers  are  betting,  says  ( 
investor,  that  eithei'  Sony  or  Sega  I 
terprises  will  make  a  run  for  IGT.  Ii 
buyout,  IGT  stock  is  well  worth  30, 
says.  'The  stock  appears  to  be  heac  *^ 
higher,  due  to  improving  investor  p 
chology  emanating  from  the  takeo' 
speculation,"  notes  David  Boczar  of  A 
ue  Investing  Partners  in  Westpc 
Conn. 


w 


BEniNG  ON 
A  PAYOUT  SOONftm 


Gaming  analyst 
Steve  Eisenberg 
of  Oppenheimer 
says  igt's  im- 
proved cost  struc- 
ture, signs  of  a 
pickup  in  profit 
margins,  and  low 
debt  make  it  a 
sitting  duck  for 
a  deep-pocketed 
group.  "The  likes 
of  Sony  or  Sega, 
he  figures,  could 
logically  link  their 
entertainment  ca- 
pabilities with 
igt's  skill  and  scope  in  slot  machint 

Until  lately,  the  stock  had  been  f 
ing  because  of  disappointing  eamin 
It  was  trading  at  33  last  y« 
Spokespersons  for  Sony  and  S* 
didn't  return  calls. 


JAN  3,  '95 
k DOLLARS 


MAY  2 


DATA  BLOOMBERG  FINANCIAL  MARi 


112  BUSINESS  WEEK  /  JUNE  5, 


fiformation  Processing 


.ECOMMUNICATIONS 


lULTIMEDIA  BY 
RIAL  AND  ERROR 

>pite  glitches,  AT&T  insists  it  knows  what  it's  doing 


hatever  happened  to  at&t's 
bold  plunge  into  the  new 
worlds  of  multimedia  and  any- 
time-anywhere  communica- 
;?  Under  former  communications 
ucts  chief  Robert  M.  Kavner,  the 
)any  bought  up,  started  up,  or-  in- 
id  in  virtually  every  segment  of 
converging  voice,  data,  and  video 
ds.  And,  in  a  high-  ■■■■MaMai 
le  "You  Will"  televi- 
advertising  cam- 
1,  the  long-distance 
hone  giant  promised 
a  new  era  of  futuris- 
onimunications  was  ' 
t  to  dawn. 

like  lots  of  other 
imedia  wannabes, 
is  finding  that  the 
•e  isn't  arriving  on 
lule.  Its  foray  into 
)ased  mobile  comput- 
EO  Inc.,  was  a  flop 
has  been  closed 
1.  Its  7.4%  stake  in 
ral  Magic  Inc.,  a  de- 
)er  of  communica- 
software,  doesn't 
oromising,  given  that 
of  the  gadgets  us- 
leneral  Magic's  tech- 
y  has  made  much  of 
ish.  Interchange,  the 


online  network  purchased  from  Ziff 
Communications  Co.  for  approximately 
$50  million  in  December,  won't  go  live 
until  June,  six  months  behind  schedule. 
In  May,  the  phone  giant  announced 
plans  to  sell  its  2.4%  stake  in  3D0  Co., 
a  much-hy]Ded  maker  of  video-game  ma- 
chines that  is  now  str-uggling.  at&t  says 
it  is  bailing  out  because  game  machines 


Pieces  of  the  Puzzle 

A  tew  of  AT&T's  multimedia  products 


INTERCHANGE  ONLINE  NETWORK 

A  would-be  rival  to  Prodigy  and 
America  Online.  Launch  pushed 
back  from  Dec.  '94 
to  June. 


IMAGINATION  NETWORK 
(FORMERLY  SIERRA  NETWORK)  An 

online  interactive-games  network. 

VIDEOPHONE  2000 

AT&T's  videophone  for 
consumers,  with  a  list 
price  of  $1,400,  is  sell- 
ing slowly. 


lAL  MAGIC  An  AT&T 
irthat  developed  the 
:  ript  software  for  wire 
ansmission  software 
)n  Motorola  and  Sony 
s. 


don't  fit  into  its  plans — although  it  still 
owns  the  ImagiNation  Network,  an  on- 
line video  game  network. 

Despite  these  setbacks,  at&t  says 
that  it's  not  worried.  Chief  strategist 
Richard  S.  Bodman  says  the  company, 
which  had  $2  billion  in  free  cash  flow  in 
the  last  quarter,  is  willing  to  seed  all 
sorts  of  startups  and  new  ideas  in  the 
hopes  that  some  will  floiu-ish.  "Our  expe- 
rience has  not  been  any  different  than 
any  other  venture  capitalist's,"  says 
Bodman.  "When  you  spawn  new  busi- 
nesses, only  one  or  two  out  of  25  typi- 
cally make  it." 

FALLBACK  POSITION?  Still,  industiy  insid- 
ers say  that  at&t  management  wants  to 
see  more  successes.  Chaii-man  Robert 
E.  Allen  has  publicly  complained  about 
the  poor  perfbiTnance  of  Kavnei-'s  biggest 
legacy — the  former  NCR  Corp.,  which 
was  supposed  to  help  vault  AT&T  into 
multimedia  leadership  (page  114).  Now, 
■■■■■■■■■■  consultants  and  industry 
executives  who  work  close- 
ly with  the  company  say 
AT&T  has  recently  been  nai'- 
rowing  its  focus.  It's  in  the 
midst  of  developing  a  str-at- 
egy  with  greater  cohe- 
siveness — aimed  more  at 
business  customers  initial- 
ly than  at  consumers. 

The  switch  began  after 
Kavner  left  last  June  for 
Michael  Ovitz'  Creative 
Aitists  Agency  Inc.  There 
have  been  no  significant 
outside  investments  in  con- 
sumer multimedia  since. 
Instead,  AT&T  has  been 
foiTriing  alliances  to  bolster 
its  business  offerings.  The 
latest:  On  May  22,  Apple 
Computer  joined  at&t 
WorldWorx,  a  group  that 
includes  Intel  and  Lotus 
Development  and  is  work- 
ing on  videoconferencing. 

Another  sign:  In  April, 
AT&T  brought  together 
most  of  its  multimedia 
businesses  under  the  stew- 
ardship of  John  C.  Petrillo, 
head  of  its  business-com- 
munications services. 
"Within  the  last  6  to  10 
months,  at&t  has  gotten 
much  more  serious  about 
planning  around  a  single 
strategic  environment," 
says  Tim  Bajarin,  presi- 
dent of  Creative  Strategies 
Research  International 
Inc.,  a  consulting  firm. 
Take  Interchange,  at&t's 


INFORMATION  CENTER 

A  set-top  box  that 
connects  to  both  TV 
and  telephone  and 
uses  the  TV  screen  as 
a  display.  Available 
starting  in  July. 
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online  network,  at&t  isn't  trying  to  be 
America  Online  or  CompuServe.  In- 
stead, it  will  operate  Interchange  as  a 
very  sophisticated  development  "plat- 
form" that  other  companies,  such  as 
Washington  Post  Co.  and  Ziff-Davis 
Interactive,  will  use  to  build  their  own 
online  services. 

Interchange  Pi'esident  Michael  E.  Ko- 
lowich  says  that  at&t's  close  relationship 
with  some  10  million  business  customers 
on  the  phone  side  should  attract  ser- 
vice providers  for  Interchange.  "If  you 
think  about  it,  at&t  is  creating  a  plat- 
forni  for  businesses  to  do  business  under 
their  own  brand  name,  the  same  way 
they  do  with  an  800  number,"  he  points 
out. 

GUIDING  PRINCIPLE.  Whether  it's  in  busi- 
ness or  consumer  sei"vices,  there  is  a 
single  guiding  principle  behind  all  of 
AT&T's  multimedia  endeavors:  Use  new 
interactive  services  to  drive  ever-in- 
creasing demand  for  phone  networks. 
That  doesn't  mean  getting  into  content, 
the  way  rival  MCi  Communications  Coip. 
is  doing  through  its  investment  in  News 
Corp. 

The  No.  1  caiTier  has  always  said  it's 
not  interested  in  creating  the  videos, 
information  banks,  or  other  content 
traveUng  down  the  line — it  would  much 
rather  transmit  eveiyone  else's  traffic. 
"That's  a  smart  strategy  when  you're 
the  largest  market-share  player  in  the 
long-distance  business,"  says  Daniel 
Reingold,  an  analyst  with  Memll  Lynch 
&  Co.  "When  you're  the  biggest,  you 
want  to  be  able  to  carry  everybody's 
content." 

And  being  the  biggest,  at&t  can  af- 
ford to  plow  some  money  into  losers 
now.  Besides,  it  may  be  too  soon  to  tell 
what  a  loser  is.  The  EO  pen  computer 
was  a  bust.  On  the  other  hand,  a  prod- 
uct such  as  General  Magic's  Telescript 
communications  language  may  pan  out. 
It  works  only  on  handheld  communica- 
tors from  Sony  Corp.  and  Motorola  Inc., 
which  makes  it  look  like  a  dead  end 
now.  But  there  could  be  a  payoff  later. 
"It's  a  brilliant  technology  on  the  wrong 
platfom,"  says  an  executive  who  works 
closely  with  at&t.  "But  the  concepts 
ai'e  still  very  important  to  at&t.  They've 
learned  a  lot." 

The  learning  process  will  most  likely 
continue  to  be  messy  for  at&t  and 
everyone  else  in  a  business  that  con- 
tinues to  be  embryonic,  to  say  the  least. 
As  Meirill's  Reingold  says,  multimedia 
"is  going  to  take  a  long  time,  a  lot  of 
money  is  going  to  be  spent,  a  lot  of  tri- 
als, a  lot  of  en-ors."  You  don't  have  to 
tell  AT&T  that. 

By  Catherine  Amst  in  New  York 


AT&T  AND  COMPUTERS: 
ANY  SIGNS  OF  SYNERGY? 


In  1991,  AT&T  shelled  out  $7  billion 
for  NCR  Corp.  and  finally  staked 
out  the  strategic  beachhead  in 
computers  that  it  had  failed,  despite 
billions  of  dollars  spent,  to  achieve 
on  its  own. 

What  has  come  of  that  initially 
hostile  and  bitterly 
fought  takeover? 
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Has  AT&T  created 
the  synergy  be- 
tween computers 
and  communica- 
tions to  help  it  play 
in  the  world  of  all- 
digital  communica- 
tions and  multime- 
dia? The  answer  is 
mixed,  depending 
on  which  area  of 
AT&T's  computer 
operations  one  con- 
siders. 

Global  Informa- 
tion Solutions  (CIS), 
the  inelegant  new 
name  for  the  for- 
mer NCR,  still  leads 
the  computer  in- 
dusti-y  in  having  a 
full  product  Une, 
from  desktop  to 
mainframe,  that  uses  a  common  line 
of  microprocessors — namely,  Intel 
Corp.'s.  Potentially,  that's  a  big  boost 
in  helping  customers  wire  up  far- 
flung  networks.  And  NCR  has  given 
AT&T  presence  in  scores  of  foreign 
countries,  including  Japan,  where  the 
AT&T  name  was  not  well-known.  In 
return,  ncr  has  gained  access  to 
AT&T's  deep  pockets,  the  knowhow  of 
its  Bell  Laboratories,  and  its 
strength  in  data  networking. 

But  little  has  come  from  the  acqui- 
sition. Of  the  30-plus  NCR  officers  on 
board  in  1991,  less  than  a  half-dozen 
are  left,  most  checking  out  as  soon 
as  their  contracts  allowed  them  to 
go.  Early  this  year,  JeiTe  L.  Stead, 
the  fonner  at&t  executive  who  had 
been  called  in  to  streamline  NCR  in 
1993  and  improve  its  suddenly  sag- 
ging profitability,  left  to  ran  a  soft- 
ware company.  Lars  G.  Nyberg,  re- 
cruited from  Philips  Electronics,  is 
slated  to  become  the  third  Gis  head 
in  four  years  on  June  1. 


A  BUMPY  RIDE 


GLOBAL  INFORMATION  SOLUTIONS  (NCR) 


GIS  still  has  its  strengths.  For  e> 
ample,  it  leads  the  market  for  powi 
ful  parallel-processing  computers  t' 
excel  in  data  mining — finding  pat- 
terns in  reams  of  retail  transaction; 
But  rivals  have  been  raiding  Gis. 
Many  of  the  unit's  top  technical  ani 
marketing  perso: 
ha^'e  jumped  ship 
for  Oracle,  Unisys,! 
and  even  IBM.  Says] 
one  recently-dep; 
ed  NCR  executive: 
"The  top  talent's 
longer  there. 
They're  going  to 
have  to  rebuild 
that." 

Gis's  biggest  im 
mediate  problem  is 
in  PCS,  which  con- 
tributed heavily  to  j- 
surprising  $143  mi 
Uon  fii'st-quailer  Ic^ 
at  Gis.  Mai"gins  col 
lapsed  under  inten 
price  competition 
and  a  bimipy  tran; 
tion  to  new  models 
Analysts  say  at&t  f 
CEO  Robert  E.  Allt 
told  them  the  oper 
tion  had  a  limited  amount  of  time  ti 
get  competitive  or  it  would  be  shut 
down.  "'They  were  obviously  embar- 
rassed that  this  happened,"  says  Ai 
thony  FeiTugia,  an  analyst  at  A.  G. 
Edwards  &  Sons  Inc. 

A  spokesman  says  Gis  intends  tc 
remain  in  the  PC  business,  having 
streamlined  its  product  developmei 
process  and  reduced  the  number  oi 
models  it  builds.  And  to  help  push 
its  high-end  computers,  the  compai|u, 
added  400  people  to  its  consulting 
staff  last  year.  A  new  computer  lii^  i 
planned  for  this  fall  is  designed  to 
give  even  small  and  medium-sized 
retailers,  not  just  giants  such  as 
Wal-Mart,  the  ability  to  analyze 
masses  of  sales  transactions.  As 
AT&T  has  learned  in  its  multimedia 
forays,  the  road  to  an  all-digital 
world  where  computers  and  commi 
nications  (and  the  companies  that 
make  them)  blend  is  a  bumpy  one, 
indeed. 

By  John  W.  Verity  in  New  Ya, 
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CZECH  REPUBLIC  Tchek  ri'pabliki  •  Premier  Vaclav  Klaus; 
ition  of  10,5  million;  stable  government;  parliamentary  democracy; 
ed  budget;  GDP  2,5%;  stable  exchange  rate  1  USD  =  27,8  CZK;  low 
Dn  10%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
,4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 
CZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
,'  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
ation  of  profits;  tax  treaties;  U.SA,  Netherlands,  Cyprus  and  others 
iry:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  1 0th 
7  establishment  of  the  Czech  state,  1355  Charles  IV,  Roman 
or  and  King  of  Bohemia;  1348  Charles  University  of  Prague  founded; 
iroclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 

of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
ing  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
itive  Republic;  1990  establishment  of  HC&C,  The  Bill  of  Rights; 
'irst  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
itablishment  of  the  independent  Czech  Republic;  1994  signature 
tnership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 
f  second  wave  of  privatization;  municipal  elections  confirmed 

citizens  strong  support  for  market  economy  in  November  1994. 


HARVARD  FUNDS  |ha:ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic,  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Hai^vard  Funds,  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  assets 
under  management;  23  investment  funds;  largest  funds:  Harvard  Dividend 
Investment  P'und  and  Harvard  (irowth  Investment  Fund;  listings:  Prague 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker,  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  Stock 
Exchanges;  largest  holdings:  utilities  25%.  financial  institutions  22%, 
telecommunications  18%i,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%i;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.850% 
(from  May  1,  1992  to  December  16,  1994:  1.035  CZK,  i.e.  the  price  of 
a  voucher  book),  average  annual  return  three  hundred  and  fifty  percent, 
350%;  discount  to  Net  Asset  Value  62%  as  of  16  December,  1994  on  PSE  (last 
trading  day  for  the  year:  December  16,  19941;  dividend  per  share  132  CZK. 


Harvard  Funds 

'F  fi  e      C  z  e  c  h      It  e  p  n  b  i  i  c 


ig:  Advertisement  appears  for  information  only.  It  does  not  constitute  an  offer  to  buy  or  sell  securities.  None  of  these  securities  have  been  approved  for  purchase 
by  any  authority  outside  the  Czech  Republic.  Contact  address  and  phone:  Nam.  Hrdinu  4B,  140  UU  Praha  4  •  phone  00-42-2-61UB  11  21,  fax  00-42-2-6100  44  44. 
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ONLINE  SERVICES 


EVERYONE'S 
RUSHING  THE  NET 

Snaring  subscribers  with  Internet  access  is  now  the  big  play 


If  you're  like  most  people  who  en- 
joy surfing  the  Internet  and  its 
World  Wide  Web,  you're  paying  $15, 
$20,  maybe  even  $50  per  month  to  con- 
nect your  personal  computer  to  the 
Net  over  a  phone  line.  By  yearend, 
that  may  turn  out  to  be  $15,  $20,  or 
$50  too  much.  Executives  who  are 
privy  to  discussions  at  certain  telecom- 
munications carriers  say  that  basic 
Internet  service  may,  in  the  next  few 
months,  become  gratis — a  giveaway, 
perhaps  only  temporary,  bundled  with 
long-distance  service. 

Even  if  ft'ee  Internet  service  doesn't 
materialize  that  quickly,  the  fact 
that  it's  even  being  considered 
shows  how  badly  companies 
want  to  grab  some  of  the  Inter- 
net action.  With  dizzying  im- 
provements to  the  multimedia 
experience  that  it's  able  to  deliv- 
er, the  Net  is  now  the  undisput- 
ed center  of  the  online  services 
universe.  And  companies  rang- 
ing from  AT&T  down  to  mom-and-pop 
operations  are  jockeying  to  win  their 
fair  share  of  the  millions  of  American 
households — and  thousands  of  business- 
es— that  aren't  plugged  in.  Between 
the  two,  "there  are  160,000  new  Inter- 
net users  evei-y  month,"  reckons  Scott 
B.  Ross,  president  of  MCi  Business 
Markets,  the  long-distance  company's 
business-services  division. 
MURDOCH'S  GATEWAY.  Indeed,  the  Inter- 
net access  market  will  gi-ow  from  $123 
million  this  year  to  more  than  $4  billion 
in  2000,  according  to  Fon'ester  Reseai'ch 
Inc.,  a  market  I'esearcher  in  Cambridge, 
Mass.  Maloff  Co.,  another  researcher, 
based  in  Dexter,  Mich.,  estimates  that 
the  number  of  so-called  slip  connec- 
tions, a  paiticulai'ly  po])ular  way  of  plug- 
ging PCS  into  the  Net,  is  gTowing  by 
38%  eyeiy  month.  Prices  have  slipped 
from  around  $50  for  unlimited  usage 
each  month  back  in  1993  to  as  little  as 
$20  today,  depending  on  location  and 
other  service  factors. 

Not  since  the  cellular-telephone  boom 
of  the  late  1980s  has  there  been  such  a 
mad  scramble  to  win  subscribers  to  a 
new  communications  service.  Local  and 


long-distance  phone  companies  as  well 
as  cable-TV  operators  are  all  looking 
to  gi'ab  a  portion  of  this  market.  Com- 
mercial online  services  such  as  Ameri- 
ca Online,  CompuServe,  GEnie,  and 
Prodigy  Services  are  increasingly  em- 
phasizing their  improved  Internet  con- 
nections— usually  a  freebie  with  the 
monthly  subscription — as  a  way  of 
keeping  their  5  million-plus  subscrib- 
ers in  the  fold. 

More  competition  is  coming.  Micro- 
soft CoqD.  plans  to  make  Internet  access 
a  major  component  of  its  forthcoming 


vice.  MCI  also  runs  an  electronicTr 
on  the  Internet. 

Until  lately,  the  Internet-access  ni 
ket  has  been  wide-open  to  just  ao 
anyone  setting  up  shop.  All  you  M 
do  was  get  an  Internet  node — a  s 
engineering  workstation  and  a  fe\ ; 
dems  would  do — and  arrange  to  li  . 
with  a  regional  or  national  segTOe 
the  Net,  and  you  were  in  busines, 
day,  hundreds  of  companies  buy  Ini 
capacity  in  bulk  and  resell  in  si 
chunks — much  as  so-called  aggrei' 
do  in  the  long-distance  phone  mar 
TOO  MANY  TITANS.  Not  all  Intern, 
cess  companies  are  of  the  mom-cUi 
variety,  netcom  On-Line  Comnn 
tion  Services  Inc.  and  PSI,  for  exa 
are  hot  startups  that  have  raistM 
million  and  $42  million,  respeetivt 
public  offerings.  They're  profferim 
sumer-ft-iendly  software  at  the  i  i 
and  maintaining  directories  of  iln- 
scattered  resoui'ces  that  make  it  all 
er  to  navigate.  With  its  mass  m 
NetCiniser  software,  mnning  nn  .\ 


networicMCI 


Who's  Who  on  Internet  Acce 


TELECOMMUNICATIONS 
CARRIERS 

•MCI 

•  Pacific  Bell 

•  Sprint 

•  AT&T  * 

•  Ameritech 

INTERNET  ACCESS 
PROVIDERS 

•  UUnet 

•  NETCOM 

•  PSI 

•  BBN  Planet 


network  service,  and  at&t,  the  long-dis- 
tance colossus,  is  getting  ready  to  jump 
in.  Rupert  Murdoch's  News  Coip.,  wliich 
just  got  a  $2  billion  cash  infusion  from 
MCI,  is  thoroughly  remaking  its  Delphi 
as  a  mass-audience  gateway  to  the 
Internet.  Already,  MCi  has  made  Inter- 
net access  part  of  its  networkMCi  Busi- 
ness service,  which  bundles  E-mail,  fax, 
and  teleconferencing  into  a  single  ser- 


ONLINE  SERVICES 

•  CompuServe 

•  America 
Online/ANS 

•  Microsoft  * 

•  Delphi 

•  Prodigy 

COMPUTER  COMPANIES 
•IBM 


CABLE-TV 
OPERATORS 

•  Tele-Communi- 
cations 

LOCAL  RESELLERS  A 
BULLETIN  BOARDS 

•  Hundreds  acrosi  |q 
the  country 

•  Expected  to  enter  in  1995 


OFFICE  CRUISING: 

The  neiworkMCI 
Business  service  ii 
the  carrier's  entry 
into  the  Internet 
business  derby, 
where  it  faces  IBM 
BBN  Planet,  and 
some  Baby  Bells 


soft  Windows-based  PCs,  netcom 
from  72,400  to  115,000  subscribe 
the  fii-st  quarter  of  1995.  With  at&' 
Microsoft  looming,  however,  the  wi 
of  opportimity  may  be  shutting  for  , 
ups.  Says  Stephen  C.  Franco,  data 
munications  analyst  at  Yankee  Gro 
reseai'ch  firm:  "There  ai-e  too  many  |n  It 
players  around." 

Many  companies — large  and  sn 
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if  ore  you  can  succeed,  you  need  to  learn  what  direction  to  take. 

Today,  sharing  a  common  direction  and  vision 
1  company's  future  is  critical.  It's  a  key  principle 
I  in  "organizational  learning" — one  that  can 
?ase  employee  commitment,  energy  and  perfor- 
ice.  By  applying  these  revolutionary  principles, 
panies  can  learn  and  profit  from  change. 
The  journey  to  organizational  learning  can 
long  one.  However,  Arthur  Andersen  can  help 
panies  turn  lofty  principles  into  tangible, 
surable  performance  improvement. 
Using  the  proprietary  Global  Best  Practices-^' 
vledge  base,  Arthur  Andersen  professionals  will 
'  insights  into  how  the  world's  finest  companies 
'  managed  change.  They'll  work  with  you  to  help 
implement  what  you've  learned.  With  wisdom 
ed  from  thousands  of  engagements  in 


implementiiig  change,  and  the  experience  of 
applying  learning  principles  internally,  you  can 
trust  Arthur  Andersen. 

Fmd  out  how  you  can  develop  a  shared  vision. 
To  learn  how  Arthur  Andersen  can  help  you 
turn  learning  theory  iiito  successful 
reaUty,  call  1-800-257-2915. 


Global  Best  Practices  ^ 


Putting  insight 
into  practice^'' 

Arthur 
Andersen 


Arthur  Andersen,,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 


Arthur  Andersen  &  Cq  S  C 


Science  &  Technology 


are  eyeing  the  business  market,  which 
may  pi'ove  more  profitable  than  the  cut- 
throat consumer  market.  Among  oth- 
ers, IBM,  MCI,  a  number  of  Baby  Bells, 
BBN  Planet,  and  uunet,  which  is  10% 
owned  by  Microsoft,  are  promising  busi- 
nesses security  and  reliability  as  they 
move  toward  electronic  commerce  on 
the  Net.  The  total  market,  including 
consulting  services:  $415  million,  says 
Yankee  Group's  Franco. 

So  far,  one  company  has  been  con- 
spicuous by  its  absence — AT&T.  But 
that's  likely  to  change  by  yearend. 
Since  last  fall,  companies  in  the  Inter- 
net business  have  been  bracing  for  an 
AT&T  entry.  A  company  spokesman  de- 
clines to  comment,  except  to  say  that 
AT&T  is  indeed  developing  an  Internet 
strategy,  but  sources  close  to  the  long- 
distance giant  say  that  there  is  an  am- 
bitious plan,  known  by  the  unofficial 
name  of  AT&T  On-Line.  Customers  any- 
where in  the  country  will  have  local, 
dial-in  access  to  the  Internet  at  the 
relatively  high  speed  of  28,800  bits  per 
second,  at&t  is  also  likely  to  offer 
them  the  modems  for  that  speed  at 
prices  well  under  cuirent  retail.  What's 
more,  the  company  has  turned  the  fo- 
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cus  of  its  New  York-based  Downtown 
Digital  operation,  originally  set  up  to 
create  interactive-TV  services,  to  de- 
veloping spiffy  on-ramps  to  the  Inter- 
net that  even  the  nontechnical  crowd 
can  use. 

AT&T  is  also  working  on  Internet  ser- 
vices for  business  customers.  The  na- 
tionwide sei-vice  that  it  is  developing  to 
connect  office  networks  using  Novell 
Inc.'s  NetWare,  will  be  based  on  the 
TCP/IP  protocols  of  the  Internet.  So  it 
may  be  possible  for  at&t  to  create,  in 
effect,  a  sort  of  private  Internet  that 
would  help  businesses  communicate  se- 
curely but  also  offer  access  to  the  Net's 
other  resources,  such  as  the  World 
Wide  Web. 

With  -or  without  AT&T,  Internet  ac- 
cess has  turned  into  one  of  the  hottest 
markets  around.  So  if  you're  shopping 
for  a  connection,  you  would  do  well  to 
avoid  signing  any  long-temi  contracts. 
The  competition  is  sure  to  bring  new 
services  and  better  prices  for  months,  if 
not  years,  to  come. 

By  John  W.  Verity  in  New  York 


MEDICINE 


ARTIFICIAL  BLOOD 
MAY  BE  A  HEARTBEAT  AWAY 

Northfield  Labs  is  close  to  perfecting  recycled  hemoglobin 


Richard  DeWoskin's  quest  began  in 
1970,  as  critically  wounded  Ameri- 
can soldiers  were  bleeding  on  the 
battlefields  of  Vietnam.  A  young  biology 
student  at  the  time,  DeWoskin  was  re- 
cinited  by  prominent  Navy  surgeon  Dr. 
Gerald  S.  Moss  to  help  develop  artificial 
blood  for  the  U.  S.  military. 

It  was  the  start  of  a 
roller-coaster  ride  from    GOULD  AND  DEWOSKIN: 
discovery    and     break-    Their  mixture  still 
through  to  the  brink  of  de-    must  endure  more  tests 


spair.  Now  the  company  they  stai 
Northfield  Laboratories  Inc.,  may  f 
ly  be  nearing  its  goal:  to  create  an  il 
pensive,  abundant,  and  safe  r'eplacen 
for  hemoglobin — the  o.xygen-carr; 
component  in  red  blood  cells.  "Our  v 
is  finally  paying  off,"  says  DeWos 
now  chairman  and  ceo.  "We're  not 
far  away." 

A  half-dozen  other 
tech  and  medical  eq 
ment  companies — inclui 
giants  Baxter  Internal 
al,  Upjohn,  and  EH  Li 
have  targeted  sin: 
types  of  products.  Bui 
cently,  the  Evanston 
startup  has  pulled  al 
in  all-important  "Phase 
trials  to  establish  effi( 
and  safety.  If  it  can  pa 
final  cluster  of  tt 
Nortlifield's  product,  a 
PolyHeme,  could  be  on 
shelves  in  1997. 
HYPOGLOBIN.  A  doS( 
skepticism  couldn't  h 
however.  Over  the  ] 
decade,  more  hype  t 
hemoglobin  has  iss 
fi-om  science  labs  in  Ar 
ica,  Europe,  and  Japj 
and  Northfield  has  t 
no  exception.  The  fac 
human  blood  is  fiendi; 
difficult  to  duplicate.  . 
hemoglobin  is  the  bigj 
challenge  of  all.  This  i 
bearing  protein,  wl 
makes  blood  red,  bi 
oxygen  and  ferries  v 
tissues  throughout 
body.  Massive  blood 


URGENCY: 


The  need  to  develop  replacement  p 
hemoglobin  is  greater  than  ever:  Many  blood 
donors  have  been  scared  off  by  the  AIDS 
epidemic,  and  blood  is  already  in  short  supply 
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ckly  leads  to  oxygen  deprivation, 
owed  by  shock  and  failure  of  vital 
ans. 

'hysicians  can  bolster  a  patient's 
od  levels  temporarily  with  salt  or 
tein  solutions  that  keep  the  heart 
nping.  But  these  can't  deliver  critical 
'gen.  Ti-ansfusing  donated  blood 
/es  the  problem  but  has  clear  disad- 
itages.  It  must  be  matched  to  the 
ient's  blood  type,  which  wastes  pre- 
is  time.  It  is  prone  to  viral  contami- 
ion,  as  the  aids  epidemic  has  demon- 
ited.  And  it  has  a  short  shelf  life 
ust  28-42  days. 

consequently,  blood  is  almost  always 
short  supply.  More  than  4  million 
lericans  receive  upwards  of  12  million 
ts  of  it  each  year.  But  recently,  sup- 
plies have  dwindled  because  the 
I  AIDS  menace,  illogically,  has  scared 
away  many  potential  donors.  So- 
called  blood  substitutes,  on  the  oth- 
er  hand,  won't  cany  diseases 
or  need  to  be  cross-matched. 
And  in  theory,  they 
^         can    be  stored 


Colo.,  working  with  giant  Eli  Lilly  & 
Co.,  is  producing  hemoglobin  from  ge- 
netically altered  bacteria.  Others  hope 
to  bypass  nature's  own  mechanism  en- 
tirely. San  Diego-based  Alliance,  backed 
by  Johnson  &  Johnson,  is  developing  a 
substance  based  on  nontoxic,  oxygen-car- 
rying chemicals  called  peifluorocarbons. 
Such  substances  have  produced  side  ef- 
fects, but  Alliance  has  refonnulated  them 
to  smooth  the  body's  acceptance. 

Northfield's  approach  is  less  techno- 
logically ambitious  and  may,  therefore, 
be  easier  to  perfect.  Scientists  begin  by 
removing  red  blood  cells  from  donated 
blood  that  has  sat  on  a  shelf  longer  than 
the  time  peiTnitted  by  the  Food  &  Dmg 
Administration.  Since  expu'ed  blood  has 
no  other  medical  uses,  Northfield  can 
obtain  it  cheaply.  Next,  they  extract  he- 
moglobin molecules  and  link  them  to- 
gether in  long  chains,  called  polymers. 
Their  larger  size  prevents  them  from 
leaking  from  the  blood  vessels.  The  re- 
sulting solution  is  puiified  and  bottled, 
giving  it  a  long  shelf-life. 

This  approach  isn't  entirely  new. 


Tang,  a  biotechnology  analyst  with  Alex. 
Brown  &  Sons  Inc.  Investors  are  also 
pleased.  The  stock  is  trading  at  13,  dou- 
ble the  price  it  listed  at  a  year  ago. 

That  doesn't  mean  the  battle  is  over. 
"There  are  still  a  lot  of  fundamental 
questions  that  need  to  be  answered," 
says  Dr.  Joseph  C.  Fratantoni,  the  fda's 
chief  medical  reviewer  for  blood  substi- 
tutes. Because  of  earlier  safety  prob- 
lems— Northfield's  and  others' — the  fda 
remains  wary  of  blood  substitutes  in 
general,  and  has  yet  to  lay  out  specific 
endpoints  for  Phase  III  trials  that  estab- 
hsh  efficacy  and  dosage.  Says  Fratanto- 
ni: "We've  ah'eady  got  a  product  that's 
satisfactory  in  both  safety  and  effica- 
cy"— donated  blood. 
TRIAL  TRIALS.  Northfield's  biggest  prob- 
lem is  time.  Even  analysts  who  admire 
its  prototype  admit  that  Northfield  may 
not  have  deep  enough  pockets  for  a  pro- 
longed Phase  III  trial.  Unlike  its  larger 
and  more  diversified  competitors,  the 
company  has  no  other  products  on  the 
market  or  even  in  the  pipeline.  De- 
Woskin  maintains  that  the  need  for  a 
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The  Race  to  Develop  Blood  Substitutes 


HOW  PRODUCT  WORKS 


CLINICAL  TEST  STATUS 


(field  Laboratories 

Heme) 


a 


r  international 

spirin) 

I  ''{atogen  and  Eli  Lilly 

b 

ipce  Pharmaceuticals  and 

^'  c  \'  &  Johnson 
Mnson 

ygent)' 

one  year  As  a  result, 
T  tor  up  tc  stitutes  could  run  as 
market  for  sub.  according  to 

as$2  5  bilhonai^,^;         &  Co. 
sts  at  Robertson  >.  ^ 
n  Francisco.       ^ , 
1ST  TYPE.  The  stumb..  « 
ists  has  been  retnevmg  a.^  isom 
he  280  miUion  hemoglobm  '.'y'*^" 
contained  in  each  red  blood  cei^so 
they  can  be  transfused  no  mat^i 
a  person's  blood  type  is.  Remov^^^ 
a  protective  cell  casing,  howevei 
lolecules  tend  to  leak  thi'ough  the 
vessel  wall  into  suiTounding  tis- 
Unless  they  are  genetically  or 
ically  altered,  the  molecules  can  be 
to  nearly  every  organ  in  the  body, 
get  around  that,  companies  have 
,ed   several   exotic  approaches 
:).  Upjohn,  in  a  partnership  with 
:  ,n-based  Biopui-e,  is  testing  hemo- 
1  from  cow's  blood  that  is  rejig- 
to  avoid  attack  by  the  body's  im- 
system.  Somatogen  Inc.  in  Boulder, 


Isolates  and  purifies  hemoglobin  from  donated 
human  blood  and  links  the  molecules  into  long 
chains  called  polymers 

Isolates  and  purifies  hemoglobin  in  method  similar 
to  Northfield's  but  doesn't  "polymerize"  it 

Uses  recombinant  hemoglobin  that's  genetically 
engineered  to  mimic  natural  hemoglobin 

Uses  oxygen-carrying  chemicals  called 
perfluorocarbons  (PFC) 


DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 

Northfield  used  similar  techniques  in 
the  mid-1980s  to  produce  its  fh-st  ex- 
perimental substitutes.  Unfortunately, 
these  caused  breathing  difficulties  and 
muscular  pains  in  some  test  patients 
and  had  to  be  withdrawTi  from  fda  tri- 
als in  1990. 

Northfield  says  the  problem  was 
caused  by  naturally  occun'ing  contami- 
nants the  company  had  overlooked.  With 
stepped-up  purification,  the  symptoms 
disappeared.  In  March,  Northfield  re- 
ceived fda  approval  to  double  its  dosage 
of  PolyHeme  in  ongoing  human  safety 
trials  to  300  gi'ams  or  six  units — about 
hree-fifths  of  the  total  blood  in  the  hu- 
iin  body — an  unprecedented  liigh  level 
ir.the  field  of  blood  substitutes  and 
abtt  what  might  be  required  in  a  se- 
verflccident.  Northfield's  closest  com- 
petifs,  Baxter  and  Somatogen,  have 
had  tficulty  moving  beyond  30  gi-ams 
in  simr  phase  II  trials.  "Northfield 
has  juied  way  ahead,"  says  Kevin  C. 


In  high-dose,  Phase  II* 
trials  (up  to  300  grams) 

In  low-dose  Phase  II 
trials 

Phase  II  trials — having 
trouble  raising  dose 

Phase  II  trials — having 
trouble  raising  dose 

•EARLY  CLINICAL  TESTS  FOR  SAFETY  AND  EFFICACY 

cash  infusion  is  not  immediate.  The  com- 
pany has  $12.5  million  in  the  bank — 
sufficient  to  cover  the  next  20  months  of 
expenses.  "We're  not  strapped  fi-om  an 
operating  standpoint,"  he  insists. 

Expanded  clinical  trials  and  increased 
manufacturing  will  cost  Northfield  $25- 
$30  million,  but  DeWoskin  and  Presi- 
dent Steven  A.  Gould  believe  they  can 
sign  up  a  partner — preferably  a  large 
phaiTnaceutical  company  that  will  trade 
cash  and  production  capacity  for  Poly- 
Heme marketing  or  distribution  rights. 

For  DeWoskin,  hashing  out  such  deals 
is  a  minor  detail  compared  with  the 
enoiTnity  of  proving  the  science — and 
helping  patients.  Since  the  17th  century, 
he  notes,  reseaixhers  seeking  blood  sub- 
stitutes have  tested  everything  from 
milk  and  vegetable  oil  to  beer.  If  he 
can  keep  Northfield  on  track,  they  may 
be  breaking  out  the  champagne. 

By  Ron  Stodghill  II, 
in  Evanston,  III. 


Developments  to  Watch 


j 
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DNA  TESTING: 
BEYOND  THE  0  J. 
TRIAL  

MILLIONS   OF  AMERICANS 

watching  the  O.J.  Simpson 
trial  have  heard  of  the  dna 
test  called  pgr,  for  polymer- 
ase chain  reaction.  It's  an  in- 
genious biochemical  technique 
for  duplicating  infinitesimal 
strands  of  genetic  material 
millions  of  times,  thus  creat- 
ing samples  large  enough  to 
match  against  the  dna  of  a 
crime  victim  oi'  perpetrator. 
Demand  for  pgr  chemicals 
and  equipment  is  now  soar- 
ing. Hoffmann-La  Roche  Inc. 
and  Perkin-Elmer  Corp.  sold 
hundreds  of  millions  of  dol- 
lars' worth  of  them  last  year. 

The  forensics  market,  how- 
ever, may  someday  pale  be- 
side uses  in  agiiculture  and 


animal  husbandry.  Since  last 
December,  Applied  Biosys- 
tems,  a  p-e  division  in  Foster 
City,  Calif.,  has  sold  100 
modified  pgr  kits  to  cattle- 
breeders,  who  use  them  to 
veiify  lineage  or  identify  de- 
sirable genetic  traits,  such 
as  marbling  of  the  meat.  In 
the  past,  such  traits  were 
compared  visually,  but  pgr 
gives  a  faster,  more  precise 
reading. 

Cattle  may  be  just  the  be- 
ginning. Collectors  of  rare 
birds  could  use  the  kits  to 
detemiine  sex,  which  is  diffi- 
cult at  an  early  age.  Kits 
could  also  come  in  handy  for 
environmental  sleuths  in  Asia 
and  South  America.  Instead 
of  policing  the  rain  forests 
for  illegal  lumbering,  agen- 
cies could  lun  tests  to  de- 
termine the  exact  origin  of 
a  two-by-four. 


MAKE  WAY  FOR  PUSTIC  OPTICAL  FIBER 

singe  plastic  was  invented  IN  THE  1850s,  IT  HAS 

transformed  industries  ft"om  textiles  to  transportation  to 
microelectronics.  High-speed  communications  is  one  of 
the  last  holdouts,  but  that  may  soon  change.  On  May  15, 

Boston  Optical  Fiber 
Inc.  in  Marlborough, 
Mass.,  became  the  first 
company  to  sell  plastic 
fiber  for  telecommu- 
nications. It 
promises  data 
transmission 
speeds  ap- 
proaching 
those  of  glass 
fiber  for  a 
fraction  of  the 
cost. 
The  material- 
called  gi'aded-index 
plastic  optical  fiber,  or 
GIPOF — is  more  flexible 
than  glass.  And  while  it  won't  take  over-  intercity  phone 
traffic,  where  peak  speeds  are  critical,  it  could  start  re- 
placing copper  wire  in  car  electrical  systems  and  in 
computer  local-area  networks  as  early  as  next  year. 
Boston  Optical  licensed  the  technology  from  a  Japanese 
inventor  and  enlisted  General  Motors,  Honeywell,  and 
Boeing  in  a  consortium  to  develop  gipof,  backed  by  $6 
million  in  Pentagon  funds.  In  Japan,  Sony,  NEC,  Toray, 
and  Toshiba  have  formed  a  similar  consortium. 


IT'S  FLEXIBLE:  FLastic  optical 
fiber  could  be  used  in  LANs 


MINI  LASERS 
WITH  MEGAPOWER 
TO  BURN  

DO  YOU  WANT  TO  GET  RID  OF 

freckles  or  clear  up  age  spots? 
No  problem — if  your  derma- 
tologist has  a  laser  the  size  of 
a  two-drawer  filing  cabinet. 
Now,  these  and  other  big 
medical  and  industrial  lasers 
can  be  ci'ammed  into  much 
smaller  boxes,  thanks  to  Par- 
adigin  Laser  Inc.,  a  startup  in 
East  Rochester,  N.Y.  Using 
its  lasers,  Lihtan  Technolo- 
gies Inc.  in  San  Anselmo,^ 
Calif.,  has  already  unveiled  - 
microwave-oven-size  sysj 

Paradigm's  trick?  Nerf  klac- 
es  of  pinhead-size  laser  #liodes 
around  the  main  lasei#>  ^  I'od 
made  of  garnet  ciystJ^l-  Nor- 
mally, light  ft-om  dioc  'es  is  too 
weak  to  activate  la  -ser  rods. 
That  limits  "diode* -pumped" 
lasers  to  a  few  wr  -'tts  of  pow- 
er. But  ParadigT.^^  rings  each 
half-inch  of  the  -  I'od  with  a 
70-diode  an-ay  j  The  result:  An 
inch-long  lasher  emits  100 
watts,  enougl-  '  ^r  surgery.  A 
3-inch,  2,000- 'watt  laser  easily 
cuts  steel. 


ZEBRA  MUSSELS:  Death.^ 
by  air-bubble  removal  f 


INNOVATIONS 

ZEBRA  MUSSELS  CLOG 

water-intake  pipes  in  t 
Great  Lakes  and  else- 
where. Poison  and  sera 
ing  don't  keep  them 
away.  So  Tiao  Chang,  ai 
associate  professor  of  ^ 
gineering  at  Ohio  Un  i 
versify  in  Athens,  OBu 
has  patented  a  vacuu  « 
that  sucks  bubbles  oi  a 
the  water  so  the  mus  as 
can't  breathe.  sffi 

■  A  Duke  Universitji  p 
study  has  found  thatj 
farm  odors  affect  thet, 
brain's  limbic  system)  ( 
making  people  depr<  ass 
tense,  angiy,  fatiguedd 
and  confused.  The  N'to 
Carolina  Pork  Pn'  oduce 
Assn.  is  fundinvg  rese 
on  solutions,  a  ^uch  as 
ting  additivjr-es  in  hog 

■  A  DutviH-'h  team  uses 
sound  •  I'W-aves  to  bi'eak 
oil  f)'--i'opIets  in  soil  so  th 
oil  II  can  be  pumped  out 
V  vith  gi-oundwater.  In 

•■'  by  De  Ruitei-  Milieutecl 
nologie  of  Halfweg  and 
Technical  University  of 
Delft,  71%  of  diesel  fiiel 
was  removed  li'om  soil 
just  five  days,  vs.  40% 
11  days  without  the  use 
sound  waves. 
■  Enviro-Gen,  a  batten 
from  EnviroLite  Produ< 
Ltd.  in  Vancouver,  B.  C. 
produces  up  to  12  volts 
electricity  when  you  adi 
salt  watei'.  Its  magne- 
sium-alloy anode  has  to 
be  replaced  after  40  hoi 
of  use  at  one  ampere. 
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Recendy, 
Business  Week 
Made  100  SmaU 
Investments. 

The  Forecast? 

ncredible  Returns. 


faring  for  children  makes  good  business  sense  to  Business  Week.  Its  a 
modest  investment  —  one  that  amounts  to  pennies  a  day  —  m  the 
I  of  desperately  needy  girls  and  boys.  An  investment  that  will  yield,  in 
j  i  few  years,  communities  of  productive  men  and  women. 

bu  just  don't  turn  your  back  on  that  kind  of  return.  Thats  why 
less  Week  recently  joined  the  growing  family  of  Save  the  Children 
orate  sponsors,  singlehandedly  committing  to  help  100  girls  and  boys 
uggling  communities  all  around  the  world. 

j  "hrough  these  sponsorships,  Business  Week  is  staking  a  claim  on  the 
■es  of  bright,  determined,  eager  children.  Giving  girls  and  boys  the 
ce  they  need  —  and  deserve  —  to  grow  up  with  better  health  and 
er  opportunities.  And  giving  children  a  chance  to  change  their  own 
for  the  better.  We  welcome  Business  Week  to  our  family  of  corporate 
sors.  We  invite  you  to  join  us  as  well.  The  smiles  on  the  childrens 
alone  are  worth  a  million. 


To  join  our  family  of 
corporate  sponsors,  call 

1-800-243-5075 

Save  the  Children. 


machine 


your 


An  idea 

is  followed  by  an  impulse 

that  shoots  down 

your  arm. 

Your  fingers  move 

across  a  keyboard. 

Words  appear 

upon  a  screen. 

This  is  how  we  work, 

how  we  think, 

how  we  are. 


MIND 


to 


Together  with  a  Microsoft  Mouse 
that  jumps  to 
highlighted  buttons 
and  returns 

to  its  original  position, 
you  are  connected,  fitted, 
ergonomically  and 
intuitively 
one 

with  the  machine. 


To  think  faster  and  work  faster 
the  physical  link  between  you 
and  the  machine  must  be  seamless. 
The  Microsoft"  Natural  Keyboard™ 
is  that  link. 

Shortcuts  based  on  single  keystrokes 

make  it  possible. 

Shortcuts  made  possible  because 

the  Microsoft  Natural  Keyboard 

is  an  extension  of  Microsoft  Windows,' 

the  software  that  makes  your  machine  tick. 

Launch  applications, 

find  misplaced  files, 

connect  to  network  servers, 

move  the  cursor  automatically  to  a  specific  word, 

to  a  menu  bar, 

with  special  keys, 

with  simple  keystrokes. 


Microsoft 


WHERE    [ )  U   \UU    WANT   T  U   GO    I  O  L) 


t  Corporation,  All  rights  reserved.  Microsoft  is  a  registered  trademark,  and  Natural  Keyboard  and  Where  do  you  want  to  go  toda/.''are  trademarks  of  Microsoft  Corporation,  Windows  is  a  registered  trademark  of  Microsoft 
Is  Windows  operating  system  products, 


The  World  Only  Remembers 
The    One    Who    Did    It  First. 


/'     Twelve  men  walked  on  the  moon. 

Whieh  one  do  yoii  renKMiiber? 

^'     Neil  Armstrong, 

"le  one  who  did  it  FIRST. 


Someday,  another  automotive  system  might  let  you  drive  up  to  50  miles  without  eoolant. 

Generate  300  horsepower.  ,,,,,,     ,     ,  i    i  i  i 

(jO  100,000  miles  between  scheduled  tune-ups. 

Have  the  control  oi  a  Road-Sensing  Suspension.  And  give  you  full-range  Traction  Control  stanc 
But  which  one  will  you  remember? 

The    Nortimtar  System 

by  Cadillac. 

The  one  that  did  it  FIRS  T 

The  only  one  that  does  it  tod. 


ease  cai 
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Alw.iys  wi',11  safety  belts,  t-vi-n  willi  .iir  kiqs. 

"  l'l')s  1".M  tin-|i  All  nijlils  i.  M  TO-.j 
lAHILWC,,  N0RrHS1"AI<», 


Cadillac 

Creating  A  Higher  Staindari 


)vernment 


RANGE 


OWITZER 
N  THE  HILL 

lyone  can  keep  banks  at  bay,  it's  lobbyist  Paul  Equale 


acing  last  month  through  the 
undergi'ound  passages  that  con- 
nect the  Capitol  to  its  neighboiing 
office  buildings,  stopping  occasion- 
>  slap  a  representative's  back  or 
trategy,  Paul  A.  Equale  was  in 
se.  The  chief  lobbyist  for  the  In- 
lent  Insurance  Agents  of  America 
terming  Capitol  Hill,  leading  an 
of  IIAA  troops  during  the  gi'oup's 
lefrislative  conference.  "I  like  lob- 


Club  on  Capitol  Hill,  the  better  to  be 
closer  to  legislative  aides.  He  even  held 
the  reception  for  his  second  marriage 
at  the  Raybui'n  House  Office  Building. 

But  the  iiaa's  clout  and  Equale's  po- 
litical connections  face  a  huge  test.  The 
issue:  the  long  nmning  battle  by  inde- 
pendent agents  to  halt  the  advance  of 
bankers  into  insurance  sales.  On  May 
10,  the  House  Banking  Committee  ap- 
]3roved  an  overhaul  of  the  Depression- 


foiTn  won't  be  enough.  In  Januaiy,  na- 
tional banks'  ability  to  sell  annuities 
was  upheld  by  the  Supreme  Couil — a 
battlefield  where  the  agents'  political 
clout  is  worth  little.  And  under  a  loop- 
hole, the  Office  of  the  Comptroller  of 
the  Cun-ency  has  allowed  banks  since 
1984  to  sell  insurance  from  towns  with 
fewer  than  5,000  people — encouraging 
giant  banks  to  set  up  shop  in  those  tiny 
burgs  from  which  they  sell  insurance. 

This  new  world  order  has  handed  the 
usually  uncompromising  Equale,  an  out- 
spoken Democrat,  the  unfamiliar  task 
of  trying  to  strike  a  deal  in  a  GOP-led 
Congress  before  his  agents  lose  any 
more  bargaining  power.  "It's  becoming 
tougher  for  agents  to  point  to  clear  lines 
of  demarcation  [between]  banking  and 
sales  of  insurance,"  says  Roger  N.  Levy, 
chief  lobbyist  for  the  Travelers  Group. 
So  restricting  bank  sales  of  insm-ance  is 
"a  tougher  sell  politically,"  Levy  adds. 

The  IIAA  has  certainly  been  stung  by 
bank  competitors.  In  the  mid-1980s  the 


Equale's  Agenda 

The  Independent  Insurance  Agents  of  Amer- 
ica (IIAA)  wants  bank  reform  to  include: 

STATE  REGULATION  Agents  say  putting 
states  in  charge  of  bank  insurance  activities 
would  create  a  level  playing  field.  But  it 
also  would  keep  banks  out  of  the  insurance 
business  in  at  least  12  states. 

SALES  RESTRICTIONS  Agents  cite  the 
need  to  protect  consumers  from  possible 
abuses  by  banks,  such  as  tying  loan 
approval  to  the  sale  of  insurance  products. 

COMPTROLLER  CURBS  Agents  argue  that 
big  banks  are  exploiting  a  legal  loophole 
allowing  them  to  sell  insurance  nationally 
from  small-town  branches.  They  want  Con- 
gress to  curb  further  expansion  of  bank 
powers  by  the  Comptroller  of  the  Currency. 


ICK:  Equale  is  an  expert  at  "carpet  bombing"  Congress 


with  700  of  my  members  in 
Equale  said  between  pep  talks  to 
3ps.  "It's  like  walking  down  the 
vith  a  howitzer." 
1  bravado  is  vintage  Equale. 
g  one  of  the  most  influential 
oots  lobbying  machines  in  Wash- 
the  44-year-old  lawyer  from 
,  N.Y.,  relishes  his  image  as  the 
isential    Beltway    insider.  A 
3zer  extraordinaire"  as  one  staff- 
ribes  him,  Equale  is  a  fixture  on 
,  spending  much  of  his  day  walk- 
j  halls,  buttonholing  members  to 
i|  igent-friendly  legislation.  He 
:]  out  at  the  Washington  Sports 


era  Glass-Steagall  Act,  which  separates 
banking  and  securities  activities.  While 
the  act  does  not  explicitly  adch-ess  insur- 
ance, the  IIAA  has  in  yeai's  past  tried  to 
attach  language  to  such  bills  to  restrict 
bank  insurance  sales.  Rallying  its 
300,000  members  behind  such  a  move, 
Equale's  gi'oup  has  usually  smothered 
banking  legislation  before  it  emerged 
from  the  panoply  of  congi-essional  panels 
that  must  approve  changes  in  banking- 
laws.  But  1995  could  be  different. 

Because  bankers  continue  to  make 
im-oads  into  insm-ance  tlu-ough  regulato- 
ry loopholes  and  court  victories,  this 
time  simply  killing  legislative  bank  re- 


DATA  IIAA 

occ  allowed  national  banks  to  sell  annu- 
ities. By  1993  banks  had  32%  of  that 
$42  bilhon  market,  according  to  Michael 
White  Associates,  a  consultancy  in  Rad- 
nor, Pa.  Meanwhile,  agents  are  also  be- 
ing squeezed  as  the  number  of  insui"ance 
policies  sold  by  mail  or  thi'ough  insiu-ers' 
own  sales  forces  swells.  The  result:  The 
nation's  40,000  independent  agencies 
have  seen  margins  decline  40%  in  five 
years,  to  about  15%. 

That  has  sparked  a  lobbying  fi:-enzy 
among  Equale's  members.  A  database  at 
the  IIAA  matches  every  member  of 
Congi'ess  with  agents  in  his  or  her  dis- 
trict who  can  be  called  upon  to  sway 
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Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

.  Programmed  to 

Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212BoylslonSl.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Recognize  this  problem? 
TeleAdapt  pr  ovide^ 

solutions  which  enable  you 
to  connect  &  communicate 
ffom  anywhere  m  the 

wC)Hd 

Contact  us  now  for  more 
information' 


Peabody  Here 
With  The 
Fax-On-Deman 
System  That 
Wont  Set  You 
"Way  Back" 


As  a  recognized  aulhontv  m  the  t^ds  of  fechnoiogv 
ond  hislofy,  it  is  no  surprise  trial  COPIA  rios  osVed  me 
to  sov  0  tew  words  about  trieit  FaxFocts  product 
After  all  we  are  bofti  best  of  breed 

■  Retrieve  inio  vio  fox/voice 

■  Expondable  lo  ireel  your  tieeds 

■  U.S.  Poleni  holder  tor  some 

coll  toi  delivery  PIAl. 

■  fox  Broodcosl/Fcx  Moilbox 

■  Fox  Irorr  ony  Windows  progtom 

■  IVR  provides  reoltime  queries 

■  Credit  Cord  chorge  pet  lax 

TRY  THIS  DEMO 

708/924-3030 

DOC  NO  889828 

Copki 
Intcrnotional  Ltd. 

Wheaton  Illinois  60187 
800/689-8898 


]  I 
3c- 


ucts 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWnter  Draft/Master 
Electroslalic  Plotters  DesignJet 
HP  9000  Worl<slations  and  Veclras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Bimiingtiam,  AL  35222 

Phono:  205/591-4747  Fax:  205/591-1108 
800/638-4833  •  E-mail  sales@dasher.com 


Corporate  Gifts 


JAS  LOW  AS' 
$1.11 


Imprinted 
Solar  Calculators 


r  ncrn  M:!  cf  pre  ""a^n^na  Monthly  Specials 

l^U^UlViahieri  Phone:  (209)951-5530 

A  Division  of  Valley  Advertising  Specialties,  inc.     FAX:  (209)  472-0451 


Office  Supplies/Equipment 


America's  Lowest  Priced  ^nWIJjSAU; 
Office  Supplies  Direct  to  You  '  Cm^W^ 

lou  Wert 
!     ~  Away" 
1  Telephone 
4--  B<X)k 
.2-|)arl 
|n    -       -400  set, 

1-  ■  S'JIO 
#4003  E\ 

Sharpie' \\ 
Permanent 
Marker  A 

•  Black  NM^ 

•  Sold  in  DZ  NSV, 

#30001  49C  KA 

NOnEBRBNi)" 
Binder  CUp 

tlBnEBflUMO'' 

11-pt     — — = 

Manila   |  , 
File 

Folders  | 

•in  cut  1 

#20  29C  DZ 

•  letter  size 

$'145 

#FL3  D  BX/lOO 

You  sminiy  wcin'l  find  lower  prices  on  brand  name  office  supplies  than  at 
VVIiolcsale  Supply  Company.  Over  9,700  different  items,  same-day  shipping,  and 
;ill  at  pnces  you  have  lo  see  to  believe.  We  guanmtee  it. ..or  5%  back  on  your  pur- 
chase! Call  for  details  and  your  free  catiiog 

1-800-962-9162  Adcodexms 

Education/instruction 


International  MBA 


Somerset  School  of  Management  provides 
the  focus  for  courses  leading  to  degrees 
awarded  from  Brussels.  Prosi>ectusj 

Somerset  ©nibergttp 

School  of  Management 
Ilminsier,  Somerset  TA 19  OYA,  England 
Tel:  +44 1460  77745  Fax:  +44 1460  77746 


INVEST  IN  YOU 


Your  VALUE  is  What  You  Know 
BS's  and  Masters  in 
Business  and  Engineering 
Through  Distance  Learning 
Call  Now  For  FREE  Tape 
1-800/782-2422 

cm 

cALIfOR.M\ NATIONAL  LMVERSm 

State  Approved 


Catalogs/IViarketing 


Get  Your  Products  &  Videos 
into  millions  of  mail 

ORDER  catalogs! 
We're  a  commissioned  manufacturer's 
rep  firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  to  Catalogs,  Inc. 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410 


Direct  IVIarlceting/Consulting 


TAKE  A  QUANTUM  LEAP 
INTO  database  MARKETING 

Do  you  sell  products  or  services 
to  businesses  &  institutions? 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax: 
INFORMATION  PLUS 

Ph:  716/852-2220  Fx:  716/842-6049 


Your  Competitors 
Do  Not  Want  You 
To  Read  This  Ad! 

Over  3800  Customers  in  100 
North  American  Cities  find  that 
our  combination  of  sales  leads 

and  marketing  consulting 
increases  their  sales  dollar  for 
dollar  more  than  any  other 
marketing  tool. 
The  Wendover  Corporation 

(610)  642-5751 
(25  free  leads  to  qualified  buyers) 


University  Dear 


Approved  SeH  Paced  Hom« 
Associate  Bachelors  Masters  j 

Business  Admin,  Public  Adming 
Care  Admin,  Human  Resources,  t 
nternational  Business.  Tech  Mgj,  li 
Paraleaal,  Psycliology,  Computeritai 
(800)477-2254  (24  hrs)  T  . 
Southorn  California  Unh/erly^ 
for  Professional  Studlet  : 
1840  E.  17  St-BW,  Santa  Ana.  CK. 


I 


EXTERNAL  DEGR 

BA/BS  MS/MBA  PhD/, 
I  Credit  for  worli  /life  exp  •  Ad: 
(800)  444-8569  (24  hr 

LaSalle  Univers 

I  Dept.  569  Mandeville.  LA  70414L 


MBA  BY  Distance  Lea^. 

Majcr  Britisfi  university  offers  ' 
Bachelor's  or  GMAT  nee6e6.  Ch. 
Intelligence  Unit  as  one  of  world's  be^i  lAf- 

HERIOT-WAH  UNIVERSITY  I  (800)  Mf" 
Nortti  American  Distributor  I  •  Ask  t 
6921  Stocl<ton  St,  Suite  2.  El  Cerrilo,  CA( 
For  iinniedlate  FaxBack  literature:  I 
fax  mactiine's  phone,  call  (510)  486^ 


EARN  YOUR -COLLEGE.  DEGREE  A 


•  B  S  &  M.B.A,  m  Business  PHArt 

•  B  S.  in  Environmental  Studies  Lllni'lii' 

•  M  S  in  Management/ 
Environmental  Studies 

•  Approved  for  tuition 
reimbursemeni  by  ma|or  companies. 

For  a  free  catalogue  call  1-800-76' 


ACCR£Dn 


fBACHELOR,  MASTER,  D0C1 

EARN  A  DEGREE  Use  your  past  expi 
I  credit  tovirard  your  degree  No  classes, 
I  or  on-campus  attendance  Studies  b 
your  experience  Self-paced  •  Sem 
For  No  Cost  I 
(800)  24 

6400  UplO* 


OUTSELL  YOUR  COMPETl 
DAZZLE  YOUR  AUDIE 


Astounding  Custom  Busini 
Presentations,  with  MultimedjR 
Selling,  Markeling  and  TraiiH. 

For  Design,  Production  &  Consultl(B 

800.546.96' 

MediQLinX  -  Corpoiote  NewMedio  Apc^ 
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Real  Estate 


Prestigious  Nine  Bar  Ranch  For  Sale 


Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
e  Houston.  Texas  •  Renowned  International  Reputation  •  Excellent 
ay  Frontage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
&  Amenities  •  Never  Before  on  Market  •  Brochure  Available  •  Contact 
er  L.H.  Myers  Tel:  713/840-8853  or  713/870-8488  Fax:  713/840-8854 

A.  L.  Salley  Realty 

Bpectaliiing  in  presltgious  (arm  X  ranch  pioperUes 


Books 


ve  $$  ✓  Slash  Taxes! 
'  Employee  Problems!"  I 
iprove  Productivity  \ 


,e  Employees  With 
ndent  Contractors! 


1-800-486-3033  | 


iisiness  Services 


}ERING  GOING  OFFSHORE? 

INFORMAlilON  on  Offshore  Asset 
n  Strategies,  Offshore  Trusts, 
onal  Business  Corporations, 
nal  Banking  and  Investing,  Dual 
lips  and  International  Venture 
Development,  Plus  Individual 
s  Opportunities  in  Offshore 
g,  Call  FFC,  Inc.,  1-800/633-2462. 
is  NOT  a  legai,  accounting  or  financial 
n,  and  does  not  give  this  type  of  advice 
:ensed  professional  ) 


EARCH  REPORTS 

academic  topics  available! 
2,00  for  the  290-page  catalog, 
i-writtenreportsalso  available. 
iSEARCH  ASSISTANCE 
i22  Idaho  Ave.,  #206BF, 
OS  Angeles,  CA  90025 
■ee  Hotline:  800-351-0222 
lifornia:  310-477-8226) 


Investment  Services 


EXPERT  CHARTING  SYSTEM 

Investment  Advisor  offers  exclusive 
proprietary  stock  monitoring  method  that 
has  made  milUons  for  clients  for  over  32 
years.  Long  or  short  side.  $299.  Includes 
all  paperwork  needed  for  easy  setup  and 
weekly  monitonng  Call  1.800.851.7354 
for  brochure,  or  write; 

The  Primary  Trend 
PO  Box  55 
No.  Granby,  CT  06060 


Art/Collectibles 


FREE 


GUIDE  TO  FINE  ART 
INVESTING  IN  THE  90'S 


All  you  need  to  know! 
From  buying  to  selling  and  building 
a  collection  for  capital  gain. 

Call:  1-800-REAL-ART 
1-800-732-5278 


Business  Opportunities 


INCORPORATE 


Tax-Free  Nevada  Corporations,  TBS  CORPORATE 
Wyoming  Corporations  S  I  SERVICE 

Limhed  Liability  Companies  ^KcENTER 

Tax  Savings  •  Privacy    1280  Tenninal  Way,i*3 

Asset  Protection  Reno.  NV  89502 

24hr  Rush  Service!    FAX  702-329-0852 

Free  Info  Packet  1-800-638-2320 
1-800-NEVADA-O  Ext.380 


NEVADA  •  WYOMING 


Golf  Products/Accessories 


i'ER'S  JOURNAL  from  GOLF  DIGEST 

■ach  round  shot-by-shot,  pinpoint  strengths 
aknesses.  Lower  your  score  with  tips  and  in- 
in  from  PGA  Pros:  Price,  Kite,  etc. .handicap 
and  more.  Great  to  plan  and  record  rounds 
raveling.  Quality  gift  for  business  clients/ 
.  Green  genuine  leather,  color  photos,  160 
)ages,  3-1/8"  x6",  $19.95  +  Shp.,  $3.95  (US) 

:an)       order  by  credit  card  1-800-862-0557 


Sports  Equipment 


Cheat 
At  Tennis 


Itenm.s  titokI  Your  Own 
Portable 
ip  Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Health/Fitness 


BREATHE  PURE  AIR 

Eliminate  indoor  air  pollution  in 
your  office  or  car.  Reduce  fatigue, 
headaches  and  allergies  for 
optimum  performance. 

UNIQUE  AIR  PURIFIER 
Free  Info 
Call  607/277-0901 


Business  Opportunities 


REPRESENTATIVES 

NEEDED. . . 

for  exciting  new,  environmentally 
safe  cleaning  system.  Featured  on 
the  Discovery  Channel.  Marketing 
program  offers  superior  earnings, 
great  opportunity! 

For  FREE  video  and  Information 
Contact  Lisa:  1-800/626-0885 
Robby  Vapor  Systems 


Insurance 


Sales  Promotion/Display  Products 


Literature  Displays 

BJPtO  LARGEST  SELECTION  , 
BimM  IN  THE  COUNTRY  ,i 


$1 ,000,000 

LIFE  INSURANCE 


1  Year 

10  Year 

15  Year 

Joint 

Sur- 

Age 

Increase 

Level 

Level 

Ave 

vivor- 

Term 

Term 

Term 

Age 

stiip 

35 

$550 

$730 

$840 

$3,431 

45 

$720" 

$1,490 

$1,790 

60 

$6,134 

55 

$1,640 

$3,390 

$4,365 

70  " 

$13,074 

65 

$4,730 

$9,275 

$11,690 

80- 

$50,040 

ANNUAL  PREMIUM 

Underwritten  by  major  life  insurance 
companies  given  highest  ratings  for 
financial  soundness  by  A.M.  Best, 
Standard  &  Poors  and  Moody's. 
Survivorstiip  and  otfier  plans 
available.  Call  for  a  quotation  on  any 
desired  amount  and  individual  plan. 
A  free  written  confirmation  will  be 
mailed  to  you. 

CALL: 

1-800-444-8715 

FINANCIAL  SERVICES  GROUP 

189  Reservoir  Street  •  Needham.  (VIA  02194 


Menswear/Fashion 


MEN*S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  and  quality 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Dept.  55  F  Hingham,  MA  02043 


Corporate  Gifts 


Build  Your  Image! 


And  build  your  business! 


1-800-792-2277 


Fax  510-786-1 111  Attn:  Mr.  Burton 

THE  CORPORATE  CHOICE 


A  Brilliant  Deduction 

Want  to  help  the  universe  of  nonprofit  agencies  while 
///        earning  heavenly  tax  deductions  of  up  to  twice  cost? 
/////  Discover  product  giving  through  Gifts  hi  Kind  America.' 

Our  free  service-customized  product  donation 
management-makes  it  easy  for  companies  to  donate 
computer  hardwai'e,  software,  and  office 
equipment. .  .items  that  can  astronomically 
improve  the  productivity  of  charities 
supporting  health  care,  housing,  training, 
emergency  relief,  and  more. 

Help  your  company  become  a  shining  star 
while  earning  valuable  tax  deductions. 


Product  giving-the  perfect  solution! 

For  more  iiifonnation  on  how  your  company 
can  get  involved,  contact: 

(MS  EN  KM) 


700  North  Fairfax  Street 
Suite  300 
Alexandria,  VA  22314 
703-836-2121 


©IWGilKlnKind  Anienco 


Gifts  In  Kind  America. .  .for  more  than  a  decade,  helping  hundreds  of  leading 
companies  contribute  half  a  billion  dollars  in  products  to  tens  of  thousands  of  charities. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 


Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


"I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.   Hoio'd  you  become  a  ii.p.  ?' 


"1  made  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  year. " 


Call  (708)  690-0010 


p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


Government 


II 


them.  Equale  also  enlists  a  handfi  oi 
well-connected  agents  for  a  more 
sonal  approach.  One  such  tactical  trip- 
er:  Lewis  Gray,  a  Mississippi  insur;  C' 
agent  and  foi-mer  Navy  flight  instn 
to  Senator  Tom  Harkin  (D-Iowa). 

For  more  critical  issues,  Equaleaui 
tap  the  entire  system  in  a  movf^' 
fondly  refers  to  as  "carpet  bombin: 
marshaling  every  agent,  through 
newsletter,  or  phone,  to  push  an  i 
with  congi-essional  members  from  t 
district.  Such  organization  makes 
IIAA  a  potent  force.  It  also  doesn't 
that  its  political  action  committee  d 
out  $1.1  million  in  campaign  conti 
tions  between  1991  and  1994. 

"They've  been  in  my  town  meet 
back  home,  in  my  offices  in  Washing 
and  in  Baton  Rouge,"  says  Represe 
five  Richard  H.  Baker  (R-La.)  of 
House  Banking  Committee.  "They 
one  of  the  better  organizations  in 
ting  their  voice  heard." 
PEERAGE  PRESSURE.  The  group'^ 
your-face  style  mimics  its  flambo.,; 
lobbyist.  No  Ivy  Leaguer — the  son  f  a 
liquor  store  owner,  Equale  eai 
undergraduate  and  law  degrees  1 
the  State  University  of  New  Yor 
Buffalo — he  still  mixes  easily  vdth 
Gucci  loafer  set  and  the  legislators 
lobby.  Just  look  at  Equale's  trov 
photos  showing  him  shoulder  to  sli 
der  with  assorted  pols.  "I'm  like  a  p 
Democrat  Equale  boasts  of  his  Hill 

But  peerage  may  not  coimt  wh 
new  bloodline  takes  the  throne.  T 
why  much  of  iiaa's  intelligence 
flows  thi'ough  Equale's  deputy.  Rep 
can  Robert  A.  RusbuJdt.  Rusbuldt  1 
his  boss's  flash  but  can  get  a  per^ 
meeting  with  House  Speaker  Nevil; 
gi-ich  (R-Ga.)  and  attends  Comm 
Committee  meetings  devoted  to  era 
a  deal  between  bank  and  insur: 
interests. 

Still,  IIAA  iToffles  feathers  when  it 
to.  In  May,  House  Banking  Comm 
Chaii-man  Jim  Leach  (R-Iowa)  an; 
contended  Equale  reneged  on  a  pro 
to  remain  neutral  to  the  chairman's  L 
reform  bill.  The  spat  has  been  resol 
but  Equale  says  such  tiff's  ai-e  inevit 
"It's  a  little  Like  hockey:  If  you  pla> 
game  long  enough,  you  have  a  few  t 
knocked  out,"  he  explains. 

He  could  lose  a  few  more  in  h 
weeks  ahead  as  banks  and  agents  tiet 
hammer  out  a  deal.  But  withotlT 
cease-fii'e,  the  iiaa's  troops  could  I 
fer  gi'eater  casualties  at  the  hanoj 
the  coiuts  and  regulators.  So  a  coral 
mise  doesn't  sound  so  bad  right  ncl 
even  for  a  guy  armed  with  a  hovdtf 
Bij  Amy  Barrett  in  Washi'm 
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to  Prevent  Benefits  Decay, 
Give  Your  Dental  Plan  An 
Annual  Check-Up. 


thout  appropriate  care,  your  dental  plan 
uld  be  eating  away  at  your  bottom  line, 
ensure  you're  not  spending  more  to  get 
s  than  you  should,  make  certain  that  any 
ital  plan  you  select  includes  these  essentials: 
Comprelmisive preveritiw  care  with  at 
ist  t^A'o  dental  exams  :uid  cleanings  per  year 
me  phms  don't  include  fluoride  or  seahuits. 
ars  should.  These  treatments  help  prevent 
«ties,  which  brings  down  the  cost  of  care. 
Flexibility  in  appointment  schediil 
Many  insurei's  encourage  their  |iarticii)at- 
^  dentists  to  schedule  "plan  patients"  :ls 
-in  q)pointments.  Your  employee  may  have 
take  time  off  during  the  day  to  receive 
atal  treatment  or  wait  months  to  be  seen, 
at's  not  only  a  problem  for  the  patient,  it 
sts  you  valuable  employee  time. 


Plans  that  allow  patients  to  visit  the 
dentists  and  specialists  of  their  choice. 

Research  proves  that  patients  won't  go  to 
dentists  they  don't  trust.  So  you  wind  up 
paying  the  premium  for  unused  benefits. 

Emergency,  weekend  and  holiday 
care.  A  plan  that  doesn't  cover  the  unexpected 
is  of  no  benefit  to  you  or  your  employees.  The 
emergency  that  isn't  taken  care  of  imme- 
diate!}' can  cost  you  dollars  in  downtime. 

Broad  therapeutic  coverage.  A  plan 
that  covers  crowns  and  bridges,  braces  and 
dentures  and  even  root  canals  may  cost  some- 
what more,  but  will  be  more  satisf:ictor\'  to 
all  plan  users.  Make  sure  that  limitations 
on  this  kind  of  care  are  not  unrealistically 
severe.  You'll  get  fewer  complaints  even 
though  employee  co-payments  are  higher 


for  these  services  than  for  preventive  care. 

To  make  sure  your  dental  plan  provides 
acceptable  protection  for  its  beneficiaries, 
write,  call  or  fax  the  California  Dental 
Association  for  our  "Consumer's  Guide  to 
Dental  Insurance."  It's  designed  to  help  you 
ensure  that  the  dental  plan  you  select  provides 
the  essentials  of  good  oral  health  and  makes 
good  business  sense,  too. 


Californa  Dental  Association 

Wf  Like  To  See  You  Smile" 
P.O.  Box  13749,  Sacramento,  CA  95853 
Phone:  1-800-CDA-SMILE 
Fax:  (916)  443-2943 

A  constituent  of  the  American  Dental  Association 


In  our  mind  there's  no  question.  Planning  for  the  future,  and  building  the  te^mi  to  get  us  there, 
has  made  WORLDI^ORT  lA,  the  Port  of  Los  Angeles,  the  premier  port  for  moving  commerce 
around  the  Pacific  Kim  and  throughout  the  Americas. 


WORLDPOKT  LA 

1*.0.  Box  151,  San  I'cdro,  CA  9()7.iv()15l  •  (310)  7.i2-3<S4()  Fax:  (310)  831-4896 


xplore  A  New  World  Of  Technology 


lie  1995  Business  Week  Conference  on  the  Virtual  Office: 

mpact  and  Implementation 

[ow  can  you  make  the  virtual  office  a  profitable  reality  for  your  company?  Join  Business  Week  and 
licroAge  Infosystems  Services  for  this  premier  industry  gathering,  and  give  your  company  a  virtual  lift. 

ine  27-28,  1995  Presented  in  association  with: 

IcGraw-Hill  World  Headquarters 
ockefeller  Center 
lew  York,  New  York 


^icro^ge 

INFOSYSTEMS  SERVICES 


Ith  the  support  of:  DIGITAL  EQUIPMENT  CORPORATION, 

Apple  Computer,  Banyan  Systems,  Hewlett-Packard,  NEC  Technologies 

atured  speakers:      Dr.  Richard  Nolan,  Professor  of  Business  Administration,  Harvard  Business  School 

Dr.  Robert  Johansen,  Director,  Emerging  Technologies  Program,  histitute  For  The  Future 
Adelaide  Horton,  Chief  Operating  Officer,  Chiat/Day 


'  register  for  The  1995  Business  Week  Conference 
the  Virtual  Office,  call  (800)682-6007,  or  fax  your 
ponse  to  (212)512-6281,  or  mail  this  coupon  to: 

in  McKenna 

.siness  Week  Executive  Programs 

21  Avenue  ol  the  Americas,  36th  floor 

wYork,  NY  10020-1095 
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Personal  Business 


EDITED  BY  AMY  DUNKIN 


IN  THE  MARKET  FOR  A  HOUSE? 
YOU'RE  IN  LUCK 


Mark  Pofsky  and  his 
wife  are  looking  to 
buy  tlieir'  first  home. 
Intent  on  finding  a  2,000- 
square-foot  house  in  Califor- 
nia's San  Fernando  Valley  for 
less  than  $300,000,  the  Pof- 
skys  have  made  a  few  low- 
ball  offers  but  have  not  yet 
snagged  a  deal.  Still,  they're 
encouraged.  "We  started  to 
look  because  of  the  interest 
rates  coming  down,"  he  says. 
"It's  a  great  time  to  buy  a 
home." 

The  market  certainly  is  im- 
proving for  buyers.  Since 
peaking  in  Januaiy,  the  av- 
erage rate  on  a  30-year  fixed 
mortgage  has  dropped  a  full 
point,  to  8.25%,  and  it's  still 
falling.  One-year  adjustable- 
rate  mortgages  are  at  6.51%, 
dowii  0.36  points  in  the  same 
period.  Happily  for  house 
hunters,  this  financing  bonan- 
za has  coincided  with  an 
oversupply  of  residences — 
there's  currently  a  seven- 
month  supply  of  newly  built 
homes,  up  17%'  from  a  yeai- 
earlier — and  a  cooling  of 
housing  price  inflation.  The 
a\'erage  existing  single-family 
home  sold  for  $107,900  in 
March,  1995,  the  same  pnce 
as  a  year  earlier. 

"If  I  were  looking  to  buy,  I 
don't  know  if  I  would  wait," 
says  Priscilla  Toomey,  presi- 
dent of  MovePower,  a  South- 
port  (Conn.)  moving  consul- 
tant. Adds 
R  i  c  h  a  r  d 
L  o  u  g  h  1  i  n , 
CEf)  of  real  estate  giant  Cen- 
tuiy  21  International:  "Hoines 
are  j:>robably  the  most  afford- 
able they've  been  in  years." 
The  March  median  home 
pi'ice  in  tlie  Northeast  was 
$136,700,  down  3%.  from  a 
year  earlier;  in  the  Midwest, 
$.s.S,000,  up  m  \  in  the  South, 
$92,(j00,  down  2';f ;  and  in  the 


REAL  ESTATE 


West,  $141,900,  down  3%. 

After  a  veiy  weak  winter, 
due  to  rainy  weather  in  the 
West  and  liigh  mortgage  rates 
nationwide,  sellers  are  anx- 
ious. Likewise,  moitgage  bro- 
kers, who  lost  44%  of  their 
business  when  the  refinancing 
boom  ended  in  the  winter  of 
1994,  are  still 
scrambling  to 
wiite  new  loans. 
This  hot  competi- 
tion has  benefited 
consumers.  Coun- 
trywide Credit, 
for  example,  al- 
lows mortgage 
seekers  to  apply 
in  person  or  on 
the  telephone. 
Details  are  also 
available  on  com- 
puter via  Ameri- 
ca Online  and 
CompuServe. 
Phone  lines  are 
open  six  days  a 
week,  16  hours  • 
a  day,  and  bor- 
rowers can  go 
through  a  15-min- 
ute  application  pro- 
cess that  can  result 
in  instant  approval. 
POINT  SHAVING.  Cus 
tomers  are  also  finding 
more  flexibility  among 
mortgage  brokers,  so  home 
buyers  should  piice  loans  at 
several  companies.  Mortgage 
points,  which  are  basically  a 
sign-up  fee 
assessed  as  a 
percentage  of 
the  purchase  jirice,  are  partic- 
ularly negotiable.  "There's 
still  a  lot  of  capacity,  which  is 
bringing  better  pricing  and 
bettei-  options  to  the  consum- 
er," says  Sylvia  Reynolds,  di- 
rector of  marketing  at  Bank- 
America  Mortgage. 

When  choosing  a  mort- 
gage, however,  consumers 


should  be  aware  of  how  much 
interest  they  save  on  shorter 
loans.  The  30-year  mortgage 
remains  popular.  But  remem- 
ber that  a  15-year  $100,000 
loan  at  8%.  costs  $90,000  less 
in  interest  than  a  30-year 
loan  at  8%.  And  15-year  i-ates 
are  less  than  the  cun-ent  8%, 
30-year  rate. 


into  a  house,"  says  CEO  B| 
Karatz.  But  it's  expensi\ 
the  long  iim.  A  30-year 
ally  adjustable  mortd 
priced  to  start  at  8.125%] 
ers  95%  of  the  loan  va 
The  I'emaining  5%  comes  | 
five-year,  14%  pei-sonal  i 
with  interest  payments  j 
are  not  tax  deductible. 


To  move  inventory, 
builders  are  currently  offer- 
ing a  host  of  attractive  incen- 
tives. Many  are  willing  t(j  ab- 
sorb a  buyer's  loan  points, 
pay  all  closing  costs,  or  throw 
in  extras  such  as  a  deck  at 
no  additional  cost.  In  late 
April,  Los  Angeles-based 
builder  Kaufinan  &  Broad  be- 
gan offering  a  lOO'X  financ- 
ing progTam.  "It  effectively 
costs  people  zero  to  move 


Even  in  this  buyer's  la 
ket,  many  pui'chasers  w  3t 
pay  more  than  they  s  .il 
"I've  handled  thousai 
transactions,  and  no  o 
than  5%  of  the  home  1  fe 
I  dealt  with  succeeded  S( 
ting  the  best  deal,"  sa  -1 
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1  E.  Cummins,  a  former 
estate  broker  and  the 
lor  of  Not  One  Dollar 
■e!  (Kells  Media  Group, 
95),  a  guide  for  home 
ers.  According  to  Cum- 
5  and  other  consumer  ad- 
ites,  l^nowledge  is  the 
A  home  is  usually  the 
gst  piux-hase  a  person  will 
[•  make,  yet  Cummins 
s  most  people  do  more 
)ai'ation  for  buying  a  color 
>r  a  refrigerator. 
.  gi'eat  way  to  get  the  lay 
he  land  is  to  knock  on 
rs  in  the  neighborhood 
;  interests  you.  Local 
)cls,  houses  of  worship, 
Iware  stores,  and  even 
corner  diner  are  woith  a 


.  A  resident  is 
it  more  likely  to 
1  you  about  a  highway 
.Rsion  or  pending  zoning 
ges  than  is  your  real  es- 
agent. 

•ice  you've  chosen  a 
iborhood,  shop  foi'  a  pre- 
oved  mortgage.  This  is 
mmitment  from  a  bank 
end  up  to  a  certain 
int,  assuming  the  pi'oper- 
ou  choose  is  woith  the 
i  you're  paying.  Such 


commitments  are  readily 
available  today  and  can  be  a 
very  helpful  negotiating  tool 
with  the  seller.  Preapproval 
lets  buyers  know  exactly 
what  price  range  they  can  af- 
ford. It  also  tells  the  seller 
you're  serious  and  able  to 
close  a  deal  quickly.  Todd  and 
Elizabeth  Gaydowski  of  San 
Piedro,  Cahf.,  got  then-  preap- 
proval for  free  at  a  confer- 
ence sponsored  by  the  Com- 
munity Redevelopment 
Agency  of  the  City  of  Los 
Angeles.  They  weren't  sui'e 
initially  they  could  afford  a 
home  they  would  like,  but 
the  preapproval  gave  them 
confidence  to  stait  looking.  A 
few  weeks  ago,  they 
closed  on  a  well-main- 
tained, two-bedroom 
house.  With  competi- 
tion among  mortgage 
bankers  hot,  many  will 
informally  process  pre- 
aj3pi'ovals  for  fi-ee.  Othei's 
may  charge  a  few  hundred 
dollars  and  eventually  apply 
it  toward  the  mortgage. 

It's  best  to  obtain  advance 
approval  for  the  highest 
amount  you  are  able  to  boi'- 
I'ow,  but  never  disclose  to  the 
seller  or  the  seller's  agent 
exactly  how  much  you  are 
actually  willing  to  spend. 
MovePower's  Toomey 
warns  buyers  that  real 
estate  agents  are  really 
on  the  side  of  the  seller 
and  have  fiduciary  re- 
sponsibility to  them.  To 
protect  themselves, 
buyers  can  retain  their 
own  exclusive  repre- 
sentative, called  a 
"buyer's  brokei'." 
Your  local  agent 
may  offer  such 
services,  but  be 
aware  that  buy- 
ers' brokers 
who  also 
work  as  sell- 
ers' bro- 
kers can 
sometimes 
end  up  on 
both  sides  of  the  deal.  You 
can  get  a  free  referi-al  to  a 
broker  who  only  represents 
buyers  through  Buyer's  Re- 
source (800  359-4092),  a  fran- 
chise organization.  The  buy- 


The  Dos  and  Don'ts 
of  Buying  a  Home 


•A  lot  of  research:  Knock  on 
potential  neighbors'  doors. 
Get  the  local  high  school's 
SAT  average.  Find  out  from 
the  town  clerk  what  similar 
homes  in  the  area  have  sold 
for  recently. 

•Comparison-shop  for  a 
mortgage:  Lenders  and  mort- 
gage brokers  are  in  hot  com- 
petition and  will  sometimes 
shave  points  or  whittle  down 
the  interest  rate. 

•Get  a  preapproved  mort- 
gage: This  shows  sellers 
you're  truly  interested  in 
buying  and  the  deal  can  be 
done  quickly — helpful  when 
negotiating  a  price. 


•  Know  all  fees:  Nail  down 
exactly  what  you're  expected 
to  pay  at  the  closing. 

DATA:  JOSEPH  EAMON  CUMMINS  NOT  ONE  DOLLAR  MORP ,  MOVEPOWER  INC 


DONT... 


•Assume  a  real  estate  agent 
represents  you:  Unless  you're 
working  with  a  so-called  buy- 
er's broker,  the  agent  works 
for  the  seller. 

•  Discuss  your  maximum 
price:  Never  let  the  seller  or 
the  seller's  agent  know  the 
exact  amount  you're  willing 
to  spend. 

•Sign  a  contract  without  an 
inspection  contingency:  A 
clean  bill  of  health  from  a 
home  inspector  or  contractor 
avoids  headaches  later. 

•  Buy  "unique":  Avoid  the 
fanciest  house  on  the  street 
or  one  of  a  strikingly  differ- 
ent style  from  its  neighbors. 
They  often  appreciate  more 
slowly  and  may  be  hard  to 
sell  later. 


er's  broker  is  paid  a  portion 
of  the  real  estate  agent's  fee, 
so  there's  no  extra  cost  to 
you. 

LOCATION,  LOCATION.  Now 

that  you've  talked  to  the 
neighbors,  gotten  your  pre- 
approval, and  found  a  bro- 
ker, you  have  to  select  the 
house.  Look  for  one  that 
suits  your  needs,  but  don't 
forget  that  someday  you  may 
want  to  sell  it  yourself.  The 
most  important  thing:  loca- 
tion. Two-thirds  to  three- 
fourths  of  a  home's  assessed 
value  is  based  on  the  land 
beneath  it.  So  buy  in  the  nic- 
est neighborhood  you  can, 
but  not  the  fanciest  house  on 
the  block.  The  local  palace 
won't  appreciate  in  price  as 
quickly  as  the  average  home 
on  the  str-eet.  Buying  an  odd- 
ball is  also  a  bad  idea:  It's 
not  easy  to  sell  a  salt  box  in 
a  row  of  colonials. 

According  to  the  National 
Association  of  Home  Build- 
ers, the  homes  that  sell  easi- 
ly these  days  average  2,100 


square  feet  and  feature  a 
lai'ge  kitchen  and  a  "media 
room"  for  entertainment 
equipment — what  used  to  be 
called  a  den.  Most  people 
want  two  baths:  Three-bed- 
room homes  with  one  bath 
are  obsolete. 

What  buyers  want  de- 
pends to  some  extent  on 
what  part  of  the  country 
they  live  in.  In  areas  with 
cold  winters,  an  attached 
garage  may  be  a  key  factor, 
but  in  Florida  you  would 
probably  consider  a  pool  es- 
sential. How  much  you  will 
end  up  paying  for  yom-  home 
and  its  financing  also  de- 
pends on  where  you  are.  At- 
lanta is  overbuilt  and  a  buy- 
er's market,  but  in  Salt  Lake 
City,  where  the  population 
influx  is  astounding,  prices 
are  up  6%  over  last  year, 
and  sellers  are  calling  the 
shots.  Whatever  your  local 
market,  smart,  well-prepared 
buyers  are  today  finding 
great  deals  from  coast  to 
coast.  Nanette  Byrnes 
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HOW  TO  TAKE  YOUR  401  (k) 
ON  THE  ROAD 


In  this  time  of  uncer- 
tain job  futures,  an 
advantage  of  401 (k) 
plans  is  that  you  can 

take  them  with  you.  But  you 
have  to  transport  your  nest 
egg  with  care  to  avoid  penal- 
ties and  keep  your  options 
open.  There 
are  essentially 
three  choices:  roll  over  your 
old  401(k)  into  a  similar  plan 
at  your  new  job,  transfer  it 
into  an  individual  retirement 
account,  or  leave  it  with  your 
former  employer.  If  you  de- 
cide to  move  the  money,  the 
most  important  step  is  to  file 
forms  to  make  a  "trustee-to- 
trustee"  transfer. 

As  long  as  the  401(k)  goes 
directly  from  your  old  plan 
to  your  new  one  or  to  the 
bank  or  brokerage  that  has 
your  IKA,  you're  safe.  But  if 
the  company  you're  leaving 
gives  you  the  check,  it  will 
withhold  20%  of  your  savings 
for  the  Intemal  Revenue  Ser- 
vice. Then  you'll  have  to 
make  up  that  20%  so  you  can 
transfer  the  whole  amount  to 
the  new  plan.  If  you  can't 
make  up  the  shortfall,  you'll 
be  taxed  on  the  20%  that 
was  vrithheld — and  liable  for 
an  extra  10%  penalty  if 
you're  under  age  59!^.  But  if 


SMART  MONEY 


you  move  the  entire  amount 
within  60  days,  you  can  file 
for  a  refund  of  the  withheld 
funds  on  your  next  tax 
retiUTi. 

When  you  switch  jobs, 
most  companies  with  401(k)s 
will  accept  youi-  money  right 
away.  But  some  requii'e  you 
to  work  for  a  year  before 
they  will  take 
the  funds  or  let 
you  contribute.  Others  may 
not  allow  transfers  even  if 
they  have  a  401(k).  In  that 
case,  you  can  leave  your  bal- 
ance with  your  old  company 
or  roll  it  into  an  ira.  All  em- 
ployers ai"e  required  by  law 
to  keep  the  401(k)s  of  fomner 
employees  until  retirement  or 
age  62  if  there's  at  least 
$3,500  invested.  You  -a^iMa 


and  run.  Some  companies  will 
limit  yom-  investment  options 
after  you  depart — you  may 
no  longer  be  able  to  buy  com- 
pany stock  or  certain  funds. 
Or  too  much  of  the  money  in 
yom-  old  plan  may  be  tied 
up  in  company  stock. 
Switching  to  a 

I new  plan  gives 
you  a  chance  to 
cash  out  and  diversify. 
^'■■■^       Ask  yourself  if  "the 
investment  choices  in 
the  new  plan  are  at 
least  as  good  if  not 
better    than  the 
choices  you're  leav- 
ing,"   advises  Kevin 
Roach,  a  partner  at 
Price  Waterhouse.   If  the 
choices  are  similar,  take  the 
money  with  you. 

If  you  can't  transfer  your 
plan  and  don't  want  to  leave 
it  with  your  fonner  employer, 
you  can  roll  it  over  into  a 
"conduit"  IRA.  This  must  be  a 
new  account  set  up  to  hold 
only  your  401(k)  funds.  As 
long  as  they're  not  mixed 
with  any  other  monies,  your 
nest  egg  can  reside  in  the 
IRA  indefinitely  and  still  be 
rolled  back  into  a  401(k)  plan 
in  the  future.  This  is  a  good 
ploy  if  you're  starting  your 
own  business;  later  you  can 
transfer  the  funds  to  a  Ke- 
ogh  or  simplified  employee 
pension.  Since  you  may  not 
have  these  plans  set  up  for  a 
while,  a  conduit  ira  comes 
in  handy,  says  Martin  Nis- 
senbaum,  a  partner  at  Ernst 
&  Young. 

To  keep  your  options  open, 
don't  transfer  401(k)  funds 


can't  make  tax-de-     ttti  xr        r^i  ti 

ductibie  contributions  When  You  Change  Jobs 


into  an  existing  ira.  UY 
aren't  separate  from 
money,  you  can't  roll 
back  into  a  401(k).  And 
out  a  401(k),  you  losi 
benefit  of  using  five-yeti 
ward-averaging  to  witi' 
funds  at  retirement.  Th 
tion  gives  you  a  tax  1 
when  you  want  to  witl 
your  entire  balance.  1 
sums  are  "most  compel! 
you  have  short-teiTn  net 
the  capital,"  says  Roacl 
you  need  the  $100,000 
your  plan  to  buy  a  con 
Florida.  Divide  the  $1( 
by  five.  The  resulting  $: 
is  treated  legally  as  if  it 
your  only  income.  So 
$20,000  is  taxed  at  15%. 
bill  of  $3,000.  You  then  i 
ply  $3,000  by  five,  for  ;i 
tax  bite  of  $15,000.  If  y( 
paid  a  straight  tax  u, 
$100,000,  yom-  bracket  - 
be  at  least  31%,  and  you 
$31,000.  Lump  sums  ; 
$750,000  are  hit  with  a 
excise  tax,  so  the  benel 
five-year  averaging  decl 
withdrawals  grow 
above  that  amount. 
SILVER  LINING.  Even  if  .\ 
just  considering  job-hoj 
avoid  taking  a  401(k) 
Some  companies  let  yoi 
row  funds  without  p; 
taxes  from  youi*  plan, 
up  to  $50,000  or  half  ol 
vested  funds.  Then  you 
ually  pay  youi'self  back 
if  you  leave  for  anotht" 
any  outstanding  loan  an 
will  be  considered  a  disi 
tion.  It  will  be  taxed  as 
naiy  income — and  you'l 
the  10%  penalty  if  you'r 

One  silver  1 
behind    all  t 


after  you  leave,  but   cautionary  clouiu 

you  switch  job 
you're  at  leas 
you  can  cash  c 
youi"  existing  4 
without  incurr 
penalty.  Currer 
law  requires 
that  you  leave 
company  to  cc 
not  that  you 
ally  retire.  S 
times,  age 
have  its 
wards.  Pam  1 


the  money  will  con 
tinue  to  grow  tax-de- 
feired.  And  because 
it's  in  a  large  pool, 
you  sometimes  have 
access  to  better  mon- 
ey managers  and 
more  attractive  in- 
vestments than  you 
could  afford  on  yom- 
own. 

But  there  are 
compelling  reasons 
to  take  the  money 


•  Move  the  funds  to  your  new  employer's  401(k)  plan, 
but  be  sure  to  make  a  "trustee-to-trustee"  transfer  to 
avoid  tax  penalties. 

•Leave  your  money  at  your  old  job  until  retirement  if 
you  prefer  its  investment  choices  or  if  your  new  com- 
pany won't  accept  your  plan. 

•If  you  can't  bring  your  nest  egg  to  your  new  job  or 
are  starting  a  business,  set  up  a  "conduit  IRA,"  to- 
tally separate  from  other  funds. 

DATA:  BUSINESS  WEEK 
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t  s  72^  and  sunny.  you  re  on  your 
lVORIte  course  with  your  favorite  foursome 
:0uld  it  possibly  get  any  better  than  this? 


>  one  ran  improve  those  days  on 
course  when  it  just  seems  that 
're  in  paradise. 

et  players  who  couldn't  imagine 
ing  more  from  the  game  say  that 
have  gotten  more.  A  lot  more, 
ain  us.  We're  PGA  TOUR 
tners,  a  group  created  by  the  PGA 
JR  especially  for  golfers  who  share 
/e  of  the  game. 

[embership  brings  you  a  coni- 
entary  guest  pass  to  a  PGA  TOUR 
enior  PGA  TOUR  tournament, 
sues  of  ON  TOUR,  a  personalized 
tag  and  the  opportunity  to  apply 


IR  Fanners  TOUR  CARD  MasterCard  is  issued  by  SunTrust  BankCard  N  A 

Tni  IR  Pa-tno,c 


As  a  member  of 
PGA  TOUR  Partners, 
you'll  receive: 

.4  romplimenlarv  PGA  TOUR 
or  Senior  PGA  TOUR 
tournament  pass 
■ 

Eligibility  to  play  in  Partners 
Cla ssii  s  tournament s 
■ 

10  issues  of 
0I\  TOUR  magazine 

■ 

4  personalized  PGA  TOUR 
Partners  bag  tag 
■ 

The  opportunity  to  apply  for 

a  PGA  TOUR  Partners 
TOUR  CARD  MasterCard' 


1  800 


for  a  TOUR  CARD.  And  the  chance 
to  play  on  legendary  courses  under 
PGA  TOUR  tournament  conditions, 
in  Partners  Classics  tournaments. 
All  starting  at  just  $2.5. 

YouTl  also  have  the  oppoi  tunity  to 
attend  clinics  hosted  by  instructors  to 
PGA  TOUR  players  and  participate  in 
tournament  Pro-Ams. 

Whv  not  join  us  this  vear? 
We'll  support  you,  enrich  you,  and 
delight  you. 

To  become  a  member, 
call  immediately: 

PGA  TOUR 


1     800  742-8687 


Personal  Business 


THE  NEW 

LEADERS  OF  THE  PACK 


i 


BMW'S 
NIMBLE 
ROADSTER: 
THE  NEW 
RllOOR 


Back  in  1975,  I  bor- 
rowed $700  from  my 
Dad  and  bought  a 
used  Kawasaki  mo- 
torcycle. Like  others  of  my 
generation- — I  was  20 — I 
found  a  bike  brought  a  sense 
of  freedom  that  four  wheels 
just  couldn't  dehver.  But  af- 
ter a  couple  of  years,  I  sold 
the  machine,  went  to  work, 
and  forgot  about  the  thrill  of 
two  wheels,  horsepower,  and 
an  open  road. 

This  spring 
the  old  itch  came  back.  Mo- 
torcycling is  enjoying  a  re- 
sui'gence,  thanks  in  lai'ge  part 
to  returning  liders  who  buy 
into  the  whole  experience — 
bike,  clothing,  and  accesso- 
ries. In  1994,  enthusiasts  pui- 
chased  some  300,000  new 
bikes,  up  almost  5%  from 
1993.  And  sales  this  year  are 
e.xpected  to  gi'ow  by  at  least 
that  amount. 

Things  have  changed  since 
my  riding  days.  You  no  long- 
er choose  a  road  bike  just  by 
color  or  engine  size,  as  mak- 
ers now  offer  distinct  catego- 
ries of  specialized  cycles. 


LEISURE 


Sport  bikes  are  lightning-fast, 
race-bred  machines  easily  ca- 
pable of  triple-digit  speeds. 
Sport-touring  models  feature 
high-tech  engines  and  gi'eat 
handling  but  readily  cany  a 
passenger  and  saddlebags  for 
comfortable,  long-range  ti'av- 
el.  Standard  motorcycles  for- 
go aerodynamic  bodywork 
and  deliver  all-around  com- 
fort and  performance.  Tour- 
ing bikes  are  big — built  for 
cross-country  adventures. 
And  crtiisers,  the  largest-sell- 
ing category 
epitomized  by 
classic  Harley-Davidsons,  are 
constructed  with  wider  sad- 
dles, higher  handlebai-s,  and  a 
lower,  more  comfortable  rider 
position. 

For  returning  riders  or 
newcomers  alike,  a  safety 
course  ought  to  be  a  top  pri- 
ority before  making  any  pur- 
chase. The  Motorcycle  Safety 
Foundation  (800  447-4700)  of- 
fers beginner,  intermediate, 
and  advanced  riding  instruc- 
tion around  the  country,  with 
prices  ranging  from  $50  to 
$200.  The  one-  and  two-day 
combination  classroom  and 
road  courses  are  supported 


by  local  dealers  who  pr-ovide 
bikes  and  certified  insti'uctoi's. 

Once  you'i'e  ready  to  roll, 
you'll  have  a  dizzying  choice 
of  models  built  in  the  U.  S., 
Japan,  Germany,  Britain,  or 
Italy.  Japanese  bikes,  led  by 
Honda,  Kawasaki,  Yamaha, 
and  Suzuki,  boast  brilliant 
colors,  rocket  acceleration, 
and  precise  handling.  The 
Honda  VFR750F  ($8,699)  is  a 
spoil  bike  that  dehvers  rock- 
solid  Honda  reliability  and 
quahty  without  rattling 
your  molars. 
TOP-DRAWER.  BMW  im- 
ports a  full  line  of  bikes,  i. 
and  this  year  introduces 
the  FvllbOR  Roadster 
($9,990).  The  Beemer 
sports  a  new,  multivalve 
Boxer  engine  that  delivers 
plenty  of  torque  through  a 
low-maintenance  shaft  drive. 
The  bike  handles  nimbly  on 
l3ack  roads  or  highways, 
thanks  to  a  sophisticated 
chassis  and  suspension.  Op- 
tional antilock  brakes  ($1,200) 
give  the  RllOOR  rider  confi- 
dence and  safety.  Fit-and-fin- 
ish  is  top-drawer,  as  is  the 

CLASSY  CHASSIS: 
H-D'S  FAT  BOY 


waiting  hst  for  some  milel 
Since  recovering  from  sirei 
financial  problems  in  th(e;i 
ly  1980s,  the  Milwaukee  c 
pany  has  its  act  togethi  ■ 
sells  almost  every  bike 
build.  Twenty  h-d  mode 
available  with  dozens  oi 
uine  Harley  accessor! 
gxiarantee  that  yours  ( 
one-of-a-kind.  Most  F 
shops  carry  more  Ir 


SOLID  QUALITY: 
HONDA'S  VFR750F 


complete  line  of  BMW  cloth- 
ing and  cycle  accessoiies.  An- 
other plus:  BMW  reimbui'ses 
new  bike  buyers  for  the  Mo- 
torcycle Safety  Foundation 
course. 

If  you've  always  wanted  a 
Harley,  be  prepared  for  a 


than  Cher  could  wi 
genuine  h-d  leather  i 
wath  insignia  goes  for  a 
$450.  My  favorite  Hog 
FLSTF  Fat  Boy  ($13,42;" 
powered  by  a  huge,  t\\ 
inder  engine  and  sport 
wheels,  two-tone  paini 
lots  of  chrome.  It  ain't 
tech,  but  head  out  of 
on  a  Fat  Boy  and  you'i' 
of  the  road. 

Ti'iumph,  a  ven< 
British  bike  that 
peared  diu'ing  the  19 
back,  wath  new 
els  suited  foi' 
speed  sport  j 
And  the  sere 
red  Italian  1 
enjoys  a  loyal  folio wi 
its  mix  of  power  anl 
nache.  Give  me  any  of] 
bikes,  a  helmet,  a  1 
jacket,  an  open  road, 
full  tank  of  gas,  and 
time,  I'll  happily  moto'fc 
to  my  youth.  TonE 


1 

T 
I 


WORTH  NOTING 


■  INVESTMENT  INSIGHTS.  Yet  another  free  mutual-f 
brochure,  this  time  from  Smith  Barney.  You  can  ge 
copy  of  Finding  You)-  Way:  A  Guide  to  Mutual  Fm 
Investing  by  calling  800  earns-it,  ext.  3911. 

■  WORKER  WORKOUTS.  If  you  tend  to  stiffen  up  on 
planes  or  suffer  aches  and  pains  from  sitting  for  lor 
hours  at  a  computer,  you  might  take  a  gander  at  G( 
in  Shape  ($15,  Shelter  Publications,  415  868-0280) 
book  provides  32  illustrated  exercise  routines  to  ke 
you  in  shape  while  on  the  road  or  on  the  job.  The  p: 
grams  include  desk  stretches,  hotel-room  workouts 
airplane  stretches. 


an, 
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How  MANY  IMAGINARY  CHAMPIONSHIPS 

HAVE  YOU  PLAYED? 


1 7th  hole  at  'I  lie  I  l'( .  til  Sa  n  f^i  iiss .  silc  a/    I  III.  I'L  \)  /■./«>  <  IniiiiiiKnisliiji  niid  a  I  '>'>.i  I'm  I  ik  is  (  inssit  I  <  ni  i  im  iiic  ii  I . 


ver  played  an  imaginary 
mpionship  while  at  the  office? 
k  a  five  footer  to  win  a  make 
eve  TOUR  championship? 

understand.  So  have  we.  We're 
I  i  TOUR  Partners,  a  group  created 
he  PGA  TOUR  especially  for 
;rs  who  share  a  love  of  the  game, 
s  a  member,  you  Ve  offered  a 
J)er  of  ways  to  live  out  your  golf 
asies  including  a  complimentary 
t  pass  to  a  PGA  TOUR  or  Senior 
lTOUR  tournament,  10  issues  of 
!T0UR  magazine,  a  personalized 
tag  and  the  opportunity  to  apply 

JR  Parlners  TOUR  CARD  MasterCard  (S  issued  by  SunTrust  BankCard  N  A 


As  a  member  of 
PGA  TOUR  Partners, 
you'll  receive: 

.4  coni[>limeiitarv  PGA  TOUR 
or  Senior  PGA  l  OVR 
tournament  pass 
■ 

Eligibility  to  play  in  Partners 
Classics  tournaments 
■ 

/ 0  issues  of 
OiV  TOVR  magazine 
m 

A  personalized  PGA  TOVR 
Partners  bag  tag 
■ 

The  opportunity  to  apply  Jor 

a  PGA  TOUR  Partners 
TOUR  CARD  MasterCard" 


for  a  TOUR  CARD.  And  the  chance 
to  play  on  legendary  courses  under 
PGA  TOUR  Toui  nament  conditions 
in  Partners  Classics  tournaments. 
All  starting  at  just  $2.'5. 

Youll  also  have  the  opjMjrtunity 
to  attend  clinics  hosted  hy  instructors 
to  PGA  TOUR  players  and  participate 
in  tournament  Pro-Ams. 

Why  not  join  us  this  year? 
We'll  support  you,  enrich  you,  and 
delight  you. 

To  become  a  member, 
call  immediately: 


1  800  PGA  TOUR  K 


1     800  742-8687 


WNERS 


Your  Business  Is  Growing.  Congratulations. 
Who's  Going  To  Do  All  The  Work?  j 


^  (Ml  \  r  ;i  1 1  Id  i-ii  working 
liaril.  \n<l  it  >  |>a\iilg  utT. 
I  laiiiUoiiiclx  .  In  lad.  \  <mii 

l)ll^ilU  S>  i>  (Idillg  Ml  XM'II.  It  s 

.II  I  iialK  i  ri'ali'd  a  pli-a^anl 
-  \  oil  iii-cd  riiori- 
liclji.  Kill  \  oil  lion  t  jii^l 
waiil  liinli(  ^  in  ollici  ^.  ^  on 
wanl  |iio|)li'  wild  laii  str|i 
ill,  take  i  liai  gi-.  and  do  I  Iwir 
joi)s  a^  w  (11  a^  I  111-  |)i  o|)li- 
N  on  alriMiis  iia\  r. 

1  lull  ^  w  lien-  \M-  ronii-  in. 


^'(•Vc  your  stalling  partner. 
M  anagfiniMit  Rfcni  iters 
I  111  rrnal  ional.  llii'  nation  s 
leader  in  |)erniaiient.  Ilexiljle, 
and  right-lit  stalling  solu- 
tions. \N  ith  oM  r  ()(I0  olliees 
and  .5.000  reeiiiilers.  we  re 
|ioi-ed  witli  our  (  oiii|>i'elieii- 
si\e  network  to  Inlllll  \ our 
|(ennaiieiit  [ilaeeineiit  needs. 

Our  Sales  ( ioiisiilt  ants 
(li\  ision  specializes  in  sales 
j)roressioiials.  For  "iiitor- 


ination  systems"  personnel.      Sales  Consiilb 
turn  to  our  CoinpuSeareli 
specialists.  OfficeMates  5'  Maiiagenieiit 
liel|(s  \  oil  find  adniinistra-  Recruitei 
t  i\  e  and   olTiee  support 
personnel.  And  our  Manage-  (:nni|iiiSearci! 
nient  Heeruiters"  di\  ision 
lias  more  search  specialists      OrficrMates  5 
lor  more  industries  than 
an  \  one. 

^  oil  see,  at  M  Kl,  we're  here 
to  help  \  (>u  grow.  Especially 
when  you're  growing. 


M^l  Intelligent  Staffing  Solutions^ 


isiness  Week  Index 


IDUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


nge  from  last  week:  -0.3% 
nge  from  last  year:  6.3% 


.■^ange  tfwn  last  ^/veeic  G.2% 


LEADING  INDEX 

W,2y  i 3=257.2 
967=100  — 


flay  Sept,  Jan.  May 

)94  1994  1995  1995 

xes  are  4-week  moving  averages 

roduction  index  fell  during  the  week  ended  May  13.  Before  calculation 
four-week  moving  average,  tfie  index  dropped  to  119.4,  from  120  7  in 

evious  week.  Cuts  in  the  seasonally  adjusted  output  levels  of  autos  and 
led  the  decline. 

■ading  index  increased  in  the  latest  week.  The  unaveraged  index  also 
:o  258.2  from  257.7.  Higher  stock  prices  and  lower  bond  yields  are 
the  index. 

jct'on  index  copyright  1994  by  Ttie  McGraw-Hil)  Companies     BW  leading  index  copyright  1994  by  CIBCR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

STEEL  (5/20)  thous.  of  net  tons 

1,986 

2,016# 

4.3 

AUTOS  (5/20)  units 

136,972 

138,317r# 

-9.1 

TRUCKS  (5/20)  units 

121,410 

119,218r# 

1.2 

ELECTRIC  POWER  (5/20)  millions  of  kilowatt-hrs. 

NA 

56,459# 

NA 

CRUDE-OIL  REFINING  (5/20)  thous.  of  bbl./day 

14,327 

13,973# 

2.4 

COAL  (5/13)  thous.  of  net  tons 

19,232# 

19,306 

-3.9 

PAPERBOARD  (5/13)  thous.  of  tons 

884.3# 

873. 5r 

3.3 

PAPER  (5/13)  thous.  of  tons 

846. 0# 

846.0 

8.3 

LUMBER  (5/13)  millions  of  ft. 

424. 7# 

426.2 

-7.4 

RAIL  FREIGHT  (5/13)  billions  of  ton-miles 

23. 6# 

23.8 

1.7 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA^  SFPA^,  Association  of  American  Railroads 


DING  INDICATORS 

1  PRICES 

LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

WEEK 

AGO 

%CHG 

K  PRICES  (5/19)  s&p  500 

524.35 

524.36 

16.1 

GOLD  (5/24)  $/troy  oz. 

383.100 

382.900 

-0.7 

IRATE  BOND  YIELD,  Aaa  (5/19) 

7.60% 

7.69% 

-3.7 

STEEL  SCRAP  (5/23)  #1  heavy,  $/ton 

142.50 

142.50 

13.1 

TRIAL  MATERIALS  PRICES  (5/19) 

113.7 

114.5 

NA* 

COPPER  (5/20)  e/ib. 

130.3 

129.0 

20.9 

lESS  FAILURES  (5/12) 

NA 

NA 

NA 

ALUMINUM  (5/20)  i2/ib 

84.0 

84.5 

30.2 

ESTATE  LOANS  (5/10)  billions 


$477.8     $476.8r  11.1 


/  SUPPLY,  M2  (5/8)  billions 


$3,613.0  $3,615.5r  1.7 


L  CLAIMS.  UNEMPLOYMENT  (5/6)  thous 


366 


371 


-3.9 


IS:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 


COTTON  (5/20)  Strict  low  middling  1-1/16  in.,  g/lb.  103.04  102.31  31.3 

OIL  (5/23)  $/bbl.  19.75      19.98  11.6 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Melals  Week,  Memphis 
market,  NYMEX 


companies),  Federal  Reserve,  Labor  Dept. 

CIBCR  seasonally  adjusts 

data  on 

1  FOREIGN  EXCHANGE 

s  failures  and  real  estate  loans.  'Historical 

data  available 

trom  CIBCK, 

LATEST 

WEEK 

YEAR 

IREST  RATES 

JAPANESE  YEN  (5/24) 

WEEK 

AGO 

AGO 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

87.28 

86.61 

104.65 

AL  FUNDS  (5/23) 

GERMAN  MARK  (5/24) 

1.44 

1.44 

1.65 

5.96% 

6.01% 

4.22% 

BRITISH  POUND  (5/24) 

1.58 

1.57 

1.51 

ERCIAL  PAPER  (5/23)  3-month 

6.06 

6.06 

4.55 

FRENCH  FRANC  (5/24) 

5.11 

5.11 

5.63 

FICATES  OF  DEPOSIT  (5/24)  3  month 

5.99 

6.02 

4.49 

ITALIAN  LIRA  (5/24) 

1672.3 

1654.5 

1594.1 

MORTGAGE  (5/19)  30-year 

8.10 

8.10 

8.65 

CANADIAN  DOLLAR  (5/24) 

1.36 

1.36 

1.39 

TABLE  MORTGAGE  (5/19)  one  year 

6.15 

6.11 

5.60 

MEXICAN  PESO  (5/24)3 

6.045 

5.925 

3.285 

(5/24; 


9.00 


9.00 


7.25 


i:  Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
It.  i=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


MER  CONFIDENCE 

',  May  30,  10  a.m.  ^  The  Confer- 
I  lard's  May  confidence  index  fell  to 
i  m  April's  105.5.  That's  the  median 
I  of  economists  polled  by  mms  Inter- 
'  ,  one  of  the  McGraw-Hill  Cos. 

DOMESTIC  PRODUCT 

day,  May  31,  8:30  a.m.  ►  The 
ce  Dept.  is  expected  to  revise  first- 
GDP  growth  to  an  annual  rate  of  3%, 
I  !  2.8%  pace  first  reported. 

!  iME  SALES 

'  lay.  May  31,  10  a.m.  ^  New 

*  ikely  sold  at  an  annual  rate  of 
•<  )  in  April,  up  from  577,000  in 


March.  A  drop  in  mortgage  rates  is  spurring 
home  buying. 

PERSONAL  INCOME 

Thursday,  June  1,  8:30  a.m.  ►  The  mms 
survey  forecasts  that  personal  income  rose 
0.3%  in  April,  half  the  0.6%  gam  of 
March.  Consumer  spending  likely  rose 
0.2%  in  April,  after  a  0.5%  rise. 

NAPM  SURVEY 

Thursday,  June  1,10  a.m.  ►  The  business 
index  of  the  National  Association  of  Pur- 
chasing Management  probably  fell  to 
50.5%  in  May,  from  52%  in  April.  The 
expected  reading  is  near  the  50%  mark,  at 
which  point  industry  is  treading  water. 


EMPLOYMENT 

Friday,  June  2,  8:30  a.m.  ►  The  mms  medi- 
an forecast  expects  that  nonfarm  payrolls 
added  163,000  workers  in  May,  rebounding 
from  the  9,000  drop  in  jobs  in  April.  The 
unemployment  rate  probably  slipped  to 
5.7%  in  May,  from  5.8%  in  April. 

LEADING  INDICATORS 

Friday,  June  2,  8:30  a.m.  ►  The  composite 
index  of  leading  indicators  probably  fell 
0.3%  in  April,  the  third  consecutive  decline. 

CONSTRUCTION  SPENDING 

Friday,  June  2,  8:30  a.m.  ►  Construction 
spending  was  likely  unchanged  in  April, 
after  falling  0.4%  in  March. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


<--- 


Sunday 

Blast  off  into  the  frontiers 
of  online  investing  with  BW 
Associate  Editor  Gary  Weiss. 
Read  his  Cover  Story  in  this 
issue-and  then  discuss  his 
cyberspace  discoveries 
online.  May  28 
9  p.m.  EDT  in  the  Globe 

Tuesday 

John  Kotter,  Harvard  B-school 
professor  widely  known  for  his 
expertise  on  leadership,  talks 
about  his  latest  book,  The  New 
Rules.  May  30 
9  p.m.  EDT  in  the  Bowl 

Thursday 

Quantum  physics,  chaos 
theory-and  management? 
Margaret  Wheatley,  author  of 
Leadership  and  the  New 
Science,  tells  how  they  relate, 
in  an  interview  with  BW's 
John  Byrne.  June  1 
9  p.m.  EDT  in  the  Globe 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  trie  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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ivestment  Figures  of  the  Week 


lENTARY 

tion?  What  correction?  Ttie 
nes  industrial  average 
id  82  points  on  May  18,  and 
ars  proclaimed  that  the  long- 
e  pullback  had  begun.  But 
l-off  brought  in  bargain- 
s,  and  by  May  24,  both  the 
id  the  Standard  &  Poor's 
ock  index  recouped  and 
d  new  highs.  Also  on  May  24, 
^ernment  reported  a  huge  fall 
ibie  goods  orders.  That  trig- 
3  powerful  bond  rally,  but  it 
ised  concerns  about  whether 
)noniy's  "soft  landing"  might 
to  a  recession. 


STOCKS 

May  Nov. 


May    May  18-24 


92-week  change 

+  15.8% 


1 -week  change 
-^0.3% 


BONDS 

May  Nov. 


May     May  18-24 


•  530 
'  528.61 


52-week  change 
+6.8% 


THE  DOLLAR 

May  Nov. 


May     May  17-24 


52-week  change 

-8.7-0 


1 -week  change 
+0.4% 


EKET  ANALYSIS 


%  change 

TOCKS 

Latest 

Week 

52-week 

]NES  INDUSTRIALS 

4438.2 

0.4 

18.2 

I  COMPANIES  (S&P  MIdCap  Index) 

190.1 

-0.2 

11.5 

COMPANIES  (Russel!  2000) 

272.4 

-0.1 

9.7 

MPANIES  (Russell  3000) 

300.4 

0.2 

14.3 

%  change  (local  currency) 

GN  STOCKS 

Latest 

Week 

S2-week 

N  (FINANCIAL  TIMES  100) 

3327.3 

0.9 

10.1 

(NIKKEI  INDEX) 
ro  (TSE  COMPOSITE) 


15,970.8 
4441.2 


-3.0 
1.6 


-22.7 
3.5 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.83% 

5.83% 

4.26% 

30-YEAR  TREASURY  BOND  YIELD 

6.74% 

6.86% 

7.36% 

S&P  500  DIVIDEND  YIELD 

2.55% 

2.52% 

2,79% 

S&P  500  PRICE/EARNINGS  RATIO 

16.3 

16.2 

20.1 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

477.9 

476.3 

Positive 

Stocks  above  200-day  moving  average 

69.0% 

71.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.67 

0.62  r 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.26 

1.16 

Positive 

USTRY  GROUPS 


lONTH  LEADERS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 
l-month  12-month 


Strongest  stock  in  group 


%  change 
l-month  12-month 


Price 


ICONDUCTORS 

25.3 

68.7 

NATIONAL  SEMICONDUCTOR 

46.7 

42.0 

27^8 

lEBUILDING 

24,8 

3.5 

PULTE 

32.9 

16.0 

27 1/4 

PUTER  SOFTWARE 

11.2 

52.5 

MICROSOFT 

18.0 

81.1 

88^2 

CIALTY  CHEMICALS 

11.2 

26.4 

W.R.  GRACE 

21.2 

55.6 

63 

HINE  TOOLS 

10.6 

3.0 

GIDDINGS  &  LEWIS 

17.4 

-22.0 

173/4 

ONTH  LAGGARDS 

%  change 
l-month  12-month 

Weakest  stock  in  group 

%  change 
l-month  12-month 

Price 

ISPORTATION  SERVICES 

-6.8 

-9.0 

PinSTON  SERVICES 

-16.1 

-7.8 

23 '/2 

UFACTURED  HOUSING 

-5.7 

-2.9 

FLEETWOOD  ENTERPRISES 

-7.2 

-3.5 

20^8 

s 

-5.1 

-23.0 

UNITED  HEALTHCARE 

-10.2 

-24.5 

36  V4 

URETIME 

-3.6 

-11.1 

BRUNSWICK 

-10.2 

-24.2 

18^/4 

1  MINING 

-3.5 

-7.0 

HOMESTAKE  MINING 

-9.7 

-20.3 

I6V4 

'UAL  FUNDS 


MORNINGSTAR  INC 


DS 

«k  total  return 


% 


LITY  SELECT  ELECTRONICS  17.6 

VlASTER  EMERGING  AMERICAS  13.9 

<MAN  COMMUNICATIONS  &  INFORM.  A  13.7 

<  total  return  % 

;MAN  COMMUNICATIONS  &  INFORM.  A  76.4 

.NCE  TECHNOLOGY  A  60.9 

.ITY  SELECT  ELECTRONICS  58.1 


LAGGARDS 
Four^eek  total  return 


DFA  JAPANESE  SMALL  COMPANY 
UNITED  SERVICES  GOLD 
T.  ROWE  PRICE  JAPAN 
S2-week  total  return 


-10.4 
-8.4 
-8.3 
% 


MONITREND  GOLD  -41.8 
STEADMAN  OCEANOGRAPHIC  TECHNOLOGY  -36.3 
AMERICAN  HERITAGE  -34.2 


4-week  total  return 


S&P  500  Jst^:,-  Average  fund 

52-week  total  return 


TIVE  PORTFOLIOS 


mounts  represent  the 
value  of  $10,000 
one  year  ago 
portfolio 

ages  indicate 
total  returns 


U.S.  stocks 
$11,911 

+0.08% 


J. 

Treasury  bonds 

$11,457 

+0.03% 


m 

Foreign  stocks 

$11,127 

-1.59% 


■m 

Money  market  fund 


$10,522 

-t-0.17% 


DRI/McGRAW-HILL 


Gold 

$9,845 

-0.48% 


:  page  are  as  of  market  close  Wednesday,  May  24,  1995,  unless  otherwise  indicat- 
lups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar- 


ket close  May  23.  Mutual  fund  returns  are  as  of  May  19.  Relative  portfolios  are  valued  as  of  May 
23.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised  NA=Not  available 


Editorials 


TRADE:  WHY  THE  EXPERTS  ARE  WRONG 


Discussions  about  trade  have  a  way  of  degenerating  into 
economic  mumbo  jumbo.  Well  aware  that  most  people 
don't  know  the  first  thing  about  how  to  translate  dollars 
into  yen,  much  less  figure  out  why  the  trade  deficit  is  so  lai'ge, 
some  economists  and  trade  mavens  ft*equently  tum  to  elab- 
orate economic  explanations  that  confuse  rather  than  clarify. 

The  cuiTent  dispute  between  Japan  and  the  U.  S.  is  no  ex- 
ception. Having  been  lambasted  for  contemplating  the  impo- 
sition of  stiff  tariffs  on  Japanese  luxuiy  cars  and  thereby 
thi-eatening  the  end  of  the  world's  free-trade  system,  the 
U.  S.  is  being  skewered,  yet  again,  for  mismanaging  its  own 
economic  house.  In  the  national  income  accounts,  the  experts 
opine,  savings  equals  investment,  and  without  enough  savings 
there's  not  enough  investment,  and  without  enough  invest- 
ment there  isn't  enough  growth.  U.  S.  savings  are  too  low,  the 
budget  deficit  too  high,  consumption  exceeds  income,  and 
imports  of  goods  and  capital  outweigh  exports.  Hence  the 
trade  deficit  and  the  capital-account  deficit.  The  Japanese, 
by  contrast,  are  champion  savers,  which  explains  their  mam- 
moth trade  surplus. 

True,  the  U.  S.  savings  rate  trails  that  of  Japan.  But  there 
ai'e  two  problems  with  this  cascade  of  explanations.  First,  eco- 
nomics-textbook truisms  are  about  as  useful  as  observing 
that  a  rose  is  a  rose  is  a  rose.  They  don't  say  anything  about 
cause.  For  instance,  if  America  exported  more  to  Japan,  in- 
comes would  be  higher,  and  Americans  might  save  more. 
And  the  Japanese  might  well  save  less  if  they  could  spend 
more  income  on  cheap  imports. 

Second,  the  analysis  is  tired.  Look  at  what  has  happened  in 
America  over  the  past  decade.  The  dollar  has  plunged  64% 
against  the  yen  since  1985.  The  budget  deficit  will  amount  to 


about  2.6%  of  gi'oss  domestic  product  this  year,  down  jK 
5.4%  in  1985.  There  has  been  an  investment  boom,  prodil 
ity  is  up,  and  Corporate  America  is  piling  on  the  pijs 
Yet  the  U.  S.  still  has  a  yawning  trade  deficit  with  Japar^ 
still  would  even  if  it  did  everything  the  experts  recommejd 
shore  up  savings  and  cut  the  budget  deficit.  ; 

That's  because  economics  is  not  the  issue  here.  It's  aL 
of  market  access,  pure  and  simple.  The  mercantilist  Jap; 
export  to  the  world  while  shielding  their  home  market, 
ica  keeps  trying  to  break  that  market  open.  The  Japj 
meanwhile,  retain  virtually  unfettered  access  to  the 
market.  Lawi'ence  Chimerine,  managing  director  at  thej 
nomic  Strategy  Institute,  estimates  that  if  Japan's  m. 
were  to  be  totally  open,  the  annual  U.S.  trade  deficit  wi 
pan  would  amount  to  only  $15  billion,  instead  of  the  $64 
it  is  today. 

To  be  sui'e,  autos  may  not  be  the  cleanest  unfair- 
case  the  U.  S.  has  against  Japan.  American  caiTnakers 
push  hai'der  to  offer  right-hand-drive  models  and  could 
more  of  an  effort  to  open  dealerships  in  Japan.  And  it'i 
the  unilateral  action  seems  to  undei-cut  the  new  World 
Organization — although  the  U.  S.  has  just  made  cleai' 
abide  by  the  wro's  naling. 

No  less  a  free  trader  than  the  Scottish  economist 
Smith  wTote  that  when  a  foreign  nation  imposes  "high 
or  prohibitions"  on  imports,  then  "revenge  naturally  dij 
retaliation."  That  is,  "we  should  impose  the  like  duti- 
prohibitions  upon  the  importation  of  some  or  all  o:  „ 
manufactures."  The  object?  "Repeal"  of  those  prohib 
Fairness  and  reciprocity,  not  macroeconomics,  are  the 
at  hand. 


THE  SEC  NEEDS  TO  POLICE  I-WAY  INVESTING 


There's  a  brave  new  world  that  Congress  couldn't  have  en- 
visioned when  it  created  the  Securities  &  Exchange 
Commission  in  1934.  Now  in  its  infancy,  the  world  of  ordine  in- 
vesting promises  to  democratize  the  research  and  trading 
activity  that  Wall  Street  firms  have  worked  assiduously  to 
shroud  in  mystery,  in  order  to  keep  investors  large  and  small 
in  their  thrall.  It's  about  time. 

As  our  intrepid  Net-surfer  Gaiy  Weiss  found,  online  invest- 
ing offers  a  leg  up  to  the  little  guy  who's  willing  to  invest  his 
time  and  energy  (page  64).  Information  about  companies, 
products,  and  stocks — free,  unadulterated,  and  largely  un- 
biased by  the  views  of  conventional  research  analysts — rico- 
chets across  the  bulletin  boards  of  the  I-Way.  Prospectuses 
can  be  downloaded  in  a  trice.  Stock  market  letters,  replete 
with  plugs  and  pans,  can  be  pored  over.  And  stocks  may  be 
bought  and  sold.  For  now,  most  big-name  firms  have  steered 
clear  of  the  Net — which  makes  plain  sailing  for  the  few  dis- 


count  brokers  that  operate  through  online  semces.  Thi: 
flash  in  the  pan:  The  number  of  online  brokerage  acco 
expected  to  double  in  the  next  thi'ee  years,  from  600, 
1.3  million. 

But  the  virtual  world  of  investing  isn't  without 
falls.  Just  as  in  the  real  world,  it  pays  to  be  cautious.  I 
misinformation — often  obvious  and  easily  spotted — pas; 
company  or  product  news.  More  serious  is  the  potent 
abuses  by  scam  artists.  Boiler-room  antics  are  easily  ai 
to  the  I-Way.  So  the  sec,  which  now  has  just  a  han^ 
folks  pei-using  investor  bulletin  boards,  needs  to  keep  ; 
watchful  eye  on  this  growing  phenomenon.  Meai 
the  budget-cutters,  led  by  Senator  Phil  Gramm  (R 
are  suggesting  that  the  budget  for  the  sec,  now  a 
milhon,  should  be  reined  in.  But  when  a  whole  new* 
of  investing  is  aborning,  this  is  no  time  to  hamstri; 
agency. 
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HOW  TO  MAKE 
MULTIMEDIA  CONNECTIONS 
CHILD'S  PLAY 


contused  about  which  way 
to  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  qD   Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
Df  ATM  chips.  qD   Services  like  video-on-demand  and 
iong-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
qD   So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia  investment.  We  can  help 
you  make  getting  up  to  speed , 
child's  play. 
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FU  ITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Before  you  blame  your  short-term  memory,  cast  your  eyes  on  the  Lexus  GS  300.  Underneath  its  dn 
suspension  designed  to  maximize  its  formidable  grip  on  the  pavement.  To  find  the  Lexus  dealer  nc  ' 


Cover  Story 


66    THE  FUTURE  OF  MONEY 

E-cash  could  transform  the  financial  life 
of  consumers,  giving  them  a  cheap,  fast, 
and  convenient  currency.  But  the  new 
money  may  also  shake  the  global 
financial  system  to  its  core — posing  a 
threat  to  banks  and  even  governments 

72    CALL  IT  EHVIONEY  MANAGEMENT 

Technology  is  quickly  changing  how  we 
deal  with  our  personal  finances 

78    PATROLLING  CYBERSPACE 

E-money  may  be  too  slippeiy  to  keep 
track  of — and  the  watchdogs  are  woiried 

News:  Analysis  &  Commentary 

32    NEWTS  NEW  CONTRACT 

Many  of  Gingi-ich's  reforms  are  already 

in-  full  swing.  So  where  is  his  revolution 

lieaded  next? 
34    SPEAKING  WITH  THE  SPEAKER 

Gingrich:  "The  key  is  leading  the 

culture,  not  the  government" 
36    BILL  CLINTON'S  WORLD  OF  TROUBLE 

From  Cliina  to  Bosnia  to  Japan, 

his  foreign  policy  is  drawing  flak 


38  KERKORIAN'S  RETREAT 

He  pulls  back  his  bid  for  Chrysler  but 
vows  to  keep  up  pressure — and  some  on 
Wall  Str-eet  say  he's  not  through 

39  SEARS:  BACK  ON  MAIN  STREET 

As  consumers  forsake  the  mall,  the 
retail  giant  is  opening  new  shops  in 
commercial  strips  and  small  towns 

40  DESIGN  FLAW  OR  PILOT  ERROR? 
After  ;->3  fatal  crashes,  federal 
investigators  keep  pressuring  the  faa 
to  gi'ound  Robinson  Helicopter 

41  MAYTAG  CLEANS  OUT  A  DAMNED  SPOT 
Selling  the  appliance  maker's 
money-losing  Hoover  Europe 
subsidiary  has  analysts  cheering 

41  HAVE  HOUSE,  WILL  TRAVEL 

Toll  Brothers,  a  top  U.  S.  builder  of 
luxury  homes,  ventures  out  of  the  East 

42  '21'  FOR  SALE 

At  the  New  York  landmark,  a  burger 
will  set  you  back  $21.50.  The  club  is 
priced  just  as  extravagantly 
46    IN  BUSINESS  THIS  WEEK 

Philip  Moms,  I'C  stocks,  Boeing's  coup, 
Sallie  Mae,  Alcatel's  new  boss,  Jere 
Stead  and  Legion's  buyout,  iced  coffee 


International  Busine; 


50    SOUTH  AFRICA 

American  companies  that  hor 
the  sanctions  to  help  defeat 
are  way  behind  those  that  di( 

52  MEXICO 

Will  sell-offs  and  consolidatioi 
save  the  banking  system? 

54  CANADA 

Voters  are  "mad  as  hell"  at 
leftist  Premier,  Robert  Rae 

56  COMMENTARY 

When  will  Japan's  Finance 
the  banks  fi-ee? 

60    INTERNATIONAL  OUTLOOK 
Hong  Kong:  Beijing  is  alread 
the  media 

Economic  Analysis 

24    ECONOMIC  VIEWPOINT 

Kuttner:  You  could  drive  a  L 
through  the  holes  in  the  WTOi 
28    ECONOMIC  TRENDS 

Stock  liquidation,  why  it's  toi 
a  cab  in  New  York,  slower  pi 
gi-owth,  state-of-the-art  pig  ff 


4  BUSINESS  WEEK  /  JUNE  12,  1995 


W CONTRACT 

e  Newt's 
jtion  is 

jdnext  page  32 


THE  SHAPE  OF  TAX  REFORM 

Radically  different  plans  are  vying 
for  public  support  page  84 


APPLE'S  BITE 

CEO  Spindler 
has  a  slew  of 
new  products. 
He'll  need 

them  page  98 


AFTER  APARTHEID 
U.S.  companies  that 
pulled  out  are  trying 

to  catchup  page 50 


COMING  HOME 

Adoption:  A  long  and 
winding  road  that  leads 
to  a  happy  ending  page  102 


CATALOG 


^--V  CRAZY 


These 
days,  the 
Japanese 
are  sending 

??iitfor 
American 

page  61 


NESS  OUTLOOK 

the  Fed  overtighten?  Not  if  you 
with  both  eyes 

^ernment 

»<INGTON  OUTLOOK 

ommunications  reform:  The  call 
finally  go  through 
lORE  1040s? 

;  schemes  for  changing  the  tax 
would  eliminate  the  iRS  altogether 


•keting 


H  DIALS  1  800  BUYAMERICAN 

strong  yen  and  Western  tastes 
U.S.  catalogers  in  clover 

pie 

A  SMITH  TO  THE  ER' 

"pharmaco-economist"  Paul  .Just 
lospitals'  drug  costs 


Ell  Affairs 


>  XPLOSION  IN  PRIVATE  JUSTICE 

'  nd  for  civil  arbitration  to  reduce 
of  litigation  is  fueling  the 
ii  iif  a  new  industry 


89    THIS  RENT-A-JUDGE  LOVES  HIS  WORK 

And  why  shouldn't  he?  His  income 
has  doubled 


92 


93 


94 


The  Corporation 


90    HAS  PAUL  KAHN  LOST  HIS  TOUCH? 

AT&T's  credit-card  whiz  wanted  to  lam 
his  own  show.  He  got  his  wish,  but... 


Entertainment 


COMSAT  ON  ICE 

Hoops,  Hollywood,  now  hockey.  How 
much  showbiz  can  the  satellite  handle? 

Science  &  Technology 

DEVELOPMENTS  TO  WATCH 

Chicken  feed,  3-D  modeling,  talking 
wallets,  a  portable  toxic-waste  lab 
IS  MEDICARE  BEING  TOO  CAREFUL? 

Its  refusal  to  cover  certain  experimental 
devices  is  triggering  outrage 

Information  Processing 

22    TECHNOLOGY  &  YOU 

More  PC  power  is  making  optical 
character  recognition  a  reaHty 


98    APPLE  PLAYS  OFFENSE 

The  personal-computer  maker  is 
fighting  an  uphill  battle  to  fend  off 
Microsoft  and  other  rivals 

Personal  Business 

102    THE  ADOPTION  MAZE 

Tips  for  adopting  foreign  and  U.  S.  kids, 
and  solace  when  things  go  wrong 

Features 

6    UP  FRONT 
14    READERS  REPORT 
16    CORRECTIONS  &  CLARIFICATIONS 
20  BOOKS 

Wise:  Nightmover 
Weiner,  Johnston,  Lewis:  Betrayal 
Adams:  Sellout 
82    INSIDE  WALL  STREET 
All  juiced  up  at  Od walla 
Stillwater's  mine  runs  deep 
Pecking  at  Boston  Chicken 

107  BUSINESS  WEEK  INDEX 

108  INDEX  TO  COMPANIES 

109  INVESTMENT  FIGURES  OF  THE  WEEK 

110  EDITORIALS 

A  flat  tax  America  might  buy 


up  Front 


EDITED  BY  MICHAEL  MANDEL,  WITH  OLUWABUNMI  SHABI 


WHEELS 

WILL  PETE  WILSON 
ZAP  ELECTRIC  CARS? 

CALIFORNIA  GOVERNOR  PETE 

Wilson  may  pull  the  plug  on 
the  Golden  State's  clean-air 
mle  forcing  a  reluctant  De- 
troit to  sell  electric  vehicles 
there  by  1998.  The  Big  Thi-ee 
auto  makers  fret  that  they 


AN  EV:  Is  California  dreaming? 


will  lose  millions  because 
clean-running  electric  cars 
will  cost  too  much  and  can't 
travel  far,  so  consumei's  won't 
buy  them.  A  source  close  to 
the  Wilson  camp  says  he 


"wants  to  maintain  the  over- 
all clean-ail'  program,  but  he's 
taking  a  serious  look  at 
whether  this  one  component 
makes  sense."  And  if  not, 
"there  will  be  some  trade- 
offs, bringing  in  other  tech- 
nologies." 

Wilson  can't  change  federal 
air  standards  that  led  to  the 
electric-car  mandate.  But  his 
appointees  control  the  11- 
member  California  Air 
Resources  Board, 
wliich  under  his  prede- 
cessor ordered  that  2% 
of  new  vehicles  sold  in 
the  state  be  elective  by 
1998,  and  10%  by  2003. 
They  would  have  to 
find  another  way  to 
meet  the  U.  S.  air 
standards. 

Detroit  figures  Re- 
publican Wilson  is  wor- 
ried the  EV  mandate 
could  prove  a  habihty 
in  a  Presidential  campaign 
among  regxilation-hating  con- 
ser-vatives.  Wilson  aides,  how- 
ever, deny  that  there  are  po- 
litical motives  here.  David 
Woodruff  and  Eric  Schine 


REALITY  CHECK 


ECONOMIC  SOOTHSAYERS 

are  well  known  for  their  con- 
fident predictions  on  the 
course  of  interest  rates.  Now 
comes  the  latest  consensus 
from  the  Blue  Chip  Financial 
Forecasts — a  survey 
of  50  economists 


and  financial  institutions. 
According  to  this  prognosti- 
cation, interest  rates  on  30- 
year  Treasury  bonds  will  be 
about  7%  during  the  spring 
of  1996.  That's  just  slightly 
higher  than  cur- 
rent levels. 


IN  REALITY,  pre 

dieting  interest  rates 
is  much  like  shoot- 
ing a  gun  out  of  a 
window  and  hoping 
a  game  bird  flies  by.  " 
Forecasters  have 
missed  all  major 
interest-rate  moves 
of  the  past  three  years,  and 
long-term  studies  show  no 
signs  that  economists  do  any 
better  than  chance.  The  rea- 
son? Long-term  rates  are  set 


in  financial  mar- 
kets, which  are 
driven  largely  by 
investors'  expec- 
tations. While 
'    economists  are 
good  at  forecast- 
ing fundamentals 
such  as  gross  do- 
mestic product  and  inflation, 
they  can't  track  market  psy- 
chology. With  long-term 
rates,  they  assume  tomorrow 
will  be  much  like  today. 


TALK  SHOW  t'We  have  been  Chrysler's  largest  sharehofet. 
for  nearly  five  years  and  remain  committed  to  maximizing 
ue  for  all  shareholders."  — AlexYemenidjian,  anaideofKir 
Kerkorian,  who  withdrew  his  $20  billion  bid  for  Chrysler 

CAMPAIGN  '96 

MY  WEB  CAN  LICK  YOUR  WEB 


A    WEB    WAR    IS  BREWING 

among  GOP  White  House 
hopefuls.  Phil  Gramm  and 
Lamar  Ale.xander  are  the 
lirst  contend 


his  was  the  fii'st  publicl 
nounced,  on  May  23. 

Alexander's  Internet 
box  includes  position  pj 
and 


ers  to  open 
home  pages 
on  the  Inter- 
net. While 
others  may 
follow,  the 
two  pioneer- 
ing cybeipols 
are  bickering 
over  brag- 
ging rights. 
Ex-Education 
Secretaiy  Al- 
exander 
(http://www. 

Nash-   

ville.net/ "  lamar),  who  totes  a 
laptop,  says  his  Web  site 
opened  on  May  12,  with  no 
fanfare.  However,  Texas 
Senator  Gramm  (http://www. 
gTamm96.org)  counters  that 


□ 

□ 

i  i  ' 

ONLINE:  Gramm,  Alexander 


footage 
ing  to 
augurati 
Tenness 
governo 
The 
border 
plaid, 
like  his 
nel  si 
Gramm 
crows 
more  p 
(10,000- 
have  us( 
site  thai 
of  Alexander  (who 
8,500).  Gramm  includes 
bites  and  his  voting  i 
Users  also  can  sign  up 
for  both  candidates' 
paigns.  Richard  S.  Dun 


BILL'S  BUNCH 


HE'S  NO  LAURA  TYSON 


LAURA     TYSON     MAY  HAVE 

shifted  to  a  lower-profile  job, 
but  don't  look  for  her  to  fade 
from  public  view.  One  reason: 
Her  likely  successor  as  chair 
of  the  Council  of 
Economic  Advisers 
is  Joseph  Stiglitz. 
Wliile  he's  an  emi- 
nent economist. 
Stiglitz  prefers  dis- 
cursive academic 
exchanges  over  the 
sound  bites  de- 
manded of  the 
Clinton  Adminis- 
tration's frontline 
economic  spokes- 
person. Tyson,  an 
articulate  economist 
from  Berkeley,  has  moved  to 
the  National  Economic  Coun- 
cil, which  coordinates  econom- 
ic policymaking  in  the  Cabi- 
net. Robert  Rubin,  who 
moved  from  the  .NEC  to  be- 


STIGLITZ: 

next  CEA 


come  Treasury  Secretar 
also  command  airtime  b; 
tue  of  his  clout. 

Stightz,  52,  on  leave 
Stanford  University,  is 
sidered  a  pot 
Nobel  prize\ 
for  breakthi 
work  on  the 
of  informati( 
the  markets 
credit  and 
as  well  as  stj 
of  public  fim 
and  taxation  - 
during    his  - 
years  with  thiA 
ministration, 
has  acquired 
as  a  "mad  pJt 
sor,"  according  to  one  ^hi 
House  aide.  "His  ecoi; 
advice  is  fabulous.  Bu, 
ask  yourself:  Is  this  thg 
you  want  out  in  front  <rt 
cameras?"    Mike  McM* 


Likely 
head 
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Piny  had  the  hard  part. 
Scanning  it  was  easy. 


N  H  M  H  G  iRICn 


Introducing 
HP  ScanJet  Scanners 

They're  simple  to  set  up.  Even  simpler 
to  operate.  And  with  software  that 
makes  scanning  more  automatic, 
using  HP  ScanJet  scanners  has  never 
been  easier  The  new  HP  ScanJet  3c 
now  offers  internal  30-bit  color  at 
2400-dpi  enhanced  resolution  (600- 
dpi  optical),  and  also  includes  free 
Corel  PHOTO-PAINT  for  PCs!  The 
HP  ScanJet  3p  delivers  1200-dpi 
enhanced  resolution  (300-dpi  optical). 
Both  come  with  OCR  software.  For 
more  information,  call  1-800-SCANJET, 
Ext.  9232.' 


Grayscale 
Now  only  $399 


Color- $1,179 


The  easiest  thing 
you'll  do  all  day. 


NLirs,  free  Adobe  Photoshop  LE  '"  Suggested  L'S  list  pru-es  'In  Canada,  call  1-800-387-3867,  Ext.  933.S  4)1995  Hewlett-Packard  Company  I'I-:125.'Ij 


Up  Front 


BOOK-OF-THE-DAY  CLUB 

REENGINEERING 
ROYALTIES  

THE  REENGINEERING  GURUS 

seem  to  have  streamlined  the 
book-wiiting  process  as  well. 
Tu'o  years  after  its  publica- 
tion, Reengineering 
the  Corporation , 
coauthored  by  Mi- 
chael Hammer  and 
James  Champy,  is 
No.  2  on  the  busi- 
ness WEEK  paper- 
back Best-Seller 
List,  and  two  prog- 
eny are  on  the  list 
as  well.  The  Re- 
engineering  Revo- 
lution is  Hammer-'s 
"how  to"  sequel,  while 
Champy  has  written 
Reengineering  Man- 
agement to  show  whei'e  the 
fu'st  book  went  wrong.  Also, 
Hammer  has  yet  another 
book  due  out  this  fall. 

What's  going  on?  The  ong- 
inal  Reengineering'^  phenom- 
enal sales  of  over  2  million 


copies  in  17  languages  haven't 
exactly  discouraged  sequel- 
writing.  According  to  Ham- 
mer, reengineering  has  be- 
come "an  institutionalized 
movement"  about  which 
"there's  a  great  hunger  for 
useful  information."  To  meet 
it  promptly.  The  Reengineer- 
ing Revolution,  for  example, 
was  written,  edit- 
ed, and  printed  in 
only  six  months. 
Has  the  demand 
peaked?  Lisa 
Berkowitz,  a 
spokeswoman 
for  Harper- 
Collins, which 
is  the  pubhsh- 
er  for  Hammer 
and  Champy, 
notes  that  the 
concepts  are 
still  trickling 
down  to  smaller 
businesses  and 
that  the  authors  are  ever  in 
the  process  of  discovering 
"how  reengineenng  is  chang- 
ing, depending  on  its  applica- 
tion." In  short,  you  ain't  seen 
nothin'  yet.       Hardy  Oreen 


-WAY  PATROL 


THE  ONLINE  TAXMAN  COMETH 


CAN   TAX   COLLECTORS  GET 

their  hooks  into  cyberspace? 
As  more  companies  do  busi- 
ness online,  states  are  slaver- 
ing. Their  problem  is  that  a 
seller-  cannot  be  forced  to  col- 
lect sales  tax  for 
a  state  unless  it 
has  a  "physical 
presence"  there, 
such  as  employ- 
ees or  property, 
notes  Michae 
Lippman,  part- 
ner at  KPMG 
Peat  Maiwick.  The  same  mle 
applies  to  catalog  sellers  such 
as  L.  L.  Bean,  which  only  col- 
lects sales  tax  from  Maine 
residents. 

Some  i^tates  are  mulling 
ways  to  expand  the  definition 
of  presence  to  customers'  PC 
screens.  "As  commerce  goes 
more  electronic,  there's  a  lot 


of  revenue  escaping  taxation," 
says  Michael  Goral,  an  attor- 
ney at  the  Multistate  Tax 
Commission,  which  coordi- 
nates state  tax  policies. 
"We're  not  looking  to  tax 
anything  new," 
says  Tim  Leath- 
ers, the  Arkan- 
sas official  who 
chairs  the  MTC. 
"We're  just  fol- 
lowing changes 
in  the  industiy." 

But  don't  tell 
that  to  online 
merchants.  "The  MTC 
is  flirting  with  saying  that  a 
flow  of  electrons  is  physical 
presence,"  contends  Robert 
Levering,  senior  vice-presi- 
dent of  the  Direct  Marketing 
Assn.  "What  they  want  to  do 
is  extend  it  to  metaphysical 
presence."  □ 


"  Its  sawiORcaH...  he  waw?  vm&we  we  amm-Cerf^  Kmi  m  in  here,.. 


INFLUENCE  PEDDLERS 


WHO  SAID  THE  POOR  D0N7  HAVE  LOBBYIS 


AS  THE   GOP  CONGRESS 

attacks  social  spending, 
effective  opposition  is 
coming  from  Corporate 
America's  poverty  lob- 
by—companies that  gain 
from  federal  spending  on 
the  poor.  For  example, 
the  $L3  biUion  ener- 
gy-assistance program 
seemed  dead  after  the  food 
House  passed  its  1995 
spending  cuts.  But  utilities 
pressiu'ed  Northeastern  sena- 
tors, and  $1  billion  emerged 
from  House-Senate  negotia- 
tions. "We  reminded  them 
that  this  is  a  program  to 
which  we  attach  a  lot  of  im- 
portance," says  John  Spark- 
man,  a  lobbyist  for  Pennsyl- 
vania Power  &  Light. 

Likewise,  the  food  in- 
dustry stopped  the 
$27  bilHon  food- 


's^, coupon* 
STAMPS:  >(/<■(  (/  hy  agri 

stamp  program  from 
turned  over  to  the  s' 
thus  handing  the  gop 
its  few  welfare  reforn 
backs.  Fai'mers  and  pi 
sors  don't  want  govema 
ciding  to  pay  out  benel 
cash,  which  could  cut 
sales.  Says  a  Democra 
staffer:  "We've  just 
take  our  friends 
we  can  find 
Mike  McN 


WHERE  PAYCHECKS 
ARE  GROWING  FASTEST 

economic  expansion  hasn't  been  a 
bonanza  for  workers.  Here  are  the  industries 
with  the  biggest  wage  gains  in  1989  and  1995. 

PERCENT  CHANGE  OVER  PREVIOUS  YEAR  IN  REAL  HOURLY  WAGES* 


1989,  Ql 
LEGAL  SERVICES 


HEALTH  SERVICES 


COMPUTER  SERVICES 

INSURANCE 

BANKING 


1995,  Ql 
MOTION  PICTURES 


TOBACCO  PROOUCTS 


INSURANCE 
COMPUTERS 
RECREATION  SERVICES 


0  2  4  6 

•NONSUPERVISORY  AND  PRODUCTION  WORKERS 


0 


2  4  6 

DATA.  UBOR  DEPT ,  BUSINESS  WEE 


FOOTNOTES  Square  feet  of  space  in  average  new  single-family  home:  1984:  1,780;  1994:  2,11 
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Depth 

'When  your  roots  are  deep 
in  local  markets,  you  see 
opportunities  others  may 
miss.  You're  in  the  mid- 
dle of  every  important 
flow.  That's  why  investors 
call  us  -  we  trade  ideas, 
not  just  bonds." 


J.  p.  Morgan  and  its  subsidiaries 
offer  investors  what  few 
other  firms  can:  An  active 
presence  in  12  major  centers 
around  the  world.  Market- 
making  leadership  in  virtually 
every  U.S.  and  international 
fixed  income  asset  class.  And 
a  worldwide  team  of  nearly 
1,000  analysts,  marketers, 
and  traders  who  combine 
local  intelligence  and  global 
performance  to  give  clients 
solutions  of  unusual  depth. 


income  trading  floor,  Milan 


J  P  Morgan 


Readers  Report 
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A  PLAIN-FOLKS 

WINE  MERCHANT  

Hats  off  to  Geerlings  &  Wade,  one 
of  yom-  "Hot  gi-owth  companies"  (Covei,' 
Stoi-y,  May  22).  They  provide  a  useful 
service  helping  ordinary  folks  into  the 
world  of  wine. 

Wine  stores  often  suffer  from  an  at- 
mosphere of  elite,  special  knowledge. 
Geerlings  &  Wade  gives  customers  a 
description  of  the  wines  it  offers,  often 
including  taste-test  results.  While  its 
sei-vice  is  great  for  the  wine  enthusiast, 
it  is  invaluable  for  the  novice  who  needs 
help  making  informed  selections.  It's 
good  to  see  such  a  company  succeed. 
We  need  more  of  them. 

Jesse  J.  Jimenez 
San  Diego 

RUSH  MADE  ME 

READ  IT  

As  owner  of  a  talk  radio  station  that 
has  caiTied  Rush  Limbaugh  since  Sep- 
tember, 1988,  I  thank  you  for  such  a 
great  job  of  wi-iting  about  our  industry 
("Eveiybody's  talWn'  at  us,"  Media,  May 
22). 

I  don't  nonnally  read  BUSINESS  WEEK, 
but  having  heard  Rush  mention  the  ar- 
ticle, I  sought  it  out.  Just  like  I  bought 
Breathe  Right  for  my  wife  after  healing 
Rush  talk  about  it. 

Radio  is  a  powerful  medium,  and  it 
always  has  been.  Talk  is  just  awakening 
the  power  it  always  had  but  which  tend- 
ed to  be  lost  in  the  sound-alike  music 
foiTnats  that  have  ruled  the  air-waves 
in  the  past. 

Robert  L.  Vinikoor 
General  Manager 

WXTK,  AM  &  FM 

New  London,  N.  H. 

HOW  THOSE  CAR  TARIFFS 

COULD  BACKFIRE  

I  think  that  the  "worst-case  scenario" 
you  describe  in  "Your  move,  Japan," 
(News:  Analysis  &  Commentary,  May 
22)  is  much  too  tame.  After  trade  sanc- 
tions go  into  effect,  Tokyo  could  retaliate 
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by  cutting  its  purchases  of  U.  S.  Trts- 
ury  bills  and  bonds.  With  the  resultig 
lower  demand,  bills  and  bonds  wold 
drop  in  price,  driving  up  yields,  'ae 
last  thing  that  .America  needs — withfe 
high  rate  of  government  borrowig 
slowing  economy,  and  overexteni- 
stock  market  and  bond  market — is 
ing  interest  rates. 

I  believe  we  should  go  to  the  W( 
Trade  Organization  without  impos 
the  sanctions.  We  don't  risk  losing 
U.  S.  jobs  in  the  meantime. 

Moreover,  it  is  i-idiculous  to  reqi 
another  country  to  buy  our  produ 
Washington  needs  to  remember  t 
competition  is  our  policy.  If  Americ 
don't  want  Japanese  goods  sold  here, 
need  to  produce  products  that  will  {> 
vide  better  value  and  thus  will  persuie 
American  customers  to  choose  them. 

Rick  Zbav 
Fallbrook,  C; 

Your  lead  article  and  the  edito 
"Don't  back  down  on  Japan  now" 
much  about  the  Japanese  auto  marl 
which  is  supposedly  closed.  From 
view,  cars  should  not  be  on  the  agei 

When  I  moved  to  Tokyo  more  t 
two  years  ago,  I  was  disgusted  v 
the  pitiful  effort  of  American  auto  n 
ers  in  Japan,  especially  after  heai 
all  the  U.  S.  complaints  about  ban-ii 
Not  only  were  they  tiying  to  sell  vi 
cles  too  lai'ge  for  Japan's  nairow  strt 
but  also  left-hand-chive  cars  in  a  cour 
where  they  drive  on  the  left. 

American  companies  are  slowly 
proving  their  strategy  and  quality.  \ 
in  businesses  such  as  auto  parts,  t 
need  to  remember  it  is  necessary 
"get  in  bed"  with  Japanese  companit 
they  want  to  be  preferred  supplii 
European  carmakers,  who  have  Id 
more  success  in  Japan,  would  laught 
American  efforts. 

Mark  Ft 
University  of  To 
Research  Center  for  Advan 
Science  &  TechnoL 
To 

On  trade  issues,  business  m 
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The  World  Only  Remembers 
The    One    Who    Did    It  First. 


Twelve  men  walked  on  the  moon. 

Which  one  do  you  remember? 

Neil  Armstrong. 
,'ho  did  it  F  1  R  S  T. 


e  one  wi 


Someday,  another  automotive  system  might  let  you  drive  up  to  50  miles  without  coolant. 

ate  300  horsepower.  ,     ,  i    i  i  i 

Go  100,000  miles  between  scheduled  tune-ups. 

Have  the  control  of  a  Road-Sensing  Suspension.  And  give  you  full-range  Traction  Control  standard. 
But  which  one  will  you  remember? 

The    Northstar  System 

by  Cadillac. 

The  one  that  did  it  FIRST 

The  only  one  that  does  it  today. 


3-4CAD. 


vays  wear  safety  belts,  even  with  air  bags. 
1995  GM  Corp.  All  rights  tcscrvcd. 
OILUQ,  NORTHSTAR® 


Cadillac 

Creating  A  Higher  Standard, 


YOU  KNOW  HOW  YOUR 
STOCKS  ARE  DOING. 

WHAT  ABOUT 
YOUR  BONDS? 

There  aren't  "municipal  bond  pages"  like  there  are  "stock  pages" 

So  how  do  you  know  if  the  value  of  your  municipal  bonds  has  changed? 

Call  Standard  &  Poor's/PSA  Municipal  Bond  Service,  1 -800-BOND-INFO 
(1-800-266-3463),  during  business  hours. 

For  only  $9.95,  you  can  get  25  benchmark  price  quotes  on  outstanding 
bonds,  and  their  current  credit  ratings. 

We'll  be  able  to  help  you  faster  if  you  knovv  the  bond's  name,  the  issuer's 
name,  the  date  of  issuance,  as  well  as  the  interest  rate  and  maturity  date. 

Hiere's  no  other  service  like  this  for  bond  values  -  on  the  spot. 

Call.  Shouldn't  you  be  tracking  your  municipal  bonds  like  you  track  your  stocks? 


THE  VALUE  OF  MUNICIPAL  BONDS  RIGHT  NOW 


BUSINESS  WEEK 
IS  MORE  PLUGGED  IN  THAN  EVER. 


WiseY@aol.com 


"The  online  service  greatly  enhances  an  already 
great  magazine." 


Stevegest8@aoLcom 


"I  have  just  discovered  BusinessWeek  on  America 
Online  (Keyword:  BW)  and  think  it's  incredible!  The 
color  and  graphics  are  very  energetic  and  lively  and 
the  navigating  through  BW  Online  is  easier  than 
anything  I  have  ever  used  before." 



To  plug  into  Bliiiness  Week  Online,  call  1-800-641-4848  for  a  trial 
diskette,  including  10  free  hours  on  AOL.  For  more  information 
or  for  advertising  opportunities,  contact  Cara  Erickson.Vice 
President,  at  212-51 2-4 1 23  or  at  CaraEBW@aol.com. 


(y  19'jS,b/TliL-  M.;G 


Beyond  netvs.  Intelligence. 


Readers  RepoK 
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CORRECTIONS  &  CLARIFICATION 

In  the  tables  that  accompanied 
growth  companies"  (Cover  Story,  May 
the  phone  number  for  Lund  Internati 
Holdings  Inc.  should  have  been  612 
4200;  the  phone  number  for  Portec 
should  have  been  708  735-2800;  an 
phone  number  for  Trend-Lines  Inc.  sh 
have  been  617  853-0900. 


"Guardian  cf  the  famous  and  the  d( 
(People,  May  8)  incorrectly  stated 
trademarks  expire  after  a  certain  tim( 
long  as  they  are  in  continuous  use,  the 
main  valid. 


seems  to  be  too  fixated  on  the  net 
the  U.  S.  to  "beat"  Japan.  Your 
zine  downplays  the  disaster  thai 
surely  come  from  any  major  disn 
in  world  trade. 

A  Lexus  sold  in  the  U.  S.  brings 
efits  not  just  to  Toyota  Motor  Co 
Japan  but  also  to  the  American  d 
the  American  parts  makers  who 
ply  components  for  the  cars,  ar 
course,  the  American  buyer  who 
posedly  chose  the  car  because 
quality. 

Is  anyone  ready  to  argue  that 
can  cannakers  try  as  hard  in  Jap 
Toyota  and  the  others  do  in  Am 
From  an  international  perspecti 
seems  that  America  is  trying  to  g 
force  what  it  could  not  get  by  ore 
effort.  You  are  good  winners  (mici 
cessors,  PCs,  and  softwai'e)  but  verj 
losers  (automobiles). 

John  De 
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The  Wliite  House 
Cuiilereuce  on  Small  Business 

Foilllililliuii  liir  ;i  \r\\  ( iiMitury 
JUNE  1  1-14,  1995  •  WASHINGTON  HILTON  HOTEL,  WASHINGTON,  D.C. 


National  attention  will 
focus  on  Washington, 
D.C.  as  thousands  of 
business  leaders  from 
small  and  growing 
companies  around  the 
country  meet  to  take 
part  in  The  White 
House  Conference  on 
Small  Business  and  the 
1995  National  Small 
Business  Showcase. 


IBM,  AT&T  and  BUSINESS  WEEK  are  proud  to 
show  their  support  for  small  business  during  this 
historic  week  by  underwriting  two  landmark  events 
at  The  White  House  Conference  on  Small  Business. 

*  GLOBAL  WORKPLACES  EXHIBIT.  As  the  Centerpiece 
of  the  1995  National  Small  Business  Showcase  (NSBS),  this 
exhibit  will  spotlight  cutting-edge  technologies,  products  and 
services  that  are  creating  the  future  ....  today. 

*  INTERNATIONAL  DAY  PROGRAM.   Small  business 

leaders  from  around  the  world  will  develop  and  e.xpand  trading 
relationships  between  U.S.  and  foreign  businesses. 


A  COMMITMENT  TO  SMALL  BUSINESS  FROM  OUR  UNDERWRITERS: 


ATsT 


BusinessWeek 


Beyond  nt  irs  lnlell:i!,t'iice 


Co-sponsored  by: 


p^lijiilShpratonl 


Continental  i 

MoTC  airlmc  for  your  money' 


Lotus 


Knoll 


The  1995  NSBS,  Global  Workplaces  Exhibit  and  International 
Day  Program  have  been  developed  and  managed  by: 


PYRAMID 
COMMUNICATIONS 


The  STAR  Group     O  l^^iADEC 


The  Largest  Gathering  of  Small  Business 
Renresentatives  this  Decade. 


Eastm  your  seatbel^^ 
The  21st  Century  is  cleared 

for  tal^eoff. 
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The  entire  airline  industry  stares  as  tlie  plane  taxis  down  the  runway.  No  one  ,  - 
looks  away.  For  this  is  not  simply  another  new  airplane.  This  is  the  one  that  will 
lead  all  other  planes  into  the  future.  This  is  the  new  777,  from  United. 

Those  who  fly  United  most,  know  all  about  this  plane  before  boarding  it. 
Frequent  flyers  participated  in  the  planning  of  the  777.  As  did  the  55,000  employee- 
owners  of  the  world's  largest  airline.  As  did  the  creative  minds  at  Boeing. 

The  777.  Only  on  United.  From  Chicago,  Washington,  D.C.,  Denver, 
London  and  Frankfurt.  Soon,  Paris,  Amsterdam  and  Newark. 

It's  obvious  we  don't  just  work  here.  Come  fly  our  friendly  skies. 


UNITED  Airlines 


Books 


I 


NIGHTMOVER 

By  David  Wise 
HarperCollins  • 


356pp  •  $25 


BETRAYAL  SELLOUT 

By  Tim  Werner,  David  By  James  Adams 

Johnston,  and  Neil  A.  Lewis  Viking  •  322pp  •  $23.95 
Random  House  •  308pp  •  $25 


DUMB  SPY, 

DUMBER  SPYCATCHERS 


The  saga  of  ciA  turncoat  Aldrich 
H.  Ames  would  be  hilarious  were 
it  not  for  its  deadly  consequences. 
Ames  all  but  wore  a  Russian  fur  hat 
to  the  office.  He  was  a  problem  drinker 
who,  among  other  glaring  lapses,  failed 
to  report  on  meetings  with  KGB  agents 
he  was  supposedly  trying  to  recixiit  and 
abruptly  started  buying  Jaguar  autos 
and  a  half-million-dollai'  house,  for  which 
he  paid  cash.  Yet  his  ciA  bosses 
shrugged  off  the  warning  signals  for 
years,  giving  him  jobs  that  provided  ac- 
cess to  their  most  precious  secrets:  the 
files  on  Soviet  agents. 

Consequently,  Ames  be- 
came perhaps  the  most  de- 
structive spy  of  the  cold 
war.  The  information  he 
gave  the  Soviets  led  to  the 
virtual  annihilation  of  the 
agency's  Soviet  network.  At 
least  10  CIA  agents  were  e.x- 
ecuted.  Others  wound  up  in 
prison  camps  or  had  to  flee 
to  the  West.  Ames  also 
compromised  dozens  of  oth- 
er operations,  including  vital 
communications  intercepts. 

But  what  the  Ames  affair  revealed 
about  the  agency  is  even  more  disturb- 
ing. If  the  CIA  was  ever  a  well-honed  in- 
strument of  U.  S.  foreign  policy,  it  isn't 
anymore.  Rather,  it  seems  to  be  a  boozy 
old-boys'  club  overly  concerned  with 
protecting  perks  and  deflecting  scrutiny. 
It  is,  as  David  Wise  wi'ites  in  Night- 
mover:  Haw  Aldrich  Ames  Sold  the  CIA 
to  the  KGB  for  $Jf.6  Million,  "a  tired  bu- 
reaucracy, living  in  the  past,  wearing 
blinders,  and  deeply  flawed." 

This  book  is  one  of  three  that  tell 
the  same  incredible  story  of  a  marginal 
CIA  man  who  became  perhaps  the  great- 
est spy  of  aU.  Nightynover,  whose  author 
has  wiitten  several  previous  books  on 
intelligence,  is  probably  the  most  thor- 
ough treatment.  Betrayal:  The  Story  of 


mmm 

HOWaSrICH  AMES  SOLO  THE  CIA 
TO  THE  KGB  FOR  $4  6  MILLION 


DAVID  WISE 


Aldrich  Ames,  an  American  Spy  is  a 
fast-paced,  vivid  account  of  the  debacle 
by  three  New  York  Times  Washington 
correspondents,  Tim  Weiner,  David 
Johnston,  and  Neil  A.  Lewis.  And  Sell- 
out: Aldrich  Ames  and  the  Corruption 
of  the  CIA  by  James  Adams,  the  Wash- 
ington bm-eau  chief  of  The  London  Smi- 
day  Times,  is  notable  for  its  rich  bio- 
graphical material  on  Ames  and  his 
father,  Carleton,  a  hard-drinking  Asia 
hand  who  had  a  forgettable  ciA  career. 
Adams  also  presents  the  most  detailed 
recominendations  on  reforming  the  CiA. 

But  all  of  these  books  are 
far  moi'e  concerned  with  de- 
scribing the  agency's  flaws, 
as  revealed  in  an  appalling 
case,  than  with  fixing  them. 

The  cia's  first  mistake 
came  in  the  1960s,  when, 
largely  as  a  result  of  the  eld- 
er Ames's  connections,  it 
hired  the  unpromising  Rick 
Ames.  Later,  an  evaluator  de- 
clared that  the  fledgling  case 
officer  did  not  have  the  mox- 
ie  to  recruit  agents  in  the 
field  and  recommended  that  Ames  be 
kept  at  headquarters.  From  early  on, 
there  were  signs  of  trouble.  Ames  got 
blind  drunk  at  parties,  cheated  on  his 
wife,  a  fellow  agent,  and  was  careless 
enough  to  leave  a  briefcase  full  of  secret 
documents  on  the  New  York  subway. 
None  of  this  prevented  Ames  fi'om  re- 
ceiving a  cushy  posting  in  Mexico  in  1981. 
Thei-e,  the  ciA  allowed  him  to  tiy  to  re- 
cmt  a  risky  and  unlikely  target,  a  crack 
KGB  counterintelligence  officer  named 
Igor  I.  Shurygin.  Over  the  next  two 
years,  the  two  men  engaged  in  a  series 
of  marathon  drinking  bouts  at  Mexico 
City  restaurants  with  their  employers' 
consent.  In  the  end,  it  was  Shiuygin  who 
softened  up  Ames  for  recniitment. 

Wise  figures  the  kgb  man  played  on 
Ames's  sense  that  "his  talents  had  not 


THE  STOR-i^ 


ALDRICH 
AN  AMERICA 


TIM  WEIN 
DAVID  JOHN 
and  NEIL  A 


been  adequately  recognized  by  hr 
agency."  But  Ames's  main  motiva:)i 
was  money.  While  in  Mexico,  he  bi 
agency  rules  by  becoming  romantit 
involved  with  an  agency  source,  a 
lombian  cultural  attache  named  M' 
del  Rosario  Casas  Dupuy,  whon 
eventually  mairied.  Back  in  Washin: 
in  1985,  he  became  desperate  for  ca 
the  result  of  a  costly  divorce  se 
ment  with  his  first 
wife  and  Rosario's 
expensive  habits.  So 
he  walked  into  the 
Soviet  Embassy, 
handed  over  secret 
documents,  and 
asked  for  $50,000.  In 
time,  Rosario  Ames, 
who  ultimately  drew 
a  jail  sentence  of 
five  years,  became 
aware  of  his  spying 
and   took   a  keen 
interest  in  its  rewards. 

Once  he  took  money,  Ames  later 
the  Senate  Intelligence  Committe( 
had  crossed  a  line.  I  could  never 
back."  And  he  didn't.  His  next  n 
was  to  eliminate  the  cia's  Soviet  ag 
who  could  have  fingei-ed  him.  He  sti 
a  huge  batch  of  documents  into  s 
ping  bags  and  earned  them  out  of 
agency's  Langley  (Va.)  headquarl 
He  knew  no  one  would  stop  him.  T 
proved  to  be  the  biggest  haul  fo: 
KGB  ever.  Included  wei'e  the  identiti(| 
virtually  all  Soviet  agents  workinj 
the  CIA  and  the  FBI.  Ames  handed 
over  to  a  kgb  contact  in  a  George 
restaurant. 

During  the  next  few  years.  A: 
who  had  become  counterintelligi 
chief  of  the  agency's  Soviet  division-IL 
livered  as  many  as  a  thousand  d|( 
ments  a  year,  more  than  the  kgb 
process.  In  return,  he  received 
ments  totaling  nearly  $3  million,  usi 
in  fat  wads  of  cash.  Nor  did  the|s!i 
lapse  of  the  Soviet  Union  in  1991 
tiu'b  the  relationsliip.  Ames's  pay  ac 
ly  increased  under  the  kgb's  Rus 
successor,  the  SVR. 

Despite  having  lost  so  much,  thfjfe 
did  not  scramble  to  find  the  sourc  fs 
the  leaks.  It  took  a  full  year  i 
agents  began  vanishing  to  assembl 
investigatory  task  force.  The  agi 
didn't  start  seriously  examining  Ar 


bank  accounts  until  1992,  three  y 


ALDRICH  AMES  DID  PERFORM  ONE  SERVICE: 


EXPOSING  THE  CATASTROPHIC  STATE  OF  THE  CU 
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r  an  alaiTned  colleague,  who  knew 
5S  was  one  of  the  few  officers  with 
iss  to  the  blown  Soviet  agents, 
ed  off  the  agency  that  Ames  was 
iding  way  beyond  his  means, 
nee  the  agency  and  then  the  FBI 
ed  in  on  Ames,  nailing  him  wasn't 
'  hartl.  He  never  saw  much  need  to 
areful — he  kept  his  con-espondence 
1  the  Soviets  on  his  home  computer, 
search  of  Ames's  house  after  his  ar- 
in  February,  1994,  the  FBI  found  a 
!r  fi'om  the  kgb  containing  a  photo 
ind  where,  they  said,  Ames  could 
i  his  retirement  dacha. 
mc'S  was  under  some  suspicion  fi-om 
late  1980s  but  was  allowed  to  go  on 
ng  until  early  1994.  Why  the  laxity? 
;hi'ee  books  blame  the  lapses  on  the 
protective  cia  culture,  pailicularly 
of  the  Directorate  of  Operations, 
secret  branch  where  Ames  spent 
;  of  his  career  Heavy  drinking  and 
ing  of  regulations  were  apparently 
non  among  do  ofScere,  who  routine- 
)vered  up  misdeeds  by  colleagues, 
luse  of  bureaucratic  rivalries,  it 
I't  until  1991  that  the  ciA  brought 
e  FBI,  which  has  responsibility  for 
dng  down  spies  in  the  U.S. 
the  end,  no  one  in  Langley  paid 
1  of  a  price  for  the  Ames  debacle, 
en  CIA  officers,  all  but  one  of  them 
ed,  received  "severe"  letters  of  rep- 
id.  But  the  affair  was  a  body  blow 
e  agency  at  a  time  when  its  raison 
■  was  already  in  question  because  of 
H  the  end  of  the  cold 
WM  I  war.  In  court  to  re- 
I  ceive  a  life  prison 
11  I  sentence,  Ames 
■       dealt  the  agency  an- 
other bruise,  calling 
it   "a  self-serving 
sham,  canied  out  by 
careerist  bureau- 
crats    who  have 
^  hH  I  managed    to  de- 
ceive . . .  American 
policymakers  and 
the  public." 
is  hard  to  disagree  with  his  com- 
;  after  reading  these  books.  But 
still  infuriating  that,  as  Weiner's 
reports,  Ames  was  "thrilled  and 
ated"  by  the  fact  that  his  critique 
een  taken  very  seriously  by  poUcy- 
rs  and  the  press.  Only  a  hard 
could  puncture  his  smug  satis- 
1,  hke  the  one  dealt  to  him  in  one 
5  Times  reporters'  phone  inter- 
.  Ames  was  asked:  Shouldn't  he 
^uit  the  agency  10  years  earlier — 
his  bitterness  turned  to  betrayal? 
ponse,  the  master  spy  began  ciy- 
id  hung  up  the  phone. 

BY  STANLEY  REED 
^  d  is  BUSINESS  week's  Intemation- 
airs  Editor. 


CH  AMES 

NO  THE 

ION  or  THE  CIX 


We  Think  Infrastructure 
Has  Strong  Foundations. 

Bridge  and  highway  renewal  in  the  U.S.  New  airports  in  Asia. 
Growing  demand  for  energy,  transportation  and  communica- 
tions systems  in  the  developing  world.  In  G.T.  Global's  view, 
infrastructure  is  an  investment  opportunity  to  build  upon. 

The  G.T.  Global  Infrastructure  Fund 

<  )ne  of  G.T.  Global's  Theme  Funds,  this  fund  seeks  long-term 
capital  growth  by  investing  in  companies  worldwide  that 
are  engaged  in  building  or  maintaining  infrastructure.  For 
complete  information,  talk  to  your  financial  adviser  or 
call  G.T  Global. 


iill 


Ask  for  the  GT.  Global  Theme  Funds  prospectus  for  more  complete  informa- 
tion, including  charges,  expenses  and  the  risks  associated  with  global  and 
emerging  market  investing,  including  political  and  currency  risk,  as  well  as 
the  risk  of  investing  in  similar  industries.  Please  read  the  prospectus  carefully 
before  investing  or  sending  money.  G.T  Global  Financial  Ser\'ices,  Inc.,  Dist. 

^G.T.  GLOBAL 

London   Hong  Kong  Son  Francisco  Tokyo  Sydney  Singapore  Toronto 

WHEN  YOU  INVEST  FOR  YOUR  FliTURE,  THINK  GL()B.'\L...C.T  GLOBAL.^" 
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You  could  pay 
3  times  as  much 
for  a  business-class 
teleconferencer. . . 


.  hut  why?  Acid  this  full-duplex 
speaker  to  your  telephcjne  to 
let  both  parties  speak,  without 
euttin,y  eaeh  other  off.  Dis^ital 
.Signal  Processing  (found 
m  products  at  three  ti))ies 
the  price)  cuts  annoying 
"eeho"  common  to  other 
amplihers.  To  order,  or 
for  the  location  of  a  store 
near  you,  call: 


1-800-THE-SHACK™ 

Radio  /haek 

You've  got  questions.  We've  got  answers.' 

Prices  apply  ai  paMicipaimg  Radio  Shack  stores  and  dealers  Hems  not  available  at  a  participating  store  can  be  special-ordered  (subjecl  to  availabilily)  at  the  adver- 
tised price  A  participating  store  will  otter  a  comparable  value  il  the  product  is  sold  out  Independent  Radio  Shack  dealers  and  Iranchisees  may  nol  be  parlicipaling 
in  this  ad  or  stock  or  special-order  every  item  advertised  Copies  ol  applicable  warranties  are  available  upon  request  at  stores  lor  inspection  before  sale,  or  by  wnlmg 
Customef  Relalions,  1400  One  Tandy  Center.  Fort  Worth,  TX  76102 


$14099 

M3-2 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

GIVING  PCs  THE 
POWER  TO  READ 


I've  spent  much  of  the 
past  30  years  sitting  at 
keyboards  of  one  sort 
or  another,  but  I've  never 
managed  to  become  more 
than  a  WTetched  four-fingers- 
and-two-thumbs  ty])ist.  Need- 
less to  say,  I'm  interested  in 
finding  another  way  to  get 
stuff  into  my  computer. 

By  far  the  most 
advanced  alterna- 
tive is  scanning  de- 
vices, and  I'm  find- 
ing more  and  more 
tasks  for  them. 
While  voice-  and 
handwriting-recog- 
nition still  face  fun- 
damental challenges 
before  becoming 
tmly  useful,  the  op- 
tical character  rec- 
ognition (OCR)  tech- 
nology that  turns  a 
scanned  image  into 
text  is  now  a  solved 
problem.  The  trick 
in  making  it  work 
on  the  desktop  has  been 
having  enough  computing 
power  to  throw  at  the  task. 
Fortunately,  today's  person- 
al computers  are  up  to  a  job 
that  until  recently  could  be 
handled  accurately  and  (juick- 
ly  only  by  high-powered 
workstations. 

CHEAP  HARDWARE.  ()CR,  wliich 
produces  text  that  can  be 
searched,  edited,  and  copied 
into  other  documents,  is  a 
tough  challenge  in  aitificial  in- 
telligence. In  effect,  it  requires 
teaching  a  computer  to  read. 
Accuracy  increases  when  the 
software  can  recognize  whole 
words  and  is  able  to  deter- 
mine which  letter  combina- 
tions rarely  or  never  occur  in 
English  (or  whatever  lan- 
guage the  software  has  been 
specialized  for).  Pentium  PCs 


or  Power  Macs  with  16  mega- 
bytes of  memoiy  have  enough 
horsepower  to  make  this  sort 
of  heavy  lifting  practical. 

CJetting  started  in  scanning 
is  easy  these  days  because 
good  hardware  has  gotten 
cheap.  Handheld  scanners, 
available  for  as  little  as  $100, 
are  generally  not  suitable  for 


OCR.  But  a  new  generation 
of  sheet-fed  scanners  is 
bringing  inexpensive  and 
compact  power  to  the  desk- 
top. Virtually  any  scanner 
you  buy  will  come  bundled 
with  a  competent  OCR  pro- 
gi-am,  usually  Caere  Corp.'s 
WordScan  or  Xerox  Corp.'s 
WordBridge.  Of  course,  any 
scanner  can  read  in  black- 
and-white  drawings.  (I  did 
not  look  at  more  complex 
and  expensive  color  scan- 
ners.) And  in  conjunction 
with  software,  a  fax  modem, 
and  a  printer,  a  scanner  can 
turn  your  personal  comput- 
er into  a  fax  machine  and 
copier. 

Possibilities  include  the 
$350  PaperPort  from  Vision- 
eer  (800  787-7007),  the  $450 
PageOffice  from  Umax  Tech- 


nologies (510  651-8883),  and 
the  $299  WinFax  Scanner 
from  Delrina  (800  268-6082). 
If  you  want  the  best,  fastest 
scanning,  it's  hard  to  top  a 
flatbed  unit  such  as  the  $549 
Hewlett-Packard  IIp. 
ROLODEXING.  Corex  Technol- 
ogies Corp.  (617  277-5344),  a 
Boston  startup,  has  taken  an 
interesting  approach  to  OCR 
that  demonstrates  the  tech- 
nology's maturity.  Automati- 
cally tr-ansfemng  infbmnation 
from  business  cards  to  a 
computerized  contact  list  is 
a  big  help  to  anyone  who  col- 
lects scads  of  cards.  But  few 
character-recognition  chal- 
lenges are  hai'der.  Not  only 
must  the  software  read  the 
often  highly  stylized 
typefaces  of  busi- 
ness cards,  it  must 
also  figure  out  v/hat 
each  bit  of  infonna- 
tion  is  so  that  it 
can  be  transfeiTed 
to  the  coirect  field 
in  your  database  of 
"^0^  contacts. 

Corex  CardScan 
software,  which  lists 
W  for  $99  by  itself  or 
$299  in  a  bundle 
with  a  specialized 
card  reader,  does  a 
surprisingly  good 
job— enough  so  that 
I  found  it  signifi- 
cantly easier,  even  after  mak- 
ing manual  corrections,  than 
ty]3ing  in  the  cards  by  hand. 
It  does  the  critical  job  of  rec- 
ognizing numbei-s  with  almost 
perfect  accm-acy,  and  most  of 
the  time  separates  voice  and 
fax  numbers  correctly.  Only 
E-mail  addresses  consistently 
caused  this  program  to  stum- 
ble. CardScan  can  work  with 
about  two  dozen  personal-in- 
formation and  contact-man- 
agement programs. 

The  fumble-fingered  won't 
be  tnily  comfortable  until  om- 
computers  understand  what 
we  want  when  we  speak  into 
their  microphones  and  scrib- 
ble on  their  screens.  But 
scanning  and  optical  chai-acter 
recognition  technology  are 
work  savers  that  have  a 
place  on  every  desktop. 


BULLETIN  BOAR 


SOFTWARE 
RENOVATING  OFFICE  SUITES 

All-in-one  "works"  prograir 
which  offer  a  cheaper,  lesj 
demanding  alternative  to  o 
fice  software  suites — soft- 
ware combining  word  pro- 
cessing, spreadsheets, 
graphics,  etc.  (BW-Dec.  5) 


— are  getting  a  new  look, 
veil  Inc.  has  overhauled  its 
WordPerfect  Works  and  re- 
named it  PerfectWorks  2.1 
Windows.  Improvements  to 
the  under  $100  program  In 
elude  better  spelling  and 
grammar  checkers  and 
beefed-up  communication 
ClarisWorks  4.0  for  Macint 
will  ship  in  June  with  a  pri 
of  about  $100;  a  Wmdows 
edition  is  planned  for  fall, 
new  ClarisWorks  boasts  an 
enhanced  word  processor, 
crosoft  has  not  announcec 
plans  for  its  Works  packag 
but  a  new  version  is  expec 
soon  after  Windows  95  shi 

BOOKSHELF 
HARD-COPY  COMPANION 

Feeling  intimidated  by  you 
maiP  What  You  Need  to  Ki 
Using  Email  Effectively  by 
Linda  Lamb  and  Jerry  Peek 
(O'Reilly  &  Associates, 
$14.95)  is  a  friendly,  plain 
English  guide  covering  E-r 
manners,  management  of 
stored  messages,  subscrit 
to  mailing  lists,  addressin 
mail  to  remote  systems,  ai 
exchanging  files  other  tha 
plain  text. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 


22  BUSINESS  WEEK  /  JUNE  12,  1995 


Tell  me  this. 


m  people  do  their  jobs? 


Faster  than  before. 


Easier  than  last  time. 


If  the  answer  is  yes,  we  grow. 


If  the  answer  is  no,  we  don't. 


It's  not  that  complicated. 


How  do  you  measure  productiviU'?  Here's  how  Arthur  D. 
Ijltle,  Inc.,  did  it.  They  took  two  groups  of  comparably 
skilled  computer  users.  Sat  one  group  down  at  Macintosh' 
l^Cs.The  other  at  PCs  running  Windows.  They  asked  all 
those  people  to  perform  identical  business  tasks.  Then 
they  me:isured  the  time  it  took  to  complete  each  t;isk.  And 
liow  accurately  it  w:is  performed.  Their  findings';'  People 
using  the  Macintosh  computers  were  44%  faster  than  the 
people  using  Windows.  Forty-three  percent  more  accurate, 
too' Think  that's  impressive?  Imagine  the  results  if  those 
people  using  M;icintosh  had  been  using  Power  M;icintosh'" 
?(]$  instead -they're  up  to  W'o  fastei'  than  PCs  based  on 
I'entium  processors"  So  visit  us  on  the  Internet  today 
at  http://w\vw.apple.com.  And  discover  the  power  only  a 
Macintosh  can  delivei:  The  power  to  be  your  best:'  Wm- 


'i'mlitUu  ily  cuiniianwfi  Miiuubi.\b rm'M  ^iiuiim  f.hid}  h)  .irihiii  li  Liiik:  Iul  .  hiuiuir)  ri'H    ichmiry  I'J'J'i  li^ram  Liibs  sludy.  "A  Performance  Comfjarmii  Apple  t'lm'tr  Maarilosh  Owipulers  ■^^r' 
t'S  Inlet  Pentium  Procexsor-Bused  Computers  Hunnnig  Wtntbm  "  ©mS  .\pl)le  Computer.  Inc  All  n0)ls  reserved  .^ple.  the  Apple  lof>o.  Miiaiitosh  and  '  The  power  to  he  your  Invt  "  an-  re^lered  inide- 
marks  of  Apple  Cornpuler.  t/ic  Mac.  the  Mac  OS  logo  and  Power  Maantosh  are  tmcJemarlis  oj  Apple  Computer,  Itic  All  Af>pk  products  are  designed  to  be  aca-ssihle  to  indindauls  uilb  dtxabihty  lb  ,  .^T^  - 
learn  more  (U.S.  onfyj.  call  800-776-233S  orTDD  800-S33-6223.  MaC  Uo 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


YOU  COULD  DRIVE  A  LEXUS  THROUGH 
THE  HOLES  IN  THE  WTO 


HINDRANCE: 

The  World 
Trade 

Organization 
is  too  weak  to 
open  markets 
yet  strong 
enough  to  sink 
serious  efforts 
to  solve  trade 
inequities 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


The  two  proudest  trophies  of  recent 
U.S.  trade  negotiation — the  North 
American  Free  Trade  Agreement  and 
the  multilateral  Uruguay  Round — have  al- 
ready lost  much  of  their  luster  nafta  was 
supposed  to  stimulate  the  emerging  market 
most  strategically  important  to  the  U.S.  In- 
stead, Mexico  has  become  an  awkward  finan- 
cial ward,  destabilized  by  the  hot  portfolio 
capital  that  nafta  itself  attracted. 

Wliat's  more,  the  new  World  Ti'ade  Organ- 
ization, prize  of  the  Umguay  Round  and  suc- 
cessor to  the  General  Agi-eement  on  Taiiffs  & 
Trade,  is  alaiTningly  half-baked.  On  one  hand, 
the  WTO  is  too  weak  to  be  a  true  interna- 
tional court  that  might  serve  the  U.S.  by 
opening  foreign  markets.  Yet  it  is  just  strong 
enough  to  undermine  bilateral  efforts  and 
embarrass  the  U.S.  if  Washington  rejects  its 
rulings. 

Despite  the  multilateral  trade  system,  most 
real  progress  in  opening  markets  has  come 
from  tough  bilateral  negotiation.  The  gatt 
system  was  useful  for  lowering  official  tariffs 
and  establishing  trade  nonns — but  not  much 
more. 

Historically,  national  negotiating  muscle 
has  counted.  The  Economic  Strategy  Insti- 
tute's recent  document.  Section  301:  A  Cata- 
lyst for  Free  Trade,  describes  98  major  cases 
where  U.S.  thi'eats  of  sanctions — not  recourse 
to  gatt — made  the  difference.  Section  301  of 
the  Trade  Act  requires  the  executive  branch 
to  initiate  complaints  against  foreign  banners 
and  to  retaliate  if  such  baniers  are  not  re- 
moved. If  U.S.  semiconductor  manufacturers, 
sateUite  makers,  orange  gi-owere,  and  retailers 
such  as  Toys  'R'  Us  Inc.  have  gained  a  foot- 
hold in  Japan,  the  credit  belongs  to  Section 
301  and  the  resolve  of  the  U.S.  Tr-ade  Repre- 
sentative. In  the  same  fashion,  phamiaceutical 
and  software  exporters  have  won  intellectual- 
property  protection  in  Brazil,  and  U.S.  movie 
and  compact-disk  distributors  have  gained  ac- 
cess to  Asia. 

UNILATERALISM?  But  Section  301  is  in  bad 
odor  internationally,  perceived  as  "unilateral- 
ism." Many  nations  supported  the  wro  precise- 
ly in  the  hope  it  would  kill  Section  301.  In  the 
legislation  implementing  the  wto  agreement, 
however.  Congress  specifically  directed  the 
Administration  to  continue  using  Section  301 
on  issues  not  adequately  covered  by  the  WTO. 

The  U.S.-Japan  auto  dispute  is  a  case  in 
point.  The  trade  imbalance  in  cars  and  parts 


accounts  for  about  half  the  U.  S.  trade  d( 
with  Japan.  But  the  trade  obstacles  rt 
from  ostensibly  private  actions — the  ch 
ness  of  the  dealership  system,  the  impos 
of  excessive  inspection  charges  and  mark 
and  a  pricing  system  for  auto  parts 
systematically  excludes  foreigners.  Noii 
these  is  a  state  action,  and  thus  none  ex]) 
ly  falls  under  the  wto. 

By  moving  unilaterally,  the  Administrij 
has  been  criticized  for  undeiTnining  the  ' 
Worse,  if  Washington  and  Tokyo  file  rival 
complaints,  the  wto  could  well  find 
Japan's  byzantine  private  system  for  dis 
raging  imports  did  not  violate  "free  trad 
but  that  Washington's  retaliatory  tariffs 

In  the  end,  the  wro  has  neither  the  au1 
ity  nor  the  due  process  of  a  tme  legal  t 
It  has  no  independent  power  to  levy  or  cc 
penalties,  wto  panels  are  ad  hoc  affairs, 
ducted  in  secret,  and  are  not  subject  to  i 
of  evidence. 

TRANSATLANTIC  TIES.  It  may  be  the  U.  S 

plied  the  right  principles  in  the  wrong 
tings.  Free-trade  areas  are  a  sound  id 
but  Mexico  was  a  poor  candidate.  A  g 
trade  body,  committed  to  genmnely  open 
merce  and  with  adequate  judicial  authori 
also  a  fine  idea,  if  a  radical  departure. 
WTO  is  no  such  organization,  and  the  U. 
not  yet  ready  to  surrender  its  soverei 
to  a  tnie  world  trade  court. 

If  the  WTO  is  not  a  time  world  trade  o 
ization,  how  about  a  more  suitable  re 
one?  The  Clinton  Administration  wan 
expand  free-trade  areas  to  Asia  and 
Atneiica.  Clyde  V.  Prestowitz  Jr.,  preside' 
the  Economic  Strategy  Institute,  argues' 
the  U.  S.  should  create  a  liberal  trade  ar 
the  one  region  where  it  might  work- 
North  Atlantic.  The  U.S.  and  the  Euro^ 
Union  ai-e  sufficiently  close  in  theii-  nonns|, 
ing  standards,  and  commercial  practictl 
be  symmetrical  trade  partners.  Eui'opean; 
ion  trade  officials  ar"e  in  a  testy  mood  )'; 
now,  concer-ned  that  Washington  and  T; 
will  r'esolve  their  auto  dispute  with  a  bil. 
al  deal  that  would  leave  Europe  at  a  d; 
vantage.  The  concern  is  legitimate  and 
the  more  I'eason  to  seek  closer'  ties  with' 
rope.  A  North  Atlantic  Fr-ee  Tr-ade  Aj; 
ment — a  differ-ent  nafta — is  already  the  I' 
ject  of  quiet  diplomacy.  It  might  be  i;' 
workable  than  either  the  present  nafi 
the  WTO. 


I 
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STARTING 
A  NEW  BUSINESS 

IS  SIMPLY 
A  MATTER  OF 
KNOWING  WHERE 

TO  TURN. 


Tlje  uncertainties  of  starting  a  business 
could  corner  you.  You  need  information,  hut 
don't  know  where  to  find  it.  Quickly  and  easily. 
How  do  you  get  special  government  financing? 
Or  build  a  business  plan?  What  about  tax  laws? 
fust  to  name  a  few... 

But  )iow  there's  help.  hUroducing  /02gr 
Resources  for  New  Business.  Only  from  ATScT. 

One  call  gives  you  direct  access  to  the 
people,  information  and  answers  that  can  help 
you  navigate  through  the  difficulties  of  starting 
a  business. 

Questions  about  technology,  specific  in- 
dustries or  the  I)iternet?  You  can  even  get  informa- 
tion by  fax.  24  hours  a  day,  7 days  a  week.  You  ca)i 
also  receive  hundreds  of  dollars  of  discounts  on 
office  equipmoU.  computer  software  a)id  more. 

Tljese  benefits  are  made  possible  through 
ATSiT's  alliances  with  leading  information,  tech- 
nology and  office  supply  compaiues. 

And  best  of  all,  these  resources  are  now 
available  through  one  easy  source  We  same  source 
that  provides  you  with  reliable,  high-quality  long 
distajice  sennce.-  AT<s!I 

You  ccui  oidy  get  this  from  AT^.  So  call 
1 800  STARTER  And  discover  how  we  ca)i  help 
get  your  business  started  in  the  right  direction. 

It's  not  what  you'd  expect  from  a  long 
distance  company,  but  that  's  the poi)!t. 

AT&T  For  the  life  of  your  business; 


AT&T 


OU     WANT     TO     SEND  HER 
O     COLLEGE.     YOUR     AGE  IS 
S     IMPORTANT     AS  HERS. 


at  if  you're  30?  Lucky  you.  Time  is  on  your 
■.  You'll  probably  want  to  move  into  the  stock 
ket,  because  historically  stocks  have  outperformed 
ither  forms  of  investment  over  the  long  haul.  Zero 
pen  bonds  are  another  possibility.  Your  investment 
grow  at  a  fixed  rate,  and  you  can  stagger  the  matu- 
dates  of  the  bonds  so  they'll  start  paying  off  as  each 
Dur  children  reaches  college.  A  smart  tax  move 
It  involve  putting  money  in  yt~)ur  children's  names, 
income  this  money  earns— up  to  $650  per  year— is 
taxable.  The  point  is,  even  with  time  on  your  side, 
need  a  plan. 

it  if  you're  45?  If  your  child  is  close  to  college  age, 
ly  be  time  to  shift  the  bulk  of  her  college  money 
fixed-rate  investments  to  protect  against  short-term 
uations  in  the  equities  market.  If  you  had  your  child 
■  you  were  40,  one  possibility  might  be  to  withdraw 
rtion  of  your  IRA  when  you  reach  59  1/2.  You  may 
want  to  borrow  against  the  ecjuity  you've  built  up  in 
home  through  a  home  ec]uity  line  of  credit.  The 
est  you  pay  on  loans  up  to  $  100,000  may  be  com- 
:iy  tax  deductible.  The  options  are  many  and  varied, 
1  plan  becomes  extremely  important. 

tit  if  you're  60?  Assuming  you've  accumulated  all 
i'noney  necessary  for  your  child's  or  grandchild's 


education,  there  are  important  tax  ramifications  in  how 
you  distribute  the  funds.  You  may  want  to  transfer  those 
assets  to  a  Charitable  Remainder  Educational  Trust. 
During  the  four  years  the  child  is  in  college,  she'll  receive 
an  annuity  from  the  trust,  and  use  that  money  to  cover 
her  expenses.  At  the  end  of  the  four  years  any  principal 
remaining  will  be  transferred  directly  to  the  college. 
They'll  receive  the  benefit,  and  you  receive  a  tax  deduc- 
tion for  a  charitable  contribution. 

What  if  you're  still  baffled?  "Ibu're  not  alone.  Getting 
kids  through  college  these  days  recjuires  intelligence 
on  your  part  as  well  as  your  child's,  '^bu  need  a  smart 
financial  plan  and  a  partner  to  help  you  work  it  out.  A 
Merrill  Lynch  Financial  Consultant  will  help  you  look 
at  your  entire  financial  picture  and  together  you'll  come 
up  with  a  formal  written  financial  plan.  And  we  have 
more  ways  to  make  that  plan  work  than  an\'one  else. 
So  getting  through  four  years  of  college  may  not  be  as 
hard  as  you  think,  at  least  for  you.  To  learn  more,  call 
1-800-637-7455,  ext.  944L 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 


Economic  Trends 


BY  GENE  KORETZ 

EQUITIES  ARE 
DISAPPEARING 

Blame  mergers  and  buybacks 

Despite  high  stock  prices,  the  vol- 
ume of  corporate  equities  retired 
via  corporate  purchases  outpaced  new 
issues  last  year  for  the  fii'st  time  since 
1989,  and  the  trend  seems  to  be  contin- 
uing. Indeed,  as  economist  Gary  E. 
Schlossberg  of  Wells  Fai'go  Bank  points 
out,  corporate  equities  are  selling  at 
around  a  40%  premium  over  the  re- 
placement costs  of  underlying  assets — "a 
level  that  usually  encourages  new  issue 
activity  and  discourages  the  elimination 
of  supply." 

One  reason  for  the  reemergence  of 
equity  liquidation,  says  Schlossberg,  is  a 
new  wave  of  acquisitions  undertaken 
by  cash-rich  U.  S.  companies  seeking  to 
expand  global  market  share  or  reduce 
costs  through  economies  of  scale.  At 
the  same  time,  the  low  dollar  has  made 
U.  S.  acquisitions  cheap  for  foi-eigii  buy- 
ers despite  high  stock  prices. 

Second,  Schlossberg  notes  that  stock 
buybacks  are  now  being  driven  by  the 
large  gap  between  taxes  on  ordinary 
income  and  those  on  capital  gains.  Com- 
panies ai"e  choosing  to  divert  spare  cash 
from  dividends,  which  are  taxed  as  or- 
dinaiy  income,  to  buybacks  that  boost 
stock  prices  and  generate  lower-taxed 
capital  gains  for  their  shareholders. 

This  trend  helps  explain  why  the  div- 
idend payout  rate  for  Standai'd  &  Poor's 
500  companies  is  close  to  a  historic  low. 
"If  CongTess  cuts  the  capital-gains  tax," 
predicts  Schlossberg,  "dividend  yields 
are  likely  to  I'emain  relatively  meager." 

YO,  TAXI. 
TAXI!  TAXI!! 

Why  New  York  cabs  can  be  scarce 

If  you've  ever  been  in  Manhattan  on 
business  on  a  rainy  afternoon,  you 
know  how  hard  it  is  to  find  a  taxi.  Ac- 
cording to  a  new  study  by  Linda  Bab- 
cock  and  Colin  Camerer  of  the  Califoi- 
nia  Institute  of  Technology,  Richard  H. 
Thaler  of  the  Massachusetts  Institute 
of  Technology,  and  George  Lowenstein 
of  Cai'negie  Mellon  University,  the  rea- 
son isn't  simply  that  more  people  tiy 
to  get  cabs  when  the  weather  is  bad. 


Most  New  York  cab  diivere  rent  their 
cabs  for  a  12-hour  period  for  a  flat  rate, 
keep  all  their  fares,  and  knock  off  work 
during  those  12  hours  whenever  they 
want.  Since  they  make  a  lot  more  money 
per  hour  when  demand  is  strong,  you 
might  tliink  they  would  work  longer  on 
busy  days.  Not  so,  report  the  four  econ- 
omists, who  analyzed  nearly  3,000  daily 
trip  sheets  of  over  1,000  New  York  taxi 
drivers  from  1988  to  1994. 

The  study  found  that  the  drivers  ac- 
tually tended  to  quit  eai'lier  on  busy  days 
and  work  longer  on  slow  days.  The  re- 
sults suggest  that  chivei-s  set  a  tai-get  for 
their  daily  incomes  and  quit  when  they 
reach  it — though  they  could  actually  earn 
more  and  chive  less  by  working  the  same 
number  of  hours  eveiy  day. 


THE  GOOD  NEWS 
ABOIT  FERTILITY 

Rates  dip  in  developing  nations 

In  recent  decades,  fears  of  an  immi- 
nent unrestrained  population  explo- 
sion have  waned,  as  family  planning  pro- 
gi-ams  have  helped  reduce  the  average 
number  of  children  born  to  women  in 
developing  countries  from  6  in  the  late 
1960s  to  3.5.  In  fact,  in  the  world's  most 
populous  country,  China,  the  fertility 
rate  is  cuirently  below  the  population 
replacement  level  of  2.1  children  per 
woman,  and  demogTaphers  are  hoping 
fast  income  growth  will  keep  it  low — as 
it  has  in  such  nations  as  Hong  Kong, 
Korea,  Singapore,  and  Taiwan  and  in  all 
the  leading  Indus- 


POPULATION:  A 
ONE-SIDED  AFFAIR 

12  


trial  countries. 

Meanwliile,  con- 
cern is  focused  on 
the  larger  numbei- 
of  developing  na- 
tions where  fertil- 
ity rates  remain 
far  too  high.  Cur- 
rent trends  indi- 
cate that  the 
world's  population 
will  still  grow 
mightily  in  coming 
decades — ft"om  5.7 
billion  today  to 
over  8.3  billion  in 
2025,  according  to 
the  Population 
Reference  Bureau. 
And  virtually  all 
of  that  growth 
will  occur  in  developing  nations — in- 
creasing their  share  of  the  world's  pop- 
ulation to  85%  by  2025. 


1950  1995 


2050 
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HIGHER  ON 
THE  HOG 

U.S.  pig  farms  turn  state-of-the-^t 

The  productivity  gains  that  hj 
made  agiiculture  a  highly  effie 
sector  of  the  U.  S.  economy  are  sui 
ing  in  an  area  once  thought  to  be  r  < 
tant  to  change — hog  production.  In 
process,  they  are  boosting  profits 
large,  well-capitalized  operators,  dri 
thousands  of  smaller  fanners  out  of 
hog-raising  business  and  helping  to  1 
a  lid  on  food  inflation. 

Competitive  pressures  are  for^ 
these  changes.  While  per  capita  I,': 

A  LEANER.  MEANER  I 
U.S.  PORK  INDUSTRY  f 

FEWER  FARMS  HIGHER  PROOUCTIVIt| 

600-^   IMM  1  jl 


79  '94 
THOUSANDS  OF  POUND; 
DATA;  AGRICULTURE  OEPT 


consumption  of  poultry  has  nearly  u 
bled  since  1980,  per  capita  consumjics! 
of  pork  has  marked  time — a  victii  ■ 
the  falling  relative  cost  of  poultry  ai 
consumer  aversion  to  fat-laden  mei 

To  stay  competitive,  notes  econoisi 
Gaiy  Benjamin  of  the  Federal  Res 
Bank  of  Chicago,  hog  raisers  have 
lowed  the  lead  of  the  poultry  indu 
moving  from  small  operations  to  i 
specialized  hog-production  compk 
Since  1979,  the  number  of  U.  S. 
farms  has  plunged  nearly  70%  (cb 
and  today  just  6%  of  hog  fanns  act 
for  55%  of  the  nation's  hog  populat 

Most  of  these  operations,  which 
involve  as  many  as  10,000  or  15,00( 
imals,  make  use  of  genetic  bree( 
scientifically  fomiulated  feed  rmxinj.' 
tomated  feeding  machines,  climate 
trolled  pens,  and  in-house  veteri 
care.  The  result  has  been  a  509. 
crease  in  pork  productivity  per 
since  the  mid-1960s — and  leaner,  hi} 
quality,  less  costly  meat  for  consur 
Last  year,  the  real  retail  price  of 
was  nearly  20%  less  than  in  1970. 

Over  the  long  run,  the  industi 
looking  overseas.  While  pork  ex{rt 
are  relatively  small,  they  have  stjf© 
to  accelerate — particularly  to  Jsi' 
which  took  45%-  of  exports  last  ye; 
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As  the  economy's  landing  gets 
bumpier,  a  key  question  is  re- 
ing  a  lot  more  attention:  Has  the  Federal  Reserve 
itightened? 

lost  economists  still  say  no.  A  few,  though,  are  far 
'6  pessimistic,  especially  the  monetarists — those 
)  depend  heavily  on  various  measures  of  bank  re- 
/es  and  the  money  supply  for  guidance  on  future 
[lomic  growth  and  inflation. 

The  monetarists  make  a 
compelling  case,  especially 
vnth  the  economy  slowing  so 
sharply.  First-quarter  growth 
in  real  gross  domestic  prod- 
uct was  revised  down  to  2.7% 
from  2.8%,  following  the 
fourth  quarter's  5.1%  gallop. 
Monthly  data  suggest  that  sec- 
ond-quarter GDP  growth  will 
be  even  less,  as  businesses 
pare  excessive  inventories. 
1  May,  new  jobless  claims  shot  up  (chart)  and  con- 
er  confidence  fell.  Construction  contracts  plunged 
in  April,  to  a  2J^-year  low.  The  Federal  Reserve 
k  of  Philadelphia  and  purchasing  managers  in  Chi- 
>  both  reported  slower  business  activity  in  their 
ons  in  May.  And  the  government's  index  of  leading 
;ators  is  falling,  pointing  to  continued  weakness 
n  the  road. 

FHE  MONETARISTS'  VIEW,  all  this  malaise  is  the 
it  of  a  too-tight  monetary  policy — and  a  precursor 
le  next  recession.  In  today's  weak  economy,  they 
short-term  interest  rates  would  be  falling  if  the 
were  not  busy  draining  bank  reserves  in  an  effort 
laintain  its  targeted  federal  funds  rate  at  the  cur- 

6%  level.  Reserves  are  the  raw  material  that 
cs  use  to  generate  money  and  credit. 
16  monetarists  point  to  the  unprecedented  decline  in 
:  reserves  in  the  past  year  as  evidence  of  the  Fed's 
e  hold  on  the  economy  (chart).  As  a  result,  sever- 
easures  of  money  growth  look  exceptionally  weak — 
cially  the  narrow  gauges,  which  include  only  cur- 
y  and  deposits  used  for  check-writing. 
'  be  sure.  Fed  policy  is  restrictive.  For  example, 
inflation-adjusted  federal  funds  rate,  currently  at 
nd  3%,  is  well  above  its  historical  average  of  about 

Also,  the  yield  curve  has  flattened  considerably  in 
it  months  as  declining  long-term  rates  have  nar- 
id  the  spread  between  long  and  short  rates. 


However,  these  two  interest-rate  indicators  show 
why  there  is  a  vast  difference  between  clamping  down 
to  slow  the  economy  and  overtightening  to  squeeze 
the  living  daylights  out  of  it.  First,  the  real  fed-funds 
rate  remains  below  the  5%-plus  level  it  hit  prior  to  the 
1990-91  recession.  The  levels  touched  before  the  reces- 
sions of  the  '70s  and  '80s  were  even  higher. 

Second,  the  yield  curve,  while  it  is  flatter  than  earli- 
er this  year,  is  by  no  means  flat.  For  Treasury  secur- 
ities on  May  31,  three-month  bills  were  yielding  5.81%, 
5-  and  10-year  notes  paid  6.07%  and  6.29%,  respec- 
tively, and  the  30-year  bond  yielded  6.66%.  One  precon- 
dition of  all  past  recessions  has  been  an  inverted  yield 
curve,  in  which  short  rates  exceed  long  rates. 

ALL  THIS  IS  WHY  Nobel  laureate  Paul  A.  Samuelson 
used  to  say,  "God  gave  us  two  eyes  so  we  can  keep  one 
on  the  money  supply  and  the  other  on  interest  rates." 
Besides,  money  gi'owth  alone  as  a  beacon  on  the  econ- 
omy casts  a  much  dimmer  Ught  than  it  did  a  decade 
ago.  Financial-market  deregulation  and  globalization 
have  destabilized  a  once  fairly  reliable  relationship  be- 
tween money  and  economic  activity. 

As  a  result,  a  given  amount  of  Fed  restraint  does  not 
squeeze  the  economy  as  hard  as  it  used  to,  especially 
when  measured  by  reserves  and  the  money  supply. 
Thanks  to  increased  U.S.  borrowing  from  nonbank 
sources,  domestically  and  from  abroad,  bank  credit  ac- 
counted for  only  about  a  third  of  private  nonfinancial 
debt  last  year,  down  from  about  half  in  the  mid-1980s. 

Moreover,  because  dollars 
flow  more  efficiently  through 
the  economy,  a  given  amount 
of  money  can  support  about 
15%  more  output  than  it  used 
to,  based  on  the  turnover  rate 
of  the  broad  M2  money  sup- 
ply, comprised  of  not  only  cash 
and  checking  accounts  but  also 
household  money  market 
funds  and  other  short-term 
savings.  So  anemic  money 
growth  is  not  the  same  harbinger  of  a  weak  economy 
that  it  once  was. 

Make  no  mistake:  The  Fed  is  bringing  this  economy 
down.  But  so  fai*,  the  softness  is  nairow,  concentrated  in 
autos,  housing,  and  home-related  durable  goods.  The 
other  86%  of  the  economy,  fueled  by  capital  spending 
and  exports,  continues  to  perk  along  nicely.  The  slow- 
down appears  to  be  primarily  an  inventory  adjust- 
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ment,  most  notably  by  the  auto  industry.  There  is  no 
evidence  of  the  cumulative  unwinding  of  activity  that  is 
the  classic  mark  of  a  recession  (chart). 

That's  the  message  from  the  Commerce  Dept.'s  revi- 
sion to  fu-st-quarter  gdp.  Final  demand  grew  faster 
than  first  estimated,  rising  at  an  annual  rate  of  2.5%  in- 
stead of  1.8%.  And  mventories  grew  less  than  original- 
ly thought,  especially  at  retailers.  Stockpiles  increased 
by  $52.3  billion,  rather  than  $63  bilhon. 

The  new  mix  of  gdp  lessens  the  chances  of  a  sharp 
inventory  correction  that  could  severely  choke  off 
growth  this  spring  and  summer.  Still,  inventories  re- 
main excessive,  and  many  companies  will  have  to  work 
off  their  extra  merchandise.  That  means  further  cut- 
backs in  orders  and  output  in  coming  months. 

THE  SLOWDOWN,  however,  is  sowing  the  seeds  of  its 
own  subsequent  pickup.  The  credit  markets,  especially 
the  bond  market,  did  a  lot  of  tightening  for  the  Fed  last 
year,  and  they  are  now  doing  a  lot  of  easing.  The  yield 
on  the  benchmark  30-year  Treasury  bond  has  fallen 
from  nearly  8%  eariier  this  year  to  below  6.7%.  As  a 
result,  30-year  fixed  mortgage  rates  have  dropped  be- 
low 8%  for  the  first  time  in  more  than  a  year,  and 
housing  activity  is  starting  to  stir  again. 

Sales  of  new  single-family  homes  did  fall  2.7%  in 
April,  to  an  annual  rate  of  580,000,  but  March  sales 
were  revised  sharply  higher.  And  by  mid-May,  mort- 
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gage  apphcations  to  buy  houses  had  jumped  44 
from  mid-January,  while  refinancing  applications 
also  showing  some  Hfe.  After  a  couple  of  months  of 
ter  sales  whittle  down  builders'  inventory  of  imi 
homes,  construction  will  be  set  to  add  to,  rather  t 
subtract  from,  economic  growth  in  the  second  half 

Consumers  are  also  hkely  to 
show  more  life.  Although  the 
Conference  Board's  index  of 
consumer  confidence  dipped  to 
101.6  in  May  from  104.6  in 
April,  a  reading  above  100  has 
typically  been  associated  with  a 
fairly  peppy  consumer  sector. 
But  job  growth  for  this  busi- 
ness cycle  has  probably  peaked, 
and  consumer  debt  levels  are 
up  sharply,  so  shoppers  are  not 
likely  to  regain  their  1994  urge  to  splurge. 

In  the  meantmie,  this  slowdown  has  a  long  wa^ 
run,  and  it's  hkely  to  generate  a  new  round  of  I 
bashing,  as  Washington  and  various  business  gro 
join  the  monetarists  in  bad-mouthing  the  central  ba 
pohcies.  The  Presidential  candidates  will  get  their  1 
in,  too.  But  economists  who  look  at  the  world  v 
both  eyes  may  feel  more  kindly  toward  the  Fed. 
their  tea  leaves,  the  current  slowdown  is  not  a  forei 
ner  to  recession  but  the  pause  that  I'efreshes. 
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THE  YEN  IS  CLOBBERING  THE  RECOVERY 


Government  officials  are  voic- 
ing greater  conceras  about 
Japan's  recovery,  and  the  reason 
is  the  yen.  On  May  25,  Bank  of 
Japan  governor  Yasuo  Matsushita 
warned  a  banking  group  that  "the 
recent  additional  rise 
of  the  yen  might  stall 
improvement  in  corpo- 
rate profits  and  busi- 
ness sentiment." 

Clearly,  the  yen-in- 
duced weakness  in  ex- 
ports is  slamming  prof- 
its and  output,  causing 
record  unemployment. 
The  Ministry  of  Inter- 
national Tr-ade  &  In- 
dustry said  industrial  output  fell 
0.2%  in  April.  The  dechne  was  a 
surprise,  and  miti's  survey  of 
manufacturers  has  projected  that 
output  will  fall  an  additional  0.8% 
in  May  and  2%  in  June  (chart). 


MANUFACTURING  IS 
SET  TO  CUT  OUTPUT 
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Consumers  are  also  strugghng 
this  quarter  Sales  at  department 
stores  and  supermarkets  in  April 
were  down  1.7%  from  a  year  ago, 
after  total  household  spending  fell 
0.6%  in  the  year  ended  in  March, 
the  sixth  drop  in  a 
row.  Employment 
worries  are  fueling 
the  cutbacks.  The  job- 
less rate  hit  a  record 
3.2%  in  April,  with 
only  65  job  offers  for 
each  100  apphcants. 

Household  budgets 
are  getting  some  re- 
lief, however,  ft*om 
Japan's  spreading  de- 
flation. Consumer  prices  in  Tokyo 
dipped  sUghtly  in  May,  compared 
with  a  year  ago.  That  was  the 
third  straight  decline.  Moreover, 
prices  excluding  food  fell  0.1%, 
the  first  drop  on  record.  Price 


data  in  Tokyo  typically  lead 
trends  in  the  rest  of  the  count 
In  April,  prices  nationwide  fell 
0.2%  Irom  a  year  ago. 

Falling  factory  activity  and  so: 
consumer  demand  hint  that 
Japan's  economy  is  declining  t' 
quarter.  Other  worries  suggest  a? 
sluggish  second  half:  The  bankin]j| 
system  remains  shaky,  and  fiscal 
stimulus  wiU  be  only  modest. 

In  May,  the  Organization  for 
Economic  Cooperation  &  Develoj 
ment  cut  its  forecast  for  1995 
gr-owth  in  Japan  to  1.3%,  from 
2.5%  projected  in  December.  The 
economy  expanded  just  0.9%  in 
1994.  For  now,  the  Finance  MiiiM 
try  is  sticking  to  its  forecast  of 
growth  of  2.8%  in  the  year  endii 
next  March.  But  with  the  yen  ri 
ing  and  public  remarks  growing 
more  anxious,  Tokyo  may  have  ti 
scale  back  its  rosy  outlook  soon. 
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Planning  for  college  is  an  education  in  itself. 


As  a  life  insurance  and  financial  services  company,  we  can  offer  parents  a  number  of  ways  to  put 
money  aside  for  college.  We  can  even  insure  your  children  will  have  money  for  school  if  something 
happens  to  you. 

As  the  only  insurance  company  authorized  by  the  Lincoln  family  to  bear  his  name,  we  work 
larder  to  help  you  find  the  best  way  to  pay  for  an  education. 

After  all,  it  was  Lincoln  who  signed  the  legislation  that  established  the  state  university  system. 
5o  it's  not  just  a  policy  for  us.  It's  a  legacy. 
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News:  Analysis  &  Commentary   :  ] 


It  was  a  frosty  February  day, 
the  rhetoric  in  House  Speaker  1 
Gingi-ich's  office  was  white-hot 
get  Committee  Chairman  Joh 
Kasich  (R-Ohio)  told  House  Repub 
leaders  that  he  could  not  simultant 
ly  erase  the  deficit  and  slash  taxes 
in  seven  years.  Gingrich  stood  fim 
sisting  that  Republicans  needei 
deliver  on  the  promises  in  their 
tract  With  America.  Kasich  griml; 
off  to  do  the  Speaker's  bidding.  1 
months  later,  Kasich  authored  a 
anced-budget  blueprint  that  sla 
spending  by  $1.4  trilHon — and  cuts 
es  by  $353  billion. 

If  nothing  else,  Gingrich  this 
has  demonstrated  that  the  convent 
wisdom  is  wcong:  It  is  possible  b 
shape  the  public-policy  debate  in  V 
ington.  Under  his  iron  rule,  House 
publicans  approved  9  of  the  10  Con 
items  (term  limits 
flopped)  and  then 
opened  their  second 
100  days  with  a 
thunderous  assault 
on  the  very  notion 


NINE 
TALKINi 
POINTS 


"Renewing 
American 
civilizatior 
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of  centralized  gov- 
ernment. Neither 
the  White  House 
nor  Congress'  minor- 
ity leadership  has 
been  able  to  counter 
the  GOP  juggernaut. 
"He's  setting  the 
agenda,"  says  Demo- 
cratic consultant 
Mark  McKinnon. 
"The  reality  is,  there 
is  a  huge  Republican 
wave  crashing  over 
Democrats,  and  we 
are  just  running 
around  looking  for 
snorkels." 

Gingiich  shows  no 
sign  of  letting  up. 
Indeed,  he  is  deteiTnined  to  dom 
Washington  through  the  1996  electi 
and  beyond.  In  the  coming  six  mo 
Gingi-ich  says  he  will  turn  to  socia 
budgetary  issues  that  he  defern 
focus  on  the  Contract.  His  goals:  to 
ish  the  current  welfare  and  Mec 
systems  as  part  of  a  wade-ranging 
to  shift  power  ft'om  Washington  t 
states. 

What's  more,  he  hopes  to  frami 
issues  for  the  coming  Presidential 
tion.  Next  up:  a  four--day  foray  into 
Hampshire,  beginning  June  9.  Ev 
Gingrich,  51,  doesn't  run  himseli 
won't  rule  it  out — all  nine  gop  { 
dential  wannabes  already  feel  comj 
to  respond  to  the  agenda  he's  se 


STRENGTHEN 
THE  AMERICA 
WORK  ETHIC 

Require  welfa 
recipients  and 
prisoners  to  w 
force  the 
unemployed  ir 
training  progr 
as  a  condition 
benefits 


32  BUSINESS  WEEK  /  JUNE  12,  1995 


JUNE  12,  1995 


lICA  MORE 

'ETITIVE 

SEAS 

ge  environ- 
3l.  tax,  and 
laws  that 
3t  manu- 
■ers  to  ex- 
3bs,  give 
anies  in- 
'es  to 
ise  pro- 
'ity 


rich  is  deteiTnined  that  "the  next 
ident  will  be  Gingiichian  in  world- 
,"  says  adviser  Grover  G.  Norquist, 
dent  of  Americans  for  Tax  Refonn. 
long  as  Newt  Gingrich  is  the  800- 
d  gorilla  who  might  roll  out  of  bed 
noining  and  run  for  Pi-esident,  Bob 
Dole  will  give  us  our 
tax  cut  and  spending 
restraint." 
,*  To  force  Democrats 

as  well  as  Republicans 
to  tackle  his  issues  dui'- 
ing  the  campaign,  Gin- 
gi-ich  is  designing  a 
Contract  for  1996,  ad- 
visers say.  Major  ele- 
ments include  a  consti- 
tutional amendment 
requiring  a  thi'ee-fifths 
vote  before  Congress 
could  raise  taxes,  an- 
other amendment  per- 
mitting prayer  at  some 
school  events,  and  lim- 
its on  lawsuit  damages, 
key  is  leading  the  culture,  not 
ig  the  government,"  Gingiich  told 
JESS  WEEK,  "because  if  you  change 
lirection  of  the  entire  dialogue, 
thing  else  falls  in  place  behind  it" 
.34). 

spite  a  polarizing  style,  the  Speak- 
is  seized  the 
la-setting  role 
ionaUy  played 
le  President. 
Dn  no  issue  is 
ifluence  more 
)unced  than 
t  r'eduction. 

years  after 
fe  Bush  broke 

read-my-lips 
e  and  raised 

,  Congress  is  engaged  in  a  debate 
ielights  conservative  Repubhcans: 
ler  to  balance  the  federal  budget 
ishing  spending  by  $1.4  trillion,  as 
louse  proposes,  or  by  a  mere  $1 
n,  as  the  Senate  prefers. 
3re  is  virtually  no  argument  in 
'ess  over  the  merit  of  a  balanced 
it — only  over  the  optimal  time  in 

to  achieve  it  and  the  size  of  the 
sed  tax  cut.  With  the  help  of  Sen- 
llies  Phil  Gramm  (R-Tex.)  and 

Lott  (R-Miss.),  Gingrich  has  con- 
1  Senate  Majority  Leader  Bob 

R-Kan.)  to  embrace  at  least  token 
ilief. 

grich  has  controlled  the  House 
a  by  handpicking  committee  chairs 
aling  out  plum  assignments  as  re- 
for  loyalty  and  aggi-essive  action, 
esult  is  a  contest  among  Republi- 
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ACCELERATE 
AMERICA'S 
ENTRY  INTO  THE 
INFORMATION  AGE 

Deregulate 
telecommunications, 
shrink  ttie  FCC 
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REPLACE  THE 
WELFARE  STATE 

End  federal 
programs  such 
as  welfare  and 
public  housing, 
let  states  and 


cans  to  come  up  with 
ever  bolder  proposals 
to  eliminate  agencies 
and  even  Cabinet  de- 
partments, to  hand 
over  federal  programs 
to  states  while  priva- 
tizing others,  and  to 
deregulate  industries 
such  as  telecommunica- 


5. 


charities  try  new  ^^ons  and  phai-maceuti- 
jfjggg  cats.  "A  couple  of  yeai's 

ago,  you  were  consid- 
ered outlandish  if  you  talked  about  elim- 
inating the  Commerce  Dept.,"  says 
Claremont  McKenna  College  political 
scientist  John  J.  Pitney  Jr.  "It's  main- 
stream now." 

The  meat-ax  approach  to  downsizing 
government  now  being  practiced  comes 
right  out  of  the  postmodern  political 
philosophy  of  a  history  professor-  who 
has  been  plotting  his  revolution  for 
nearly  two  decades.  Gingrich  has  syn- 
thesized the  management  theories  of 
Peter   F.  Drucker 
and    W.  Edwards 
Deming  and  the  fu- 
tm-ist  vision  of  Alvin 
and  Heidi  Toffler  to  OtCENTRALIZE 
create  rrine  strategic   ^'^^  states  and 
principles  that  guide  localities  broad 
his  agenda  of  mini-   POwer  over 
malist  government  federal  functions, 
in  the  new  high-tech   including  trans- 
global      economy,   portation,  school 
With  his  flair  for  lunches,  Medicaid, 
technology,  Gingrich  and  the  arts 
has  created  the  frr'st 
Information  Age  political  machine — a 
computer-Hnked  coahtion  of  conserva- 
tive think  tanks,  business  gr'oups,  radio 
hosts,  and  Christian  conser-vatives  that 
has  mobilized  to  hand  him  a  series  of 
victories. 

Demoralized  Democrats  note  that 
even  as  Gingrich  chalks  up  legislative 
successes,  his  negative  ratings  are  soar- 
ing, while  the  Pr-esident's  popularity 
shows  an  uptick.  "Very  few  people  feel 

6 warm  and  cozy  with 
Newt,"  says  indepen- 
9  dent  Geor-gia  pollster 

BPII^Q  Claibourne  Darden. 

EXCELLENCE  TO     "Newt  is  an  ideo 
GOVERNMENT        '^gue.  He  has  all  the 
Speed  purchases     warrnth  of  a  pine 
of  technology,  re-  ,  ,     ,  ^ 

form  civil-service  though  Demo- 

laws  to  weaken  or-  ^^^ts  admire  the 
ganized  labor,  and  Speakers  ability  to 
^    ■.  dommate  the  national 

rewrite  procure-      ^.^j^^^^^  ^j^^^ 

...    ^  that  many  segments 

policies  to  save  of  the  public  are  com- 
'^'^'^^y-  ing  to  view  his  vision 


8. 


STOP  VIOLENT 
CRIME 


as  extreme.  "Everywhere  you  look,  it's 
tilted  towar-d  the  billionaires,  the  coi-po- 
rate  special  interests,"  says  Represen- 
tative Rosa  L.  DeLauro  (D-Conn.). 
"They  aren't  concerned  about  kids  or 

7 working  families, 
veterans  or  senior 
citizens.  That  could 
OAi  Aypc  Tuc  ^^^P  Democrats." 
crnro«.  dhLct  Indeed,  Senate  Re- 
FEDERAL  BUDGET  ^^j.^^'^  moderates 
Cut  some  federal  ^^^ed  on  this  sense 
programs,  transfer  unfairness  by 
others  to  states,  blocking  the  House's 
slow  the  growth  legal  refor-m  and  r-eg- 
rate  of  others.  Find  ulatory  freeze, 
new  options  to  still,  the  Gingrich 

overhaul  Medicare  offensive  has  con- 
and  Social  Security  founded  the  White 
trust  funds  House,   which  has 

adopted  a  tepid  two- 
track  strategy:  a  "me  too"  embrace  of 
some  refor-ms  and  an  attack  on  others 
as  extremist.  Says  American  Univer- 
sity political  scientist  James  Thur'ber: 
"Newt's  str-ategy  is  splitting  the  Demo- 
cratic Party,  and  the  Pr-esident  has  been 
eclipsed." 

Democrats  ar-e  con- 
vinced that  Clinton  can 
reassert  his  power*  as 
Pr-esident  by  vetoing 
hard-right  legislation — 
or  merely  making  the  no-trills 
threat  to  do  so.  For  in-   Prisons,  require 
stance,  Clinton's  pledge   prisoners  to 
to  veto  a  $16  biUion  attend  classes 
spending-cut  plan  that   and  learn  job 
exempted   gop  pork  skills.  Increase 
sent  Repubhcans  scur-  penalties 
rying  to  look  for  com-   for  crimes 
promise,  despite  Gin-   involving  guns 
grich's  grousing  that 
White  House  staffers  r-eneged  on  a 
deal.  Responds  senior  Clinton  adviser 
George  Stephanopoulos:  "That's  patent- 
ly untrue." 

Gingrich  isn't  likely  to  sit  down  and 
make  peace  with  Clinton  any  time  soon. 
That  situation  leaves  the  Democrats 
hoping  that  Gingrich  will  overreach  and 
suffer  the  fate  of  other  radicals  who 

9 have  been  consumed 
by  their  own  revolu- 
^  tions.  But  confident 

LEAD  THE  Gingrichites  believe 

PLANET  ^^^^  they  are  v^'ithin 

Increase  military    ^^^^^'^    ^Y''  "-^^^te 
readiness,  assert    ^^^.f":-  ^^1^  ""'^gest 
political  realignment  in 
America    since  the 
New  Deal. 

By  Ricliard  S.  Dun- 
ham, with  Lee  Wal- 
that  submerge  g^afc  and  Mary  Beth 
U.S.  sovereignty     Regan,  in  Washington 


American  might 
around  the  world 
and  avoid  multi- 
lateral alliances 
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INTERVIEWS 


PLAIN  TALK 

FROM  SPEAKER  GINGRICH 

Newt  mocks  Clinton  and  expounds  on  the  '96  campaign 


Midway  through  one  of  the  most  productive — and  polaiizing — congression- 
al sessions  in  history,  House  Speaker  Newt  Gingrich  (R-Ga.)  isn't  slow- 
ing down.  In  a  May  26  interview  mth  business  week,  he  outlined  a  vision  of 
post-Welfare-State  America.  The  gop,  Gingrich  promised,  would  soon  keep  its 
pledge  to  balance  the  budget  and  cut  taxes.  He  also  vowed  to  revamp  Med- 
icare and  complete  a  massive  shift  of  power  to  the  states.  And  then?  He  was 
coy:  His  coming  New  Hampshire  visit,  he  allowed,  could  be  to  build  support 
for  his  views,  or  it  could  be  a  scouting  trip  for  a  Presidential  run.  Excerpts: 

Q:  What's  your  prediction  of  the  key 
elements  of  a  compromise  tax  bill? 
A:  I  cannot  imagine  a  bill  coming  out  of 
conference  without  [a  cut  in]  capital 
gains,  a  children's  tax  credit,  an  [IRA- 
type]  savings  account,  and  a  tax  ci'edit 
for  adoption. 


Q:  Some  Rep^iblicans  prefer  to  balance 
the  biidget,  then  cut  taxes.  You  want  to 
do  both  at  once.  What's  your  rationale? 
A:  It  is  politically  impossible  to  sustain 
a  balanced-budget  coalition  without  cut- 
ting taxes.  If  we  are  the  party  that 
says  to  the  average  working  American, 
"In  seven  yeare  we  might  get  ai'ound  to 
a  tax  cut,"  and  we're  competing  with  a 
party  that  says,  "What  the  hell,  at  least 
I'll  give  you  something,"  then  we  will 
get  beaten. 

Q:  Tiiat's  politics.  What's  the  economic 
case  for  cutting  taxes? 
A:  First  of  all,  unlike  the  Sen-  ^ 
ate,  we  [in  the  House]  are 
prepared   to   cut  spending 
enough  to  pay  for  the  tax 
cuts.  Second,  if  you  don't  cut 
capital  gains  and  create  eco- 
nomic gi'owth,  you  never  get 
to  a  balanced  budget.  The 
third  reason  is  that  you  want 
to  send  a  signal  that  we  are 
reestablishing  the  value  of 
entrepreneurship. 


Q:  House  Republicans  pro- 
pose to  cut  taxes  by  $S5S  bil- 
lion and  trim  $H  trillion 
from  spending  over  seven 
years.  The  Senate  formula  is 
$170  billion  and  $1  trillion. 
Will  the  two  sides,  plus  Presi- 
dent Clinton,  get  together  and 
reconcile  their  differences? 
A:  [Clinton]  is  not  in  the 
room  for  reconciliation.  The 
only  way  he  can  get  in  the 
room  is  to  cross  a  watershed, 
and  he  won't  look  at  the  New 
Paradigm. 


Q:  And  the  bottom  line? 

A:  It  might  be  $250  billion  [in  tax  cuts 

over  seven  years]  or  a  little  more. 

Q:  You're  assuming  that  the  Senate, 
which  has  made  tax  relief  con- 
tingent  on  fut/ii'  'iilnn/  rrd/ic- 


a  [If]  7  million  people  show  up 
on  Tuesday  morning  with  a  draft 
petition  and  beg  me  [I'll  run 
for  President] 


tions,  really  wants  to  cut  taxes. 
A:  We're  not  adjourning  this  year  wfri 
out  a  tax  cut.  [Senate  Majority  Le;er 
Bob]  Dole  has  said  there  will  be  aa) 
cut.  I  trust  Dole,  and  he  will  delisr. 
Period. 

Q:  Do  you  worry  that  taking  $1  tril 
of  stimulus  out  of  the  economy  m 
increase  the  risk  of  recession? 
A:  No.  Politicians  should  quit  tryin 
micromanage  the  economy.  I  could  n 
an  argument  that  if  the  market  re 
does  believe  that  we  ai"e  going  to 
ance  the  budget,  the  drop  in  long-t 
bond  [rates]  will  more  than  offset 
loss  of  fiscal  stimulus. 

Q:  What  if  President  Clinton  ve 
some  GOP  bills,  so  you  don't  get  $1 
lion  in  deficit  reduction? 
A:  He  can  veto  the  rescission  bill 
cause  it  cuts  spending.  The  appro] 
tions  bills — if  you  don't  sign  them,  t 
is  no  government.  Which  of  the  t\\ 
us  do  you  think  would  be  more  ^ 
ried  by  that? 

Q:  So  that's  your  strategy — provoi 
showdown? 

A:  We  have  many  strategies.  On 
them  is  to  work  with  the  Presiden 
he'd  like  to  be  in  the  room,  he  can  1 
the  room.  Our  second  option  is  to 
"We'll  pass  the  bills  that  we  think 
right."  But  the  two  most  recent  ["V\ 
House]  fiascos  are  Uke  vaudeville, 
the  President  goes  to  New  Hamps 
and  says:  "I  think  we  can 
ance  the  budget  in  10  ye; 
His  staff  says,  "What?"  an 
repudiates  what  he  said, 
sit  there  and  you  want  to 
Second:  The  President  si 
his  staff  to  talk  to  [Senate 
propriations  Chainnan  M 
Hatfield  and  [House  Appr 
ations  Chairman  Bob]  Li\ 
ston.  The  aides  say,  "Thi 
(ine  thing  we'll  veto  [in 
fi'scission  package]:  if 
l)lock  us  from  impiemen 
the  Executive  Order  on  s 
er  replacement."  They  tal 
out.  We  all  go  to  bed  thin' 
we've  met  the  veto  reqi' 
We  read  in  the  Washin 
Post  the  next  morning  tht 
going  to  veto  the  resci.'- 
bill.  That  is  just  stupid, 
say  to  yourself:  "Why  W' 
you  let  them  in  the  roomif  - 


Q:  Do  you  support  the  P\ 
dent  in  his  trade  showS 
imth  Japan? 
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I'm  refusing  to  disagree  with  the 
sident  when  he  is  directly  negotiat- 
with  the  Japanese.  After  we  get 
lUgh,  I'll  comment  in  retrospect  on 
this  was  strategically  handled. 

One  tenet  of  your  program  is  giving 
•e  authority  to  the  states.  Wliat  evi- 
ze  do  you  have  that  the  states  are 
ly  to  assume  this  responsibility? 
rhe  states  that  have  education  de- 
ments with  the  most  local  autonomy 
iistently  have  the  highest  reading 
•es.  Every  analysis  proves  that 
inized  big-city  schools  fail.  For  40 
•s  we  have  shifted  money  out  of  the 
sroom,  hired  more  labor  bureaucracy, 
it's  aU  garbage.  You  ought 
e  able  to  go  thi-ough  every 
jaucracy  and  say:  "If  you 
t  prove  you're  more  valu-  ^ 
!  than  a  teacher,  you're 
s." 

Yet  some  state  officials 

worry  that  they  lack  the 
urces  to  cope. 
I  don't  know  of  a  single 
essful  downsizing  CEO  who 
lid  agree.  They  all  say, 
J  will  be  astonished  how 
■h  water  there  is  in  the 
em." 

Why  isn't  campaign-fi- 
ce  reform  higher  on  your 
ida? 

[n  a  country  where  chil- 

1  are  dying  of  dnag  addic- 
where  children  are  illiter- 
and    we    have  huge 

)lems  v/ith  Medicaid  and 

icare,  I  think  the  prior- 
are  to  restructure  the 

irlying  system.  Eventually, 

ire  going  to  get  around  to  rethink- 

the  campaign  system.  But  I  don't 

V  when. 

s  t}iere  a  way  for  govemynent  to  re- 
■i  the  rise  in  income  inequality? 
Eliminate  the  welfare  state.  The 
ist  single  factor  in  the  rise  of  in- 
.lity  is  the  collapse  of  the  educa- 
il  system  and  the  rise  of  anti-en- 
reneurial,  anti-property-acquiring 
;  and  regulations,  and  anti-family, 
Tictive  rules,  which  collectively  strip 
poor  of  their  chance  to  be  true 
ricans. 

ire  you  concerned  that  Americans 
more  protectionist  than  they  used 

7 

They're  not  more  protectionist, 
re  more  scared.  They  believe  the 
1  economy  is  a  fact.  They  just  don't 
a  clue  what  we  should  do  about  it. 
j  Patrick]  Buchanan  wing  of  Ameri- 


ca is  pretty  narrow.  It  won't  be  if  the 
economy  decays  radically.  You  could 
have  a  [French  rightist  politician  Jean- 
Marie]  Le  Pen  movement  in  this  coun- 
try if  you  have  a  bad  economy  and  bad 
leadership. 

Q:  Would  you  support  Buchanan  if  he 

were  the  GOP  nominee? 

A:  I'm  not  entertaining  that  question. 

Q:  How  do  you  explain  the  fact  tfiat  at 
the  .same  time  you  say  yoiir  vision  is 
taking  liold,  tlie  Preside^iVs  popularity  is 
rising? 

A:  It's  tine  he  has  risen  into  the  dol- 
drums. But  "strong"  is  Eisenhower, 


Reagan,  Bush  at  70%.  I  don't  regard 
getting  to  54%  as  terrifying.  This  is  a 
President  who  always  improves  his  rat- 
ings every  time  he  hides. 

Q:  Why  are  your  negatives  so  high? 
A:  It's  veiy  hai-d  to  be  a  successful  rev- 
olutionary and  not  have  a  large  number 
of  people  think  the  things  you're  doing 
are  not  appropriate.  Combine  with  that 
the  transition  from  being  a  very  parti- 
san Minority  Whip  to  the  leader  of  the 
House  and  a  national  figui-e.  I  had  unre- 
lentingly negative  press.  And  then,  I 
did  some  things  veiy  clumsily. 

Q:  Such  as? 

A:  One  was  the  $4  million  book  con- 
tract. If  I  had  said  from  day  one,  "I 
can't  consider  that  kind  of  contract,  I'll 
take  $1,"  we'd  have  had  90%  less  flak. 
And  I  should  have  not  talked  honestly 
to  reporters  on  Election  Night  about 
my  analysis  of  Clinton.  It  is  not  the  job 


of  the  leader  of  the  alternative  party. 
And  I  probably  shouldn't  have  done  dai- 
ly press  briefings.  Given  the  nature  of 
the  Washington  press  corps,  they  are 
inherently  adversarial  sessions. 

Q:  Is  the  currerit  gop  field  a  strong 
group? 

A:  It's  a  field  that's  going  to  beat  Clin- 
ton. Any  of  the  major  players  could. 

Q:  Would  it  be  easier  to  implement 
your  vision  if  you  were  President? 
A:  Sure.  If  you  waved  a  wand  tomor- 
row morning— I  think  that  would  be 
cool.  Fii"st  of  all,  in  the  cmrent  competi- 
tion for  defining  where  we're  going,  I'm 
doing  fine.  You  look  at  the  last 
six  months  and  tell  me  which 
of  the  two  offices  [the  White 
House  or  the  Speaker's  office] 
has  been  more  effective.  I 
don't  have  a  clue  as  to  how 
you'd  do  what  I  do  in  teiTns  of 
educational  leadership,  and  as 
Speaker,  and  ran  for  President 
at  this  point  in  my  life. 

Q:  Do  you  foresee  any  cir- 
cumstances under  which  you 
would  run? 

A:  Sure.  Seven  million  people 
show  up  Tuesday  morning 
with  a  draft  petition  and  beg 
me.  Even  Eisenhower  came 
back  from  Paris.  I  don't  have 
any  compulsive  urge  to  run 
for  President. 

Q:  So  why  are  you  head- 
ed to  New  Hampshire  on 
June  9? 

A:  There  are  two  ways  to 
look  at  this.  One  is  that  this  is 
a  good  way  to  covei-  your  bet. 
The  other  is,  assume  for  a  minute  that  I 
have  no  intention  at  all  of  running,  that 
I  really  want  to  shape  the  debate. 
Where  would  you  go  to  maximize  the 
impact  of  what  we're  saying?  Des 
Moines  and  Manchester. 

Q:  What  is  the  most  important  thing 
you  learned  in  your  first  months  in 
power? 

A:  The  key  is  leading  the  culture,  not 
leading  the  government.  Because  if  you 
change  the  direction  of  the  entire  dia- 
logue, everything  else  falls  in  place  be- 
hind it. 

Q:  WhaVs  the  biggest  risk  to  your 
agenda? 

A:  This  is  veiy,  veiy  hai'd.  I  wony  that 
the  number  of  smart  things  that  we 
have  to  do  simultaneously  over  the  next 
year — and  the  number  of  dumb  things 
we  have  to  avoid — is  so  large  that  sheer 
exhaustion  vdll  break  us. 


[Clinton]  is  not  in  the  room 
for  [budget]  reconciliation.  The 
only  way  he  can  get  in  the  room 
is  to  cross  a  watershed 
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FOREIGN  POLICY 


BILL  CLINTON'S 
WORLD  OF  TROUBLE 

From  China  to  Bosnia  to  Japan,  the  President's  foreign  policy  is  drawing  flak 


The  Foreign  Policy  President?  Not 
Bill  Clinton.  He  came  into  office 
determined  to  tackle  America's 
domestic  problems.  Even  after 
Republicans  won  control  of  the  Con- 
gress in  1994,  foreign  policy  remained 
largely  a  sideshow  to  high-stakes  politi- 
cal battles  over  fiscal  and  social  policy 
being  waged  fi'om  both  ends  of  Pemisyl- 
vania  Avenue.  Now,  suddenly,  with  dis- 
putes flaring  up  in  Asia  and  Europe, 
the  world  stage  is  looking  treacherous 
for  Clinton.  The  question:  Can  the  Pres- 
ident maneuver  deftly  enough  to  defuse 
the  spiraling  crises? 

It  has  been  open  season  on  Clintons 
handling  of  world  affairs  ever  since  his 
controversial  Moscow  summit  with  Rus- 
sian President  Boris  Yeltsin  in  early 
May.  Clinton  made  a  rookie  error:  He 
raised  e.\pectations  for  the  meeting, 
then  came  home  empty-handed.  Such 
muffed  maneuvers  have  become  stan- 
dard, critics  carp.  After  three  years  in 
office,  the  Clinton  team  still  operates 
ad  hoc,  often  failing  to  win  internation- 
al backing  for  its  initiatives.  "We're  al- 
ways too  ramshackle,  we've  never  been 
smooth,"  admits  Raymond  G.  H.  Seitz, 
former  U.S.  Ambassador  to  Britain. 
TAIWAN  FLIP-FLOP.  That's  glaiingly  obvi- 
ous as  troubles  break  out  around  the 
globe.  China,  incensed  at  Clinton's  last- 
minute  decision  in  May  to  allow  Taiwa- 
nese President  Lee  Teng-hui  to  visit 
the  U.  S.,  has  abnjptly  halted  all  high- 
level  militaiy  exchanges  with  the  U.  S. 
Many  China  watchers  fear  Beijing  will 
retaliate  fuither  by  reneging  on  jjledges 
to  curb  missile  sales.  Clinton's  flip-flop, 
coming  after  months  of  insisting  Lee 
wasn't  welcome  in  the  U.  S.,  possibly 
could  even  cost  LI.  S.  companies  some 
juicy  contracts  in  the  booming  markets 
of  the  Middle  Kingdom.  "We're  waiting 
for  the  other  shoe  to  drop,"  says  Thom- 


as D.  Gorman,  chaa-man  ot  the  Ameri- 
can Chamber  of  Commerce  in  Hong 
Kong  and  president  of  CCT  Asia-Pacific, 
a  Hong  Kong-based  publisher. 

The  economic  stakes  are  even  higher 
in  Ameiica's  acrimonious  dispute  with 
.Ja])an  over  autos  and  auto  parts.  A  full- 
blown trade  war  could  enipt  on  June  2<S, 


when  sky-higii  U.S.  tariffs  on  impd 
Japanese  lu.xiu'y  cars  are  set  to  go 
effect.  Trade  hands  are  counting  oi  : 
usual  eleventh-hoiu'  compromise  to  ; 
disaster,  and  there  are  rumors  ol 
newed  talks.  Still,  neither  .side  st^ 
willing  to  blink. 

As  if  that  weren't  enough,  telex 


Too  often,  the  Administration  launches  new 
policies  without  shoring  up  international  support 
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res  of  French  and  British  soldiers 
ned  to  Sei'bian  militaiy  installations 
Josnia  illuminate  the  lack  of  cred- 

U.  S.  leadership.  Washington  has 
1  in  the  awkward  position  of  urging 
strikes  on  Serb  strongholds  without 
g  willing  to  put  U.  S.  troops  at  risk, 
in  a  May  31  speech,  Clinton  for  the 

time  said  he  would  consider  dis- 
hing gi'ound  forces  to  Bosnia  to  help 
!ploy  or  rescue  U.  N.  peacekeepers. 
-TOUGH  TACTICS.  For  Clinton,  all 

amounts  to  a  sudden  comedown, 
il  Bosnia,  his  Administi'ation  seemed 
e  finding  its  foreign  policy  footing  af- 
a  series  of  blunders  early  on.  Last 

U.  S.  troops  restored  Haitian  Pres- 


t.N.  TROOPS 

ge  in  bosnia, 
:r  hawks  now 
or  restraint 


factoi's  still  could  trip  Clinton  up.  These 
days,  economic  muscle  often  counts  for 
more  than  military  might.  Yet  Uncle 
Sam  is  broke.  That  has  emboldened  Ja{>- 
anese  officials  to  dig  in  their  heels 
against  U.  S.  demands  that  Tokyo  open 
up  its  auto  market.  Years  of  writing  fat 
foreign  aid  checks  to  its  neighbors  as- 
sures Japan  of  strong  Asian  backing  for 
its  stance.  And  having  failed  to  muster 
European  suj^ijoit  in  advance,  Washing- 
ton finds  itself  on  the  losing  side  of  the 
global  public-relations  battle. 

On  Capitol  Hill,  wholesale  microman- 
agement  of  foreign  policy  isn't  making 
the  President's  job  any  easier.  Take  the 
fiu'or  over  Taiwan,  which  China  regards 


U.S.  Foreign  Policy: 
Where  Sparks  Are  Flying 

CHINA  i  A  yearlong  U.S.  bid  to  nurture  economic  and  security  ties  with 
Beijing  could  be  derailed  by  Chinese  ire  over  Clinton's  sudden 
decision  to  let  Taiwan's  President  visit  the  U.S. 

JAPAN   :  Washington  is  poised  to  launch  a  trade  war  with  Tokyo  on  June 
28  if  both  sides  fail  to  resolve  a  dispute  over  autos  and  auto 
parts.  Negotiations  may  restart  in  mid-June. 

IRAN    :  Europe  and  Japan  have  rebuffed  Clinton's  call  for  a  broad 
embargo  on  Tehran. 


BOSNIA 


The  American-led  policy  of  using  NATO  air  strikes  to  halt  Serb 
advances  collapsed  as  Serbs  took  U.N.  peacekeepers  hostage, 
straining  U.S. -European  relations. 


Jean-Beitrand  Aristide  to  power 
)ut  filing  a  shot.  U.  S.  ti-ade  nego- 
"s  blunted  China's  bid  foi'  easy  en- 
ito  the  new  World  Trade  Organiza- 
md  signed  an  accord  with  Beijing 
j  strengthens  Chinese  protection  of 
II  ican  intellectual  property  rights, 
ij  the  President's  get-tough  tactics 
i;  Japan  are  playing  to  mostly  favoi- 
>i  ceviews  in  U.  S.  business  circles — 
W  'ould  yet  prove  a  shrewd  gamble. 
I;  ;d,  top  U.  S.  and  Japanese  officials 
i;,  ilks  may  resume  in  mid-June. 
{  t  even  on  Japan,  a  combination  of 


as  a  renegade  province.  A  bipartisan 
coalition  of  lawmakers  tlireatened  to  re- 
wiite  immigi-ation  laws  to  let  Lee  into 
the  country  unless  Clinton  granted  him 
a  visa.  The  President  reluctantly  ac- 
quiesced— blaming  Congi-ess  for  mak- 
ing him  do  it. 

Similarly,  di-aconian  legislation  cham- 
pioned by  Senator  Alfonse  D'Amato  (R- 
N.  Y.)  drove  the  Clintonites  to  impose  a 
broad  trade  ban  on  Iran,  to  the  con- 
sternation of  the  Europeans  and  Japa- 
nese. And  many  gop  ciitics  of  Clinton's 
Bosnia  policy  are  calling  for  congres- 


sional restraints  on  further  U.  S.  action, 
even  though  they  once  howled  for  puni- 
tive air  strikes  on  Serb  strongholds. 

Many  in  Congr-ess  want  to  go  much 
further  in  crimping  Clinton's  ability  to 
act  decisively  overseas.  Pending  for- 
eign affairs  bills  in  the  House  and  Sen- 
ate include  provisions  that  slash  for- 
eigii  aid,  direct  the  President  to  appoint 
an  envoy  to  Tibet,  and  deny  visas  to 
foreigTiers  who  do  business  with  Cuba. 
"It's  a  broad-biTJsh  assault  on  the  Pres- 
ident's conduct  of  foreign  policy  and  his 
foreign  policy  agenda,"  says  Arnold 
Kanter,  senior  associate  at  the  Foinim 
for  International  Policy  in  Washington 
and  a  top  State  Dept.  official  in  the 
Bush  Administration. 

The  Clintonites  wouldn't 
be  in  such  hot  water  if  they 
had  moi-e  of  a  gift  for  map- 
ping strategy.  Case  in  point: 
Taiwan.  The  gToundswell  of 
domestic  political  support  for 
Lee's  visit  should  have  been 
obvious  to  Administration 
policymakers  months  earlier. 
But  U.S.  officials  failed  to 
prepare  the  Chinese  and  did 
not  wring  concessions  from 
Taiwan  or  Congi'ess  for  their 
policy  flip-flop. 

Too  often,  Clinton  launches 
foreign  policies  without  tliink- 
ing  them  through  or  shoring 
up  international  support.  For 
instance,  hostage-taking  by 
the  Serbs  was  a  predictable 
consequence  of  the  NATO  air 
attacks  in  Bosnia.  Yet  as  the 
leading  proponent  of  using 
aiipower,  the  Administration 
didn't  have  a  fallback  plan. 
"Clinton  has  caused  problems 
for  himself  and  the  U.  S.  by 
failing  to  have  a  consistent 
[Am  of  action  that  thinks  two 
or  three  steps  ahead,"  says 
former  State  Dept.  policy- 
maker Robert  B.  Zoellick. 

Clinton  will  get  a  chance 
to  redeem  himself  at  a  sum- 
mit of  the  leaders  of  the  sev- 
en major  industrial  countries 
that  staits  June  15  in  Halifax, 
Nova  Scotia.  Bosnia  seems  sure  to  be  on 
the  agenda.  And  the  President  will  have 
a  chance  to  press  Japan  yet  again  on 
its  auto  mai'ket.  Getting  bogged  dowTi  in 
such  issues  is  the  last  thing  Clinton 
needs  as  he  girds  for  budget  and  wel- 
fare-reform battles  with  Congi'ess.  But 
he  knows  he  must  do  a  better  job  in 
dealing  with  them.  The  global  stakes 
are  too  high  for  him  to  remain  just  the 
Domestic  Policy  President. 

By  Amy  Borrus,  with  Stem  Crock, 
in  Washington  and  Joyce  Barnathan 
in  Hong  Kong 
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DEALS 


THIS  IS  JUST  THE  SECOND  INNING 
OF  A  NINE-INNING  GAME' 

Will  Kerkorian  use  Wasserstein  to  strike  a  deal  with  Chrysler? 


Is  Los  Angeles  billionaire  Kii'k  Kerko- 
rian scrapping  his  attempts  to  take 
over  Chrysler  Corp.?  At  fii-st,  that's 
the  way  it  looked  on  May  31,  when 
Kerkorian  announced  that  he  had  with- 
drawn his  $20.5  billion  bid  for  the  com- 
pany. But  Kerkorian  also  announced 
that  he  had  liired  Wasser-stein  PereUa  & 
Co.  as  his  investment  banker  And  Alex 
Yemenidjian,  Kerkorian's  right- 
hand  man,  sounds  eveiy  bit  as 
defiant  as  the  day  Kerkorian 
fii'st  made  his  offer  for  the  auto 
maker:  "We're  not  going  away, 
this  is  just  the  second  inning 
of  a  nine-inning  game,"  Yeme- 
nidjian says.  "We're  in  it  for 
the  long  haul." 

Bluff?  Bluster?  Or  is  Kerko- 
rian getting  ready  for  another 
gambit?  Kerkorian's  troops  con- 
tend it's  a  case  of  the  latter: 
They  say  they're  still  sounding 
out  potential  partners  and  fi- 
nancial sources,  including  at 
least  one  overseas  carmaker, 
and  foreign  lenders. 

Wall  Street,  which  has  never 
embraced  Kerkorian's  under-fi- 
nanced $55  a  share  bid  for  the 
nation's  third-lar"gest  car  com- 
pany, figures  Kerkorian  may 
try  to  use  Wasserstein  Per-ella 
dealmaker  Br'uee  Wasser-stein 
as  his  emissary  to  Chrysler 
Chairman  Robert  J.  Eaton.  The 
goal:  to  cut  a  deal  to  dump 
Kerkorian's  $1.6  billion,  10% 
stake  in  Chrysler.  "Kerkorian 
wants  to  continue  conver-sations 
with  Chrysler;  and  Wasserstein 
gives  him  credibility,"  says  ai"bi- 
trageur'  George  A.  Kellner  of 
Kellner  Dileo  &  Co.  "But  Ker-korian  will 
have  to  come  up  with  real  backing  be- 
fore anyone  is  going  to  pay  attention 
to  him."  Yemenidjian  denies  the  shares 
are  for  sale. 

STATE  OF  FLUX?  Sources  in  the  Ker- 
korian camp  say  that  they're  still  work- 
ing on  a  consent  solicitation,  which 
would  allow  them  to  directly  contact 
Chrysler's  shareholders  to  oust  board 
member's  who  have  so  far  r-esisted  their 
overtures.  The  sources  say  Yemenid- 
jian has  talked  v^ith  German  carmaker 


Daimler  Benz,  among  other's.  Wasser'- 
stein  Per'ella,  meanwhile,  will  reexplore 
strategies — everything  from  a  r'e- 
vamped  takeover  bid  to  trying  to  force 
Chrysler  to  raise  its  dividend,  which 
has  been  doubled,  to  $2  per  share, 
since  December.  "We  wouldn't  take 
someone  on  if  we  felt  we  were  being 
used  as  a  face-saving  device,"  says  Mi- 


/ 


EATON:  NO 
QUARTER 


KERKORIAN 
NO  ALLIES 


SALES  JOB 


Eaton  has  convinced 
the  Street  that  using  Chrysler's 
$7.3  billion  cash  hoard  for  a  buyout 
would  be  a  serious  mistake 


chael  Biondi,  managing  dir'ector-  at  Was- 
serstein. "We  know  they'r'e  in  this  for 
the  long  haul." 

The  difficulty:  Few  outsiders  believe 
that  Ker'korian  ever  will  mount  a  cred- 
ible takeover  threat.  Daimler  Benz  and 
other  potential  industrial  partners  deny 
any  interest.  Indeed  a  source  close  to 
Chrysler-'s  boar'd  claims  that  in  late  May 
Daimler  signed  a  wr-itten  pledge  not  to 
buy  Chrysler  shares. 

Eaton,  moreover,  has  convinced  Wall 
Street  and  many  major  shareholders 


that  using  most  of  the  company's 
billion  cash  hoar'd  for  a  leveraged 
out  would  leave  the  car'maker  da: 
ously  vulnerable  in  a  downturn.  I 
bid  to  succeed  now,  Kerkorian  w 
need  to  double  the  $3  billion  in 
tional  equity  he  had  planned  to 
up,  says  Theodor'e  Shasta,  vice-p 
dent  at  Loomis  Sayles  &  Co.,  a 
shareholder 

Other  complications  would  ma 
revised  bid  even  more  problem 
Friends  and  for-mer  Chrysler  ex 
fives  say  Eaton  and  other  top  ma 
ers  have  vowed  not  to  stay  on  if 
korian  succeeds  in  putting  togeth 
buyout.  Since  the  executives  have 
well — and  Kerkorian  had  planne 
include  them  in  his  bid — their  thi 
ened  depar'ture  might 
potential  investors  from  b 
ing  Kerkorian. 
PRESSURE  POINT.  Lining  I 
nancing  has  gotten  tough( 
well.  Under  terms  negoti 
in  early  May,  a  new  $8  b: 
line  of  credit  for  Chrysler 
nance  subsidiary  would  ha'' 
be  r-enegotiated  if  the  com; 
changed  hands.  And  a  h: 
leveraged  parent  com 
would  make  banks  shy 
from  further  lending.  Ana 
and  Chrysler  shareholder 
lieve  Kerkorian  would 
forced  to  sell  Chrysler  F: 
cial  Corp.,  placing  the  cam 
at  a  marketing  disadvantaj 
major  r^ivals,  which  all  nm 
own  finance  oper'ations.  "\ 
out  [more]  money,  this 
stillborn,"  says  one  invest) 
banker. 

The  Kerkorian  forces 
mantly  deny  they  will  tr 
cut  a  deal  for  their  sh; 
"Absolutely  not.  We  hav( 
been  hired  to  sell  his  sti 
growls  Ellis  Jones,  the 
serstein  Perella  managinj 
rector  who  signed  on  Kei 
ian  as  a  client.  But  evi 
Ker'kor'ian  does  not  sell  o 
mount  another  takeover,  Chrysler 
utives  can't  ignor'e  the  gamblinj 
coon,  given  his  huge  stake.  What 
else  Kerkor'ian  does  or  does  not  d 
seems  sure  to  keep  the  pressur 
Chrysler's  management  to  boost 
company's  share  price.  "I  don't 
anybody  here  believes  he's  going  a' 
says  one  Chrysler  official.  Not 
away,  in  any  case. 

By  Ronald  Grover  in  Los  An 
and  David  Woodruff  in  Detroit, 
Leah  Nathans  Spiro  in  New  York 
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HERE  SEARS 

ANTS  AMERICA  TO  SHOP  NOW 

;onsumers  forsake  the  mall,  it  returns  to  Main  Street 


rhen  Earl  Jahnke,  78,  needs  re- 
placement blades  for  his  Sears 
Craftsman  grass  trimmer,  he 
I  drive  to  the  Sears,  Roebuck  & 
5tore  at  the  Hawthorn  shopping 
in  Vernon  Hills,  111.  Instead,  the 
;d  plant  manager  skips  the  25-mile 
and  the  mall  parking  hassle  and 
his  blades  at  a  local  hardware 
.  A  lost  sale  for  Sears?  Hardly.  It 
the  hardware  store. 
3  a  major  departure  from  Sears' 
les-old  strategy  of  locating  cavem- 
eneral-merchandise  stores  in  shop- 
malls.  This  yesa%  Sears  is  opening  a 
of  freestanding  stores  on  commer- 
trips  and  in  small  towns.  Its  think- 
The  number  of  shoppers  visiting 
has  tailed  off  since  1990,  as  has 
construction.  "If  the  company 
5  to  grow,  we  have  to  look  off  the 
'  says  Marv  Stern,  president  of 
Home  Group. 

SING  ROOM.  Sears  has  been  playing 
pieces  of  such  a  strategy  since 
when  it  opened  the  first  of  its 
banding  hardware  stores.  Now, 
h,  the  company  says  it  is  fully  em- 
ig  the  new  direction.  It  won't  dis- 


cuss how  much  it  will  invest  but  says  it 
expects  to  open  50  hardware,  30  furni- 
ture, and  80  rural  "authorized  dealer" 
stores  by  yearend.  By  2000,  it  hopes  to 
expand  to  500  hai'dwai-e  stores,  250  fui'- 
niture  stores,  and  800  dealer  outlets. 

Such  plans  are  the  doing  of  Arthiu-  C. 
Martinez,  Sears  Merchandise  Group 
chief  executive.  Since  taking  charge  of 
the  division  in  late  1991,  Martinez  has 
renovated  hundreds  of  dated  stores  and 
upgi'aded  apparel  quality,  lifting  operat- 
ing profits  to  $890  million  last  yeai-  from 
1992's  $2.9  biUion  loss.  Now,  Martinez, 
who  will  succeed  Edward  A.  Brennan  as 
company  chairman  in  July,  is  looking  to 
free  up  even  more  space  for  apparel 
while  finding  new  avenues  of  growth. 

To  do  that,  the  retailer  has  focused  on 
three  new  stand-alone  chains.  One, 
called  Sears  Homelife,  will  sell  all  of 
Sear's'  furniture  and  mattresses  by  1997. 
Sears  also  is  developing  the  network  of 
dealer  stores  featuring  appliances,  elec- 
tronics, and  home  and  garden  gear  to 
sei-ve  the  loiral  areas  it  largely  aban- 
doned when  it  closed  its  catalog  opera- 
tion in  1992.  And  the  hardware  stores, 
mainly  in  urban  areas,  are  aimed  at  ex- 


TOOL  TIME:  "Authorized  dealers"  sell 
to  former  Big  Book  rural  customers 

panding  sales  of  such  well-known  Sears 
home-improvement  brands  as  Crafts- 
man tools  and  Weatherbeater  paint. 

More  store  concepts  may  be  on  the 
way.  At  a  May  24  meeting  with  Wall 
Street  analysts,  Martinez  said  Sears 
might  accelerate  the  expansion  by  ac- 
quiring a  furniture  chain — or  an  auto 
ser-vice  chain  to  complement  Sears'  mall- 
based  auto  business.  Analysts  applauded 
the  notion.  "This  [new  strategy]  has 
great  potential  to  be  a  big  winner  for 
Sears,"  says  retaO  consultant  Alan  Mill- 
stein.  "Theu"  brand  equity  is  unequaled." 
WRENCHES  TO  GO.  Indeed,  eariy  results 
ai'e  encom-aging.  The  iniral  dealer  stores 
are  producing  average  gi'oss  sales  of 
over  $1  milhon  each  in  their  first  year, 
exceeding  expectations.  In  hardware. 
Sears  says  it  already  has  found  a  lu- 
crative niche  by  focusing  on  do-it-your- 
self home  remodelers  who  want  to  get 
in  and  out  of  the  store  quickly.  In  Co- 
lumbus, Ohio,  where  it  has  opened  10 
20,000-square-foot  hardware  stores  in 
addition  to  its  three  full-line  stores, 
Sears  claims  its  home-improvement  mar- 
ket share  has  doubled.  All  the  hard- 
ware outlets  it  has  opened  in  the  city 
are  profitable. 

Still,  the  hardware  business  is  hotly 
competitive,  pitting  aggi'essive  neigh- 
borhood chains  such  as  Tin- Value  Hai'd- 
ware  and  Ace  Hardware  against  the 
home-improvement  behemoths.  Home 
Depot  Inc.  and  Builders  Square  Inc., 
which  are  expanding  rapidly  into  new 
markets.  Sears  admits  that  its  furni- 
ture stores,  meanwhile,  haven't  been 
wildly  successful:  With  consumers  un- 
willing to  spend  consistently  on  big- 
ticket  items,  results  of  that  chain  have 
cliinbed  and  dropped  with  durable-goods 
cycles. 

Which  is  to  say.  Sears  isn't  writing  its 
big  department  stores  off.  The  retailer 
says  it  remains  committed  to  rejuve- 
nating its  800  mall-based  stores  with 
better  brand-name  apparel,  cosmetics, 
and  jeweliy.  And  when  the  spin-off  of 
the  Allstate  Insurance  Group  unit  is  fi- 
nalized in  July,  Sears  again  will  be  fo- 
cused purely  on  retaihng,  a  focus  that 
may  be  the  key  part  of  Martinez'  plan. 
He's  proving  that  in  retailing,  strategy 
is  more  important  than  scale — and  not 
every  sale  is  made  at  the  mall. 

By  Susan  Chandler  in  Chicago 
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OMPflNY  REPORTS 


HARDWARE  This 
year,  Sears  will  open 
50  Sears  Hardware 
stores  stocking 
tools,  hardware,  and  garden 
items.  By  2000,  it  wants  500. 


o 


FURNITURE  Sears 
furniture  will  be  sold 
in  Homelife  stores. 
The  chain  plans  to 


open  30  in  1995  and  wants 
250  stores  by  2000. 


SEARS  DEALERS 

Since  June,  1993, 
Sears  has  opened 
301  independently 
owned  rural  stores.  By  2000, 
it  wants  800. 
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INVESTIGATIONS 


33  CRASHES:  DESIGN  FLAW 
OR  PILOT  ERROR? 

The  FAA  is  under  pressure  to  ground  Robinson  Helicopter 


John  B.  Drake,  the  ntsb's  chief  avia- 
tion engineer.  "We're  concerned  that  we 
may  have  more  in  the  future  just  hke 
them." 

An  FAA  spokesman  says  the  agency 
hasn't  seen  the  report  yet  but  is  still 
leaning  against  gi'ounding  the  855  Rob- 
inson helicopters  that  fly  in  the  U.  S. 


ROBINSON 
SELLS  MORE 
CIVILIAN 
COPTERS  THAN 
BELL  AND 
SIKORSKY 


Twenty  years  ago,  Frank  D.  Robin- 
son was  designing  helicopters  on 
drafting  tables  he  set  up  in  the  liv- 
ing room  of  his  home  in  Rancho  Palos 
Verdes,  Calif.  Today,  Robinson  Helicop- 
ter Co.,  of  which  he  is  founder  and  ceo, 
produces  more  civilian  choppers  than 
any  other  maker  in  the  world.  Police 
agencies  use  the  Torrance 
(Calif.)    company's  light- 
weight R-22s  for  ah'  patrols. 
Radio  stations  track  traffic 
with  them.  Hundreds  of  ex- 
ecutives commute  in  the 
two-seatere.  Because  they're 
relatively     inexpensive — 
$110,000  each,  a  fraction  of 
the  cost  of  the  bigger  mod- 
els made  by  rivals  Bell  Hel- 
icopter Textron  and  Sikor- 
sky Aircraft— 8  of  10  flight 
schools  depend  on  them  for 
pilot  training. 

But  along  with  the  grow- 
ing popularity  of  Robinson's 
ail'craft  has  come  a  troubling 
stiing  of  ci-ashes.  During  the 
past  15  years,  57  people 
have  died  in  33  in-flight 
breakups  of  Robinson  heli- 
copters, according  to  the 
National  Transportation 
Safety  Board. 

The  family-run  company 

attributes  most  of  the  mis-   

haps  to  pilot  en'or  and  inex-  ^  p 

perience.  And  the  Federal  Claims  Dv  leueral  mvcstigators  that 

Aviation    Administration,  a     •  i 

which  is  free  to  accept  or  the  choDDers  2iYe  laultv  are  without 

reject  recommendations  the 

NTSB  makes  based  on  its  in-  aRv  Dasis  111  fact,  savs  RoDinson 

vestigations  of  accidents, 
agr-ees:  The  agency  has  con- 


f 


i 


tigators  "continue  to  push  that  [di 
flaw]  theory,  they're  doing  it  wi\ 
any  basis  in  fact,"  he  says.  Rather 
gi-ound  the  helicopters,  which  he 
tends  have  a  sound  design,  the 
should  emphasize  "better  trainin 
the  part  of  pilots  and  more  restric 
on  fUght  instructors."  Because  his 
pany  has  populai-ized  affordable  he 
ters,  it  has  become  a  "guinea  pig 
regulators  tiying  to  grapple  with  a 
trend,  Robinson  says.  Many 
schools  support  his  view.  Larr 
Durocher,  president  of  Northeast 
copters  Inc.  in  Ellington,  Conn.,  pr 
Robinson  copters  as  among  the  w( 
safest. 

Purchases  from  such  loyal  custo] 
pushed  Robinson  to  sal^ 
$47  million  last  year, 
Frank  Robinson  says 
company  is  profitable 
it  has  attracted  ntsb 
cism  almost  from  its  lai 
In  1982,  an  R-22  broke 
midair  near  Paige, 
Safety  investigators  i 
for  the  FAA  to  ground 
helicopters  until  cha: 
were  made  to  its  rotor 
tem.  The  faa,  however, 
eluded  that  the  R-22  m( 
design  requirements  ani 
lowed  it  to  keep  flying, 
inson  blames  the  eras!  - 
jjilot  en-or. 

STORMY  WEATHER.  Buti); 

problems  continued.  F  uiii 
198:3  to  1994,  the  NTSB  i  ipe 
an  additional  32  chop;  Ki 
broke  up  in  flight  after 
helicopters'  rotor  bladei 
the  fuselage  or  tail.  And 
year,  R-22s  and  R-44s  \ 
involved  in  foui*  similar-fhi 
fatal — crashes,  three  in 
rope.  The  U.  S.  mishap 
cuired  on  Sept.  28,  whe:  \-y 
R-22  piloted  by  business  h 
Robin  D.  Ti'ogdon,  35|l, 
Garner,  N.  C,  broke  a 
shortly  after  takeoff.  Rc 
again  says  the  ci 


sistently  refused  to  ground  Robinson 
copters. 

FIGHT  OR  FLIGHT.  On  June  6,  however, 
the  NTSB  board  vrill  review  a  new  study 
of  accidents  involving  the  R-22  and  its 
larger  cousin,  the  four-seat  R-44.  The 
report's  conclusion:  The  crashes  stem 
from  a  design  flaw.  Based  on  the  study, 
aviation  sources  predict,  the  board  may 
renew  its  call  for  gi'ounding  the  heli- 
copters until  the  company  fixes  the 
problem.  "The  accidents  are  very  simi- 
lar, and  they're  still  unresolved,"  says 


After  the  NTSB  on  Jan.  6  urged  the  VAA 
to  gi-ound  the  copters,  the  agency  in- 
stead issued  an  alert,  advising  pilots 
not  to  fly  the  craft  in  severe  turbulence. 
Two  days  later,  the  FAA  made  the  advi- 
soi-y  mandatoi-y,  and  on  Feb.  23  it  is- 
sued a  iTile  requiring  special  pilot  train- 
ing for  R-22  and  R-44  fliers.  On  May 
25,  it  also  issued  an  order  restricting 
pilots  from  performing  a  tricky  flying 
maneuver  in  Robinson  copters. 

Frank  Robinson  argues  the  faa  is 
taking  the  right  approach.  If  NTSB  inves- 


son 

was  pilot  eiTor. 

Will  the  FAA  continue  to  let  Robi] 
copters  fly?  The  agency  says  it's  w  t ; 
ing  with  Robinson  on  enginee;;r 
changes  to  prevent  the  speed  of  tb 
tor  blades  from  slowing — a  causifc 
many  of  the  accidents.  The  ntsb,  Ori 
ever,  doubts  that  will  fix  the  probl([ 
It's  hoping  its  report  will  pressure 
FAA  to  take  a  tougher  stand. 

By  Christina  Del  Valle  in  WasM 
ton  and  Larry  Armstrong  in  jto 
A7igeles 
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ATEGiES 


lYTAG  WASHES 
IT  A  RED  STAIN 

ing  a  losing  unit  makes  the 
liance  maker  buyout  bait 

;ver  mistake  Chief  Executive  Leo 
lard  A.  Hadley  for  Maytag  Corp.'s 
'lonely  repairman."  Since  taking 
the  company's  top  spot  in  1992, 
;y  has  poured  more  than  $300  mil- 
nto  stodgy  factories,  overhauled 
:ompany's  product  line,  and  re- 
)rated  lackluster  marketing  efforts, 
lay  30,  Hadley  made  his  biggest 
yet,  selling  Maytag's  loss-plagued 
er  Europe  unit  to  Italy's  Candy 
:70  miUion. 

fixing  so  many  problems,  though, 
•y  may  have  created  another:  May- 
self  may  be  up  for  gi'abs.  Shorn  of 


Hoover  Europe,  some 
analysts  think  the 
company  is  now  an  at- 
tractive target  for  a 
foreign  buyer  looking 
to  crash  the  lucrative 
North  American  appU- 
ance  market.  Says  ex- 
Hoover  Group  Presi- 
dent Frank  Vaughn: 
"I'm  sure  there  are  a 
lot  of  companies  look- 
ing at  them." 

Indeed,  Maytag  pre- 
sents an  attractive  en- 
tree to  the  U.  S.  In  Maytag  and  Jenn- 
Air,  it  owns  some  of  the  nation's  best 
high-end  brands.  And  last  yeai;  its  net 
income  rose  189%,  to  $147.9  million,  on 
sales  of  $3.4  billion.  One  Wall  Street  an- 
alyst believes  Maytag  could  be  bought 
by  the  end  of  1995,  fetching  as  much  as 
$3.5  billion.  Likely  bidders:  GeiTnan  appli- 
ance maker  Bosch-Siemens  Hausgerate, 
as  well  as  Korean  manufactm-ers  Hyun- 
dai, Samsung,  and  LG  Group. 


SLOSHING  AROUND 


Most  investors  had 
hoped  for  a  buyer  in 
the  early  1990s,  when 
Maytag  was  flounder- 
ing. The  low  point:  a 
promotion  that  offered 
British  customers, 
among  other  pi-emiums, 
free  air  travel  to  the 
U.  S.  for  a  pui'chase  of 
$375  or  more.  The  deal 
attracted  200,000  tak- 
ers, forcing  $72.6  mil- 
lion in  pretax  charges. 
Two  years  later,  says 
Raymond  A.  Perrier,  brand-evaluation 
director  for  Interbrand  Group,  'theii*  im- 
age still  hasn't  recovered  completely." 

That's  why  nobody  cried  when 
Hoover  Europe  fetched  $50  million  less 
than  analysts  predicted.  "It's  good  the 
problem  is  behind  them,"  says  Memll 
Lynch  &  Co.  appliance-industry  analyst 
Jonathan  L.  Goldfai'b.  The  problem  now: 
staying  independent. 

By  Kevin  Kelly  in  Chicago 
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L  ESTATE 

LL  HOUSE 
TION? 

mry  tract-home  builder 
;  to  replicate  its  success 

bles  are  big  this  year.  In  the  ex- 
rban  frontiers  of  eastern  Pennsyl- 
ania  and  western  New  Jersey, 
5  perch  atop  dozens  of  new  look- 
5400,000  houses  on  look-alike  plots. 

are  unique — in  a  suitably  stan- 
ivay.  They  are  American.  They  are 
uff  of  Toll  Brothers  Inc. 
i  brothers — that's  Robert,  54, 
Jruce,  52 — have 

a  fair  bit  of 
Y  over  28  years 
X,  "semi-custom" 
i  for  the  well-to- 
'he  formula  is 

They  combine 

land  with  bor- 
,  proven  designs 
11  the  bells  and 
les  they  can 
r.  And  the  mar- 
;  right:  Expen- 
louses  continue 
ve  well,  even  as 
roader  market 
off.  Since  1991, 
Huntingdon  Val- 
a.)  company  has 
I  tripled  its 
to  $504.1  million 
3ar,  boosting  its 


net  income  sevenfold,  to  $36.2  miUion. 

Toll  Brothers  is,  in  fact,  the  biggest 
builder  of  luxury  homes  in  the  U.S. 
Now,  the  brothers  have  begun  expand- 
ing well  beyond  their  East  Coast 
stronghold  by  building  a  modest  number 
of  homes  in  North  Carolina,  Southern 
California,  and  Florida.  Texas  is  next. 

Why  mess  with  success  by  poking 
around  unfamiliar  gi-ound?  It  could  be 
that  Toll  Brothers  is  running  short  of 
room  to  grow.  Given  that  new-home 
sales  nationwide  fell  2.7%  in  April,  the 
Tolls  are  posting  respectable  results. 
But  after  1993's  44%  gain  in  backlogged 
orders,  their  backlog  rose  just  15%-  in 
fiscal  1994.  This  year,  analysts  at  Mont- 
gomery Securities  expect  it  to  grow  less 
than  6% — and  Chief  Executive  Robert 
Toll  says  traffic  and  sales  are  down 
some  5%'  in  many  of 
his  developments. 

On  its  side,  Toll 
has  baby  boomers— 
in  large  quantity. 
Crows  Robert  Toll: 
"The  demographics 
are  great  for  our 
business."  The  typi- 
cal Toll  customer;  be- 
tween 35  and  54 
years  old,  comes  to 
the  table  with  a 
household  income  of 
at  least  $90,000.  Like 
Reginald  D.  Boone,  a 
50-year-old  self-em- 


BOOMERVILLE: 

$400,000  buys  the 
cookie-cutter  home 
of  your  dreams 


ployed  benefits  consultant  who  paid 
$513,000  in  Apr-il  for  a  four--bedroom 
Toll  house  outside  Rockville,  Md.,  such 
customers  haven't  backed  off  big  hous- 
ing buys.  "So  far;  the  economy  for*  those 
people  is  still  faii'ly  str'ong,"  says  Mat- 
thew V.  Roswell,  a  housing  analyst  at 
Legg  Mason  Inc. 

CATHEDRAL  CEILINGS.  The  growth  of 
Toll  Brother's  has  a  lot  to  do  with  shar-p, 
conser-vative  management,  too.  It  scouts 
out  cheap  land  parcels  being  unloaded 
by  distr'essed  developers,  banks,  or-  oth- 
er motivated  seller-s.  With  low  initial 
outlays,  the  company  can  make  money 
on  developments  of  10  houses  or  100. 
Toll  architects  borrow  ideas  from  other 
upscale  developments,  then  incorporate 
what  sells  best  into  a  few  standard  de- 
signs. Customers  can  choose  ft-om  the 
basic  Feder-al,  the  Provincial,  or  the 
Chateau,  among  other's,  then  customize 
with  br-ick,  stucco,  or  stone  facing  and  a 
host  of  add-ons.  An  additional  fii'eplace 
goes  for  $3,400;  a  master  bath  complete 
with  a  cathedral  ceiling  and  whirlpool 
costs  about  $8,500. 

WaU  Street  thinks  the  Tolls  can  make 
their  formula  work  west  of  the  Alle- 
gheny River  and  south  of  the  Chesa- 
peake Bay.  With  interest  rates  down 
again,  in  fact.  Toll  shares  ar'e  up  65% 
since  early  December'.  But  finding  sites 
in  California  isn't  as  easy  as  the  old 
days,  when  the  brother's  could  scoop  up 
parcels  just  by  motor-ing  ar-ound  New 
Jersey.  Monitor'ing  work  a  continent 
away  may  not  be  as  simple  as  keeping 
an  eye  on  the  project  across  town.  And 
gables  may  not  fly  in  L.  A. 

By  Joseph  Weber  in  Huntingdon 
Valley,  Pa. 


News:  Analysis  &  Commentary 
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LANDMARKS 

PRICIER  THAN 
THE  MENU 

Marshall  Cogan  is  selling  the 
'21' Club.  Dig  deep 

Unquestionably,  there  is  an  aura  to 
the  '21'  Club.  In  75  years,  the  for- 
mer Prohibition-era  speakeasy  has 
been  the  haunt  of  Humphrey  Bogart 
and  F.  Scott  Fitzgerald,  the  host  to  ev- 
ery U.  S.  President  since  Franklin  D. 
Roosevelt.  In  the  private-stock  area  of 
its  musty  wine  cellar,  Elizabeth  Taylor's 
bottle  of  1964  Chateau  Lafite-Rothschild 
rests  just  above  Ivan  Boesky's  favorite 
red.  And  its  famous  hamburger  is  ])riced 
at  $21.50 — though  fries  are  included. 

Little  wonder,  then,  that  word  on 
May  24  of  the  '21'  Club's  impending 
sale  drew  hushed,  shocked  murmurs  in 
New  York's  corridors  of  power.  Or  less 
hushed:  "Vegas  Bigs  Eyeing  N.  Y.  Eat- 
eries," the  New  York  Post  headline 
screamed.  Yes,  New  York  industrial- 
ist, leveraged-buyout  speciahst,  and  '21' 
owner  Marshall  S.  Cogan  was  looking 
to  deal  his  restaurant.  "I'm  fundamen- 
tally interested  in  what's  best  for  '21,'" 
Cogan  says.  Several  casino  operators, 
including  erstwhile  Chrysler  Corp.- 
hunter  Kirk  Kerkorian,  were  said  to 
be  in  the  hunt. 

THE  PITCH.  Cogan  has  retained  his  long- 
time buddy,  New  York  investment  bank- 
er Roy  L.  Fumian  of  Funnan  Selz  Inc., 
to  locate  a  buyer.  Furman's  sales  pitch, 
say  those  he  rang  up,  is  direct:  The  '21' 
Club  posted  a  profit  of  close  to  .$2.5  mil- 
lion last  year  and  should  do  "better" 
this  year.  For  $40  million,  Cogan  would 
sell  the  property  immediately,  Furman 
confided  to  at  least  one  casino  execu- 
tive in  late  May. 

In  tiiith,  '21'  is  worth  far  less.  It 
almost  certainly  is  losing  money. 
Associates  say  Cogan  has  triei 
for  years  to  unload  the  restau- 
rant. And  the  casinos  aren't 
interested. 

Cogan's  numbers  fail  to  reflect 
any  debt  service  on  both  the  $21  mil 
lion  Cogan  paid  for  the  restaurant  in 
1985  and  $10  million  in  subsequent 
capital  improvements.  Since  Cogan's 
private  investment  vehicle,  '21'  Inter- 
national Holdings  Inc.,  is  closely  held, 
he  is  able  to  account  for  the  debt  else- 
where. Add  in  the  financing  costs  on 
both  the  original  purchase  and  the 
improvements,  and  the  '21'  Club  has 
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never  turned  a  profit,  say  numerous 
sources  inside  and  outside  his  opera- 
tion. A  Cogan  associate  acknowledges 
that  the  profit  numbers  showii  potential 
investors  do  not  include  interest  but 
says  they  fairly  reflect  the  club's  oper- 
ating value. 

Cogan,  say  casino  and  restaurant  op- 
erators, bought  near  the  top  of  the  mar- 
ket and  badly  overpaid.  The  millions  he 
has  spent  since  to  add  two  state-of-the- 
ait  kitchens  and  to  reftn-bish  the  histor- 
ic baiToom,  they  say,  likely  will  never  be 
recouped.  "The  '21"  Club  might  be  worth 
half  what  they're  asking,"  says  one  casi- 
no executive  who  says  he  was  contacted 
by  Furman.  "Marshall  bought  himself 
a  very  expensive  toy,  and  now  he's 
stuck  with  it." 

Since  the  for-sale  sign  was  hung, 
Cogan's  public-i-elations  executives 
have  eagerly  passed  on  rumors 
tli:it  several  Las  Vegas  compa- 
nies supposed- 
ly were  eager 


Well-situated,  75-year-old  midtown 
lestaurant,  NYC  landmark  property, 
fomer  Prohibition-era  speakeasy. 
Top-drawer  clientele,  including 
every  U.S.  President  since  FDR. 

^  Recent  $10  million  facelift 
Enormous  licensing/ 
franchising  potential 
200-plus  hamburgers  @  $21.50 
served  weekly 

S  CONTACT  FURMAN  SELZ  @  212-309-8200 


to  buy  the  club.  Cogan's  theory: 
the  right  operator — say,  a  gamin 
hotel  business — the  '21'  Club's 
would  have  immense  franchise  val 
But  none  of  the  casino  comp< 
floated  as  potential  bidders — ar 
them  MGM  Grand,  Mirage,  and  Ball 
have  any  interest  in  buying  the  re 
rant.  Franchise  value?  Says  Robe 
Stanton,  a  Manhattan-based  bus: 
broker  specializing  in  private  deals: 
hard  to  imagine  a  buyer  getting 
value  from  licensing  the  name.  It' 
matter  to  own  the  '21'  Club,  but  it 
other  matter  to  recreate  one." 

TRADEMARK  TUNA.  So  why  is  CogI 
hot  to  sell?  He  says  the  timing 
prompted  by  unsolicited  buyer  int( 
his  spokesman  denies  that  he  has 
to  sell  before.  But  it  could  be  he's 
tii'ed  of  losing  money.  Fuilher,  the 
delight  that  stems  from  munchir 
his  trademark  grilled  tuna  lunch 
little  table  just  inside  the  main  d 
room  may  be  wearing  off.  "It's 
that  since  Cogan  bought  the  plac 
has  improved  it  a  lot,"  says  Tim  Z 
co-publisher  of  the  Zagat  Restm 
and  Hotel  Survey.  "But  I  suspect 
he's  getting  tu'ed  of  the  problems  t 
and  he's  ready  to  move  on." 

Cogan  just  might  get  lucky 
find  another  wealthy  status  seeker 
ing  to  pay  for  the  prestige  of  o\, 
the  '21'  Club.  Maybe  Donald  Tr 
"No  interest!"  barks  a  Trump  sp 
man.  So  unless  Cogan  has  an  a( 
his  sleeve,  it  looks  like  he's  hold 
losing  hand. 

By  Willy  Stem  in  New 
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In  the  new  world  of  communications  networks, 
one  word  stands  for  change. 


NORTEL 


Dramatic  changes  are  reshaping  the  communications 
industry.  One  company  is  at  the  forefront  of  change. 
Northern  Telecom. 

Around  the  globe,  customers  rely  on  us  to  design, 
build,  and  integrate  the  world's  most  advanced 
digital  communications  networks  for  information, 
entertainment,  and  communications. 

For  the  57,000  employees  of  Northern  Telecom, 
1995  is  an  historic  year. 


It  s  our  100th  anniversary.  For  a  century  we  have 
been  helping  our  customers  bring  people  together 
through  communications. 

To  mark  the  occasion  we  are  introducing  this 
new»logo-a  graphic  expression  of  our  worldwide 
presence  and  commitment  to  innovation. 

To  discover  more  about  NORTHERN  TELECOM 
and  how  communications  networks  will  change  our 
world,  call  for  our  annual  report  at  1-800-4  NORTEL. 


•  ©1995  Northern  Tele 


NORTEL 

A  World  of  Networks 


AT  ARE  THE  ISSUES? 
iternational  Paper  owns  oi- 
iges  over  6,000,000  acres  of 
in  America. 

ith  that  ownershij*  comes  a 
•nsibility  to  protect  and  care 
lis  vast.  renewal)le  resource, 
■elieve  that  a  balance  must 
between  land  preservation 
md  utilization, 
e  know  there  are  millions  of 
e  who  rely  on  our  forestland 
fferent  yet  important  reasons, 
need  lumber  to  build  homes, 
need  tons  of  paper  to  run 
businesses.  Some  just  want  a 
to  go  camping  or  fishing, 
lese  are  not  complicated 
es.  But  satisfying  them 
/es  complex  personal,  busi- 
md  global  issues, 
you're  an  environmentalist, 
lay  ask  how  the  ecology  of 
jrest  will  be  safeguardetl 
It  wildlife  will  always  have 
rishing  habitat.  If  you're  a 
holder,  you  may  question 
er  International  Paper  will 
growing,  while  maintaining 
jsources,   and  providing 
ica  with  more  and  better 
cts  in  the  future.  If  you're  a 
t,  you  may  wonder  if  your 
ren  and  your  children's 
en  will  always  have  forests 
I  ch  to  experience  nature, 
aiding  how  best  to  use  the 
I's  land  will  be  debated  for 
ies.  At  International  Paper, 
g  the  land  better  than  we 
it  is  an  environmental  and 
nic  imperative  because  the 
s  of  our  company  de])ends 
tch  on  the  health  of  our 
1  as  anything  we  do. 


WHAT  WE  ARE  DOING. 

Every  year,  we  invest 
milhons  of  dollars  to  find  l)elter 
ways  to  manage  our  land. 

One  residt  is  a  new,  stronger 
family  of  pine  trees.  Devel- 
o])ed  through  a  process  of 
natural  selection,  it  produces 
more  wood  per  acre  over  a 
25-year  growing  period.  We're 
jjlanting  50  million  of  these 
SuperTree  seedhngs  every  year. 
By  the  year  2000,  we'll  have 
30%  more  wood  fiber  growing 
on  our  lands  than  in  1990. 

We've  entered  into  part- 
nerships with  groups  hke  The 
Nature  Conservancy  and  The 
Conservation  Fund,  m  ackhtion 
to  state  and  federal  agencies. 

Residts?  We're  the  first  U.S. 
company  participating  in  an 
inventory  and  protection  pro- 
gi'iun  with  the  Dejiartment  of  the 
Interior's  National  Biological 
Survey.  We  already  protect  the 
habitats  of  12  federally  hsted 
animals  and  one  plant  species 
on  our  lands.  Of  the  land  we 
own,  96%  is  available  to  the 
public  through  leasing  and 
other  programs  for  camping, 
hiking,  hunting  or  boating. 


WHAT  IT  MEANS 
TO  YOU. 

Perhaps  Theodore 
Roosevelt  said  it  best: 
"'The  nation  behaves 
well  if  it  treats  the  nat- 
ural resources  as  assets 
which  it  must  turn  over 
to  the  next  generation 
increased,  and  not  im- 
paired, in  value." 

With  this  ad,  we're 
beginning  a  dialogue 
that  will  raise  issues 
and  share  viewpoints. 

To  talk  further, 
please  call  Dr.  Sharon 
Haines,  Manager  of 
Natural  Resources,  at 
1-800-45.5-1046. 


INTERNATIONAl(^  PAPER 

We  answer  to  Ihe  world. 


In  Business  This  Week 
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WELCOME  TO 
RECALL  COUNTRY 

AFTER  DROPPING  UNTOLD  MIL- 

lions  over  the  decades  to  dis- 
pel any  notion  that  cigarette 
smoking  is  bad  for  us,  Philip 
Morris  is  spending  a  further 
$200  million  to  aclmowledge  a 
health  risk.  On  May  26,  the 
tobacco  giant  recalled  8  bUlion 
cigarettes  after  discovering  a 
pesticide  and  respiratoiy  irri- 
tant in  some  of  its  filtere.  One 
of  the  largest  consumer  re- 
calls ever  went  remarkably 
well:  Philip  Monis  dispatched 
5,000  employees  to  contain 
the  damage,  launched  an  in- 
formation campaign  in  U.  S. 
newspapers,  and  sent  thou- 
sands of  telegi'ams  to  custom- 
ers. "They  did  in  a  weekend 
what  should  have  taken 
weeks,"  mai-vels  Gregg  Well- 


CLOSING  BELL 


SYSTEM  CRASH 

The  eight-month  rally  in 
technology  stocks  hit  a  wall 
on  May  30.  IBM  fell  big.  Mi- 
crosoft fell  bigger.  Biggest  of 
all:  Semiconductor  giant  Intel, 
which  dropped     to  110;^, 
after  a  90%  runup  since 
Christmas.  Why  the  carnage? 
"Summer  has  traditionally 
been  the  time  demand  tends 
to  slow  down,"  says  Sanford 
C.  Bernstein  analyst  Vadim 
ZIotnikov.  And  mvestors  fear 
that  shortages  of  CD-ROMs, 
memory,  and  monitors  could 
keep  prices  high  for  personal 
computers  and  chips. 
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inghoff,  president  of  whole- 
saler Keilson-Da'yton. 


THE  FAA'S  FAITH 
IN  BOEING  

A  COUP  FOR  BOEING  AND  ITS 

president,  Philip  Condit:  On 
May  30,  the  Federal  Aviation 
Administration  granted  un- 
precedented approval  for  the 
company's  777  plane  to  begin 
over-water  flights  vrithout  two 
years  of  in-service  tests.  This 
promises  to  broaden  the  im- 
mediate market  for  the  777 — 
and  bolster  Condit's  chance  of 
succeeding  CEO  Frank  Shi'ontz 
by  yeai'end.  Condit  headed  the 
777  launch,  working  closely 
with  customers  and  employ- 
ing new  computer-based  de- 
sign methods  and  engineering- 
manufacturing  teams.  The  fii-st 
777  an-ived  on  time— May  17. 

ICED  COFFEE  LEARNS 
NEW  TRICKS 

LET  1995  BE  REMEMBERED  AS 
the  year  cold,  bottled  coffee 
swept  America.  Or  tried  to, 
at  least.  Coca-Cola  and 
Nestle  Beverage  are  test- 
marketing  four  flavors  of 
Nescafe  ready-to-drink  iced 
Java  in  Burlington  (Vt.)  gi-o- 
ceries.  PepsiCo,  meanwhile, 
is  testing  MazagTan,  a  spark- 
ling coffee  drink,  in  two  San- 
ta Monica  (Calif)  Starbucks 
cafes  and  is  planning  to  ti"y  a 
bottled  version  this  summer 
And  InterBevNet,  based  in 
Dallas,  expects  to  introduce 
Zydecola,  a  coffee-cola  hy- 
brid, in  Louisiana  and  Texas 
tests.  The  limited  track 
record  for  such  products  isn't 
great:  "The  market  is  still 
waiting,"  says  beverage  con- 
sultant Tom  Pirko. 


MIGHT  ALCATEL  FACE 
A  TOTAL  REVAMP? 

SERGE  TCHURUK  COULD  BE 

just  the  guy  to  take  the  reins 
at  troubled  French  telecom 
giant  Alcatel  Alsthom.  As 


HEADLINER:  JERRE  STEAD 


SEVERANCE  FROM  HEAVEN 


Nice  deal  if  you  can  get  it: 
After  just  five  months  as 
ehainnan  of  software  mak- 
er Legent,  Jerre  Stead 
stands  to  collect  $15 
million.  That's  the 
payoff  expected 
from  his  stock 
options  after 
Computer  As- 
sociates' $1.8 
billion  takeover 
of  Legent,  an- 
nounced on  May  25. 

It  has  been  a  decade  of 
career  hopscotch  for  Stead, 
52,  knovra  as  a  charismatic 
manager.  He  signed  on 
with  Honeywell  after  col- 
lege and  stayed  for  21 
years.  Next,  he  spent  less 
than  five  years  as  presi- 
dent and  chaiiTnan  of 
Square  D  before  it  was 
sold  in  a  hostile  takeover. 


In  1991,  he  joined  AT&T 
devoted  four  years  to  tui 
ing  around  that  company 
telephone-switch  busi- 
ness and  NCR  com 
puter  unit  befoi 
quitting  to  hej 
Legent. 

Now  what^ 
Stead  says  h€ 
received  calls 
from  14  execu- 
tive-search firms 
the  weekend  after 
Legent's  sale  was  an- 
nounced. But  he  is  deter- 
mined fii'st  to  help  guide 
the  merger  -with  Compu' 
Associates.  Then,  a  long 
vacation.  Ultimately,  Stei 
wants  to  teach  or  at  leas, 
set  up  a  university  pro- 
gram to  boost  his  ideas  c| 
"values-based  leadership.! 

By  John  Ver\ 


chief  executive  of  Fi-ance's  To- 
tal, he  achieved  an  impressive 
tumai'ound  in  five  yeai's,  dou- 
bling oil  and  gas  revenues 
while  streamlining  from  top 
to  bottom.  At  Alcatel,  whose 
board  nominated  him  on  May 
30  to  be  CEO,  he  will  assume 
control  of  a  company  whose 
profits  have  plunged  40% 
amid  a  string  of  legal  scan- 
dals. Tchuruk  is  likely  to 
speed  restractuilng,  wean  Al- 
catel fi'om  heavy  dependence 
on  cozy  government  contracts, 
and  devise  a  new  strategy  for 
deregulating  markets  rapidly. 

THE  EXIT  FEE' 
FOR  SALLIE  MAE 

THE  GOVERNMENT-SPONSORED, 

shareholder-owned  Student 
Loan  Marketing  Assn.  is  find- 
ing its  push  to  privatize  may 
exact  a  hefty  price,  gop  legis- 
lators worry  that  privatization, 
though  a  worthy  goal,  would 
end  user  fees  Sallie  Mae  pays 
Washington,  a  hit  to  the  bud- 


get. Senate  Budget  Confi! 
tee  Chaimnan  Pete  Domee? 
reply:  an  "exit  fee"  from 
Mae  of  up  to  $535  miliion.£ 
fore  that  happens,  SaUie  £ 
is  apt  to  have  its  day  in  cS* 
On  May  26,  a  dissident  ga 
that  opposes  privatizjle 
sued,  charging  the  associiis 
with  closing  the  polls  ear  i 
its  annual  meeting,  costingi 
sidents  millions  of  vote-i 
their  drive  for  board  seats.* 
lie  Mae  countersued  on  k 
30:  It  says  the  group  soli* 
votes  in  a  misleading  maie 

ETCETERA... 

■  Chrysler  recalled  18( 
Jeep  and  Eagle  vehicles 
emissions  problems. 

■  Silicon  Graphics  ' 
DreamWorks  will  invest' 
million  in  a  joint  ventur 

■  General  Electric  nae 
new  heads  at  its  eleci 
power  and  locomotive  u 

■  Morgan  Stanley  paid  ]  ^ 
ish  officials  a  $384,000  finf 
lated  to  1992  currency  lo 


k.l 
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Schwab  Gives  You 
One  Very  Smart  Way  To  Handle 
Your  Investments. 


That's  what  the  Schwab  One®  all-in-one  brokerage  account  is  all  about.  And  while  some 
full-commission  brokers  can  charge  up  to  $100  per  year  for  this  type  of  account,  Schwab 
One  lets  you  invest  in  stocks,  bonds  and  mutual  funds,  get  one  monthly  statement, 
checking  and  a  VISA-'  debit  card — with  no  monthly  lee — by  maintaimng  a  balance  of 
$5,000  or  more. 

Access  Your  Money  Instantly.  You  can  access  the  money  m  your  Schwab  One 
account  whenever  you  wish  by  using  your  no-fee  VISA  debit  card  or  your  personalized 
Schwab  One  checks.  Plus,  you  can  withdraw  cash  at  ATMs  nationwide. 

Earn  Daily  Income.  Schwab  One  helps  your  money 
work  harder  for  you.  Thats  because  every  uninvested  dollar 
in  your  account  earns  daily 

*  FREE  for 
a  limited 
time? 

To  get  your 
Planner,  visit 
one  of  our  more 
than  200  offices  or  call: 

1-800-790-4605  ext  61D 


income,  whether  you  choose 
market-rate  interest  or  a  tax- 
exempt  money  fund. 

Save  on  Commissions, 

Too.  With  a  Schwab  One 
account,  you'll  not  only  save  on 
fees,  you'll  save  on  commissions, 
too — up  to  76%  compared  to 
full-commission  brokers.' 


Charles  Schwab 

Helping  Investors  Help  Themselves® 


^ased  on  a  12/94  survey  conducted  by  Schwab,  Sub)ect  to  $39  minimum  commission.  Commission  rates  surveyed  are  for  stocks  and  may  vary  for  otfier 
ducts.  Certain  types  of  securities  offered  by  a  prospectus  cannot  be  sold  at  a  discount  from  the  commission  or  sales  charges  stated  in  the  prospectus.  Some 
'ices  may  not  be  offered  by  all  companies  surveyed.  2.  Offer  valid  between  May  5  and  August  31, 1995.  Please  allow  2  weeks  for  delivery.  Limit  one  per 
Somen  ©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/MYSE.  (5/95) 


I  Want  Power, 
Features  And  Reliability  z-notefle 


I  Want  It  Ail. 


You  Got  it 


iny  i-NOTEFLEX,  FLEXSHOW.  FLEXDOCK  and  'Make  The  Connectloif  are  irademarks  ol  Zemih  Data  Sysiems  CofporaKon  IfilelDX-l 
C  Tools  14  d  irademarli  ol  Central  Pomi  Sotlwafc.  Ine  'Flguie  based  on  (wo-banery  conllgurallon  BalTery  lite  depends  on  applicallons 
ioric*  t Additional  Type-I,  Typc-ll  and  Tvpe-lll  PCMCIA  slols  ate  avatlable  with  optional  modules  Specitlcationi  are  subieci  lo  (han«e 


Power  

High-speed  processors  to  lOOMHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  7004-  MB  hard  drive: 
Fast  local  bus  video  and  hard  driv 
Up  to  6  5  hours  of  battery  life* 

Features  

User-upgradable  CPU,  HDD  and  L 
Swappable  floppy  for  second  batti 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-11  PCMCIA  slots' 

Integrated  pointing  device  with  o\ 
sized  buttons 

FLEXDOCK enhanced  port  repli 
tor  with  networking  and  expansioi 
capabilities 

FLEXSHOW  "  multimedia  access 
unit  with  double-speed  5.25"  CD-R 
drive 

Reliability  

PC  Tools"  anti-virus  software  loa< 
24  hr-7day  toll-free  customer  sup 
3-yr  limited  warranty  (first  year  on  ! 

If  you  have  a  number  of  needs,  1 
to  the  computer  that  offers  a  n 
ber  of  solutions  Z-NOTEFLEX"' 
what  you  want  in  a  notebook. 

1-800-289-1279  Ext. 

http://vk' WW. zds.com 

ZENITH 

DATA  SYSTEMS 
Make  The  Connection" 


Via^hington  Outlook 


TED  BY  OWEN  ULLMANN 


ELEGOM  REFORM: 

HE  CALL  MAY  FINALLY  GO  THROUGH 

here  are  long,  winding  roads.  And  then  there's  the  tortu- 
ous, obstacle-strewn  path  toward  reform  of  the  nation's 
communications  laws.  Five  times  in  10  years,  Congress 
tried — and  failed — to  modernize  regulation  of  the  rapidly 
ving  business.  Each  effort  sank  amid  industry  squabbles 
partisan  bickering. 

3  imagine  the  surprise  of  regional  Bell  company  execu- 
5  when  they  visited  Capitol  Hill  recently  for  a  chat  with 
ite  Majority  Leader  Bob  Dole  (R-Kan.). 
!  didn't  just  promise  to  bring  telecom  re- 
i  to  the  floor  the  week  of  June  5,  he  con- 
itly  predicted  final  passage  of  a  bipartisan 
Dromise.  "The  prevailing  feeling  was  that 
is  the  year  it's  going  to  happen,"  recalls 
iritech  CEO  Richard  C.  Notebaert. 
PROMISE.  Wishful  thinking?  Not  really, 
ough  a  few  boulders  still  block  the  way, 
yists  and  congressional  leaders  are  now 
ng  that  telecom  reform  will  finally  pass, 
the  consequences  will  be  revolutionary 
he  industry  and  users. 
Tiile  a  final  House-Senate  deal  still  re- 
is  to  be  crafted,  the  contours  of  a  com- 
iise  are  taking  shape.  Simply  put,  it  will 
something  for  eveiyone  and  finesse  is- 
that  tanked  past  bills.  For  example,  ca- 
.eregulation — long  a  deal-breaker — would 
shieved  by  removing  rate  regulation  on 
'  ut  basic  service.  As  an  offset  against 
9S,  the  Federal  Communications  Commission  would  be  al- 
d  to  clamp  down  if  rates  exceed  a  national  average, 
ible  and  long-distance  companies  would  be  freed  up  to 
)ete  for  local  phone  business,  while  the  Bells  would  be 
to  offer  long-distance  service  as  soon  as  their  local  mo- 
lies  are  opened  to  competition.  And  every  TV  station 
d  get  extra  airwave  space  to  offer  up  to  six  new  chan- 
'  -and  for  a  fee  could  sell  new  services  such  as  paging. 


CAPITAL  WRAPUP 


DOLE:  Speedy  action  ? 


Timing  is  crucial.  The  industry  sees  the  summer  as  its 
last  chance  before  the  1996  campaign  subsumes  serious  legis- 
lating. That's  why  a  coalition  representing  cable,  broadcasting, 
cellulai'  providers,  and  the  BeDs  are  calling  for  speedy  Senate 
action.  "It  just  shows  the  broad  support  for  reform,"  says 
Beverly  McKittrick  of  Citizens  for  a  Sound  Economy. 

Reform  advocates  are  convinced  that  once  the  bill  clears 
the  Senate,  it's  an  easy  walk.  The  House  version  that  is  ex- 
pected to  pass  handily  by  July  deregulates 
the  industry  more  than  the  Senate  bill,  but 
differences,  such  as  how  much  to  relax  own- 
ei-ship  Umits  on  TV  stations,  appear  too  small 
to  block  passage.  House  Speaker  New^  Gin- 
grich (R-Ga.)  is  an  avid  backer  who  beheves 
reform  will  trigger  major  job  gains.  And  he's 
ready  to  deal,  says  spokesman  Tony  Blankley. 

But  first.  Dole's  stewardship  is  vital.  He  is 
i-aught  between  GOP  deregulators  and  Demo- 
crats demanding  more  consumer  protections. 
Senator  Bob  Packwood  (R-Ore.),  for  example, 
wants  to  water  down  the  FCC's  oversight 
powers,  while  liberal  Senator  Paul  D.  Well- 
stone  (D-Minn.)  is  complicating  matters  by 
tacking  on  lobbying  reform.  Dole,  who  has  de- 
layed a  final  vote  until  a  compromise  sur- 
faced, thinks  he  has  the  votes.  And  the  Bells, 
who  scuttled  a  1994  bill,  are  soHdly  with  him. 
"Dole  is  as  anxious  as  we  are,"  says  Phillip 
Quigley,  ceo  of  Pacific  Telesis  Group. 
The  last  roadblock  is  the  White  House,  which  wants  more 
FCC  powers  to  halt  rate  gouging  and  covets  a  bigger  role  for 
the  Justice  Dept.  in  deciding  when  the  Bells  can  enter  long 
distance.  But  President  Clinton  is  unhkely  to  stall  the  legis- 
lation, aides  say.  "He  might  be  willing  to  swallow  hard  if  it's 
close  to  what  we  want,"  admits  one.  And  for  pilgrims  on  the 
path  to  telecom  reform,  therein  lies  the  highway  to  heaven. 

By  Mark  Leivyn 


I  ) 


IWr  S  THEIR  BUDGET  MAN 

'hich  political  leader  gets  the  most 
dit  from  Corporate  America  for 
ing  to  achieve  a  balanced  budget? 
ise  Speaker  Newt  Gingrich  (R- 
,  according  to  a  May  19-23  survey 
ducted  for  business  week  by 
lis  Harris  &  Associates.  Gingrich 
"excellent"  or  "pretty  good" 
'ks  from  65%  of  408  senior  execu- 
!S  polled.  Next  came  Senate  Ma- 
ty Leader  Bob  Dole  (R-Kan.)  at 
5,  followed  by  Texas  Senator  Phil 
mm  (38%),  California  Governor 


Pete  Wilson  (22%),  and  Texas  billion- 
aire Ross  Perot  (16%).  Last  of  six 
politicians  listed  on  the  survey:  Presi- 
dent Clinton.  Just  11%  gave  him  posi- 
tive grades,  while  88%  rated  him  as 
"only  fair"  or  "poor." 

The  executives  were  also  upbeat 
about  the  payoff  of  a  balanced  budget. 
Ninety-three  percent  believe  the  dollar 
would  strengthen,  84%  expect  interest 
rates  to  fall,  81%  predict  the  U.  S. 
would  be  more  competitive  overseas 
and  would  attract  additional  foreign  in- 
vestment, 74%  think  their  companies 
would  be  more  prosperous,  and  71% 


anticipate  a  rising  savings  rate.  Still, 
the  managers  fret  about  potential 
downside  effects  of  a  balanced  budget: 
Forty-nine  percent  said  it  could  in- 
crease the  risk  of  recession,  42%  wor- 
ried that  steep  spending  cuts  might  ax 
many  worthwhile  programs,  and  42% 
acknowledged  that  the  cuts  could  have 
a  disproportionate  impact  on  the  poor, 
elderly,  and  disadvantaged. 

Would  they  support  Medicare  sav- 
ings? By  4  to  1  the  execs  endorsed 
managed  care,  tax-deferred  medical 
savings  accounts,  and  higher  out-of- 
pocket  expenses  for  wealthy  seniors. 


International  Business 


SOUTH  AFRiCA 


DOING  WORSE 
BY  DOING  GOOD? 

U.S.  companies  that  pulled  out  over  apartheid  are  behind 


Simon  Steward's  Chase  Manhattan 
Bank  led  many  U.  S.  banks  in  de- 
ciding not  to  renew  loans  to 
South  Africa  in  1985.  The  result- 
ing debt  crisis  helped  push  apartheid 
toward  its  demise,  setting  the  stage  for 
Nelson  Mandela's  election  in  April,  1994. 

But  that  hasn't  helped  Chase  rees- 
tablish itself  in  the  new  South  Africa. 
One  day  recently,  Steward  met  with  a 
white  senior  member  of  the  black-led 
government  on  the  golf  course.  "Oh, 
you,"  said  the  politician.  "You're  the 
ones  who  pulled  the  trigger."  The  com- 
ment stung  because,  even  though  polit- 
ical power  may  have  shifted  to  a  black 
majority,  "the  government  doesn't  give 
us  business,"  says  Steward,  the  bank's 
regional  director  for  southern  Africa. 
The  economy  remains  fuTnly  controlled 
by  white  powers-that-still-are. 
SEE  NO  EVIL.  A  virtual  Wlio's  Who  of 
American  companies  and  banks  are  set- 
ting up  shop  or  expanding  in  South  Af- 
rica these  days.  They're  attracted  by  a 
$122  billion  economy  growing  at  a  solid 
3%  rate,  as  well  as  by  the  countiy's  rel- 
atively First  World  banking,  telecom- 
munications, and  transport 
infrastnacture. 

But  companies  that  heed- 
ed the  anti-apartheid  move- 
ment's call  to  divest  aren't 
getting  a  leg  up.  It's  not  just 
white  Afrikaner  resentment. 
Even  Mandela's  African  Na- 
tional CongTess,  which  domi- 
nates the  government,  isn't 
rewai-ding  those  that  helped  it 
win  power.  Morgan  Stanley  & 
Co.  representative  Beth  Nan- 
del  says  companies  find  their  sanctions- 
era  boycotts  are  "a  throwaway  line"  at 
best.  "You  can  mention  not  being  here 
when  you  see  an  anc  person  in  gov- 
ernment," she  says.  "But  fi-om  a  practi- 
cal business  standpoint,  you  ai'e  behind." 

The  new  govemment  says  it  doesn't 
want  to  show  favoritism  because  it  is 
bent  on  shedding  the  past  inclinations 
towai-d  socialism  and  nationalization  that 
made  the  white  corporate  sector  so  jit- 


tei-y.  "We  cannot  turn  the  clock  back," 
says  Alan  Hirsch,  the  Ti-ade,  Industiy  & 
Tourism  Ministry's  foreign-investment 
strategist.  "There  is  no  way  we  can  now 
penalize  those  companies  that  defied 
sanctions.  It  would  be  dangerous  for  us 
to  interfere." 

So  as  ironic  as  it  may  be,  the  more 
fully  a  U.  S.  company  pulled  out,  the 
more  difficult  a  time  it  is  likely  to  have 
coming  back  in.  Some,  such  as  McDon- 
ald's, Toys  'R'  Us,  and  Victoria's  Secret, 
lost  the  rights  to  their  trademarks, 
which  have  been  usurped  by  local  com- 
petitors. In  other  cases,  competitors 
from  Europe  and  Asia  took  advantage 
of  U.  S.  departures  to  entrench  them- 
selves in  relationships  in  South  Africa's 
insular  corporate  community. 

Eastman  Kodak  Co.,  the  mai'ket  lead- 
er in  most  photographic  products  when 
it  pulled  out  in  1987,  is  now  just  a 
"startup  company,"  says  Managing  Di- 
rector Jay  C.  Smith,  at&t  South  Africa 
President  Franklin  Coleman  also  de- 
scribes his  operation  as  a  "staitup,"  and 
so  does  Monwabisi  Fandeso,  president  of 
PepsiCo  Inc.'s  new  franchise. 


STARTUP:  Pepsi  found  that  Coke 
npe)it  i/ears  locking  in  suppliers 


Mandela's 
government  says 
it  can't  favor  the 
companies  that 
helped  it  win  power 


In  all,  209  U.  S.  companies  sold  or 
closed  their  South  African  operations, 
leaving  104  in  the  countiy  at  the  nadir 
in  1991,  according  to  Investor  Respon- 
sibility Research  Center  in  Washington. 
But  since  President  Bush  lifted  the  pro- 
hibitions on  investment  in  1991,  the 
number  of  U.  S.  companies  with  direct 
links  has  risen  to  208,  says  the  irrc. 

As  it  reenters,  Apple  Computer  Inc. 
is  at  a  particular  disadvantage  with  re- 


a'i 


spect  to  IBM,  which  maintained  a  I 
ness  presence.  These  days,  the  resp( 
to  Apple  is  not  always  wann  bee; 
the  company  is  perceived  as  ha\ 
abandoned  its  customers.  "We  thin 
was  the  right  thing,  but  there  ii 
question  that  it  cost  us  market  shj 
says  Apple  General  Manager  Cha 
Proudfoot.  He  says  rivals  and  theh' 

compatible  systems  ha\  la 
"virtual  stranglehold"  in 
personal-computer  marke 
The  way  IBM  remaine 
South  Africa  without  alie 
ing  U.  S.  shareholders  wa  tb 
divest  its  subsidiaiy  int( 
entity  called  Infonnation 
vices  Group  (isc.)  in  1987 
made  ibm's  full  product 
available.  Managing  Dire 
Willie  Scholtz  says  there 
an  arm's-length  relation 
because  local  e.xecutives  were  cut 
from  IBM's  cutting-edge  technology. 

But  the  connection  allowed  IBI 
make  a  rapid  and  complete  reentri 
paying  .$260  million  to  buy  back  a  5. 
share.  With  $414  million  in  busineSjd;}; 
South  Africa  in  1994,  IBM  already 
jumped  to  the  head  of  the  irrc's  lis 
U.  S.  companies  by  sales.  With  s 
gi-owing  at  a  heady  20%,  IBM  has  op  j| 
a  headquarters  in  suburban  Johan  ktij. 
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THOSE  THAT  STAYED 
CONNECTED,  WIN... 

COCA-COLA  Maintained  a  presence 
througli  independent  bottlers.  Now  has 
75%  of  market. 

IBM  Repurchased  a  former  unit,  and 
sales  now  exceed  $400  million  a  year. 

iNGERSOLL-RAND  Defied  shareholder 
pressure  and  is  now  expanding  into 
neighboring  African  countries. 

FORD  Repurchased  a  45%  stake  in  for- 
mer subsidiary,  and  plans  new  models. 

...THOSE  THAT  DIDN'T 
PLAY  CATCH-UP 

PEPSI  Facing  difficulties  getting  bot- 
tling and  distribution  going. 

APPLE  Frozen  out  of  most  corporate 
sales  because  customers  are  now  IBM- 
compatible. 

AT&T  Siemens  and  Alcatel  locked  up 
key  customers. 

MCDONALD'S  Fighting  in  court  to  re- 
claim its  brand  name. 


's  poshest  corporate  neiuhinu'lid 
ke  Apple,  Pepsi  is  waging  a  mai'ket 
;gle  against  a  bigger-  competitor  that 
tained  a  presence.  Coca-Cola  Co. 
off  local  operations  in  1986  but 
;d  its  concentrate  plant  to  Swazi- 
a  tiny  kingdom  encircled  by  South 
;a.  A  master  licensing  agreement 
to  a  South  Afi-ican  company,  Na- 
1  Beverage  Services.  When  Coca- 
took  back  control  last  year,  it  had 
sive  display  coolers  in  almost  eveiy 
iY  cafe  and  a  75%  market  share, 
psi's  strategy  was  to  return  to  the 
;ry  with  a  black-nan  South  African 
hise.  New  Age  Beverages,  backed 
lamorous  African-American  inves- 
including  Whitney  Houston,  who 
to  Mandela  at  the  White  House, 
infoitimately,  hundreds  of  job-seek- 
ned  up  outside  its  $15  million  plant 
ihannesburg's  outskirts  demanding 
.  The  imattractive  spectacle,  Fande- 
ys,  came  from  lack  of  understand- 
lat  Pepsi's  investment,  put  at  $100 
n,  would  be  spread  over  time.  Pep- 
0  found  out  just  how  tightly  tied 
Jmpetitor  was  to  what  Fandeso 
'eartelized"  coiporate  South  Aft-ica. 
's  alliances  made  it  hard  foi-  Pepsi 
Id  bottles  and  cans,  forcing  Pepsi  to 
■  in  containers  and  coolers  from 
00  and  Kenya. 

en  American  giants  such  as  at&t 
uphill  battles  in  tiying  to  crack  the 
i)m-equipment  mai'ket.  The  compa- 


ii\  \Mii  bid  to  provide  1  million  phone 
lines  to  previously  unserved  or  under- 
sei'ved  regions.  But  competitors,  includ- 
ing Germany's  Siemens  and  France's 
Alcatel  Alsthom,  have  longstanding  rela- 
tionships with  South  African  buyers, 
some  cemented  by  15-year  contracts. 
DUG  IN.  In  contrast,  some  American 
companies  maintained  a  full  presence  in 
South  Afiica.  IngersoU-Rand  Co.,  a  mak- 
er of  mining  equipment,  never  altered 
its  corporate  stioicture  despite  17  years 
of  divestment  initiatives.  When  the  ANC 
government  took  over.  Bill  Malloiy,  In- 
gersoU's  local  ceo  and  president  of  the 
American  Chamber  of  Commerce,  won- 
dered if  the  new  government  might  cre- 
ate problems  for  his  comj^any.  Far  from 
it,  judging  from  the  success  he  has  had 
with  state-backed  companies.  "Our  cus- 
tomer base  has  been  extremely  posi- 
tive that  we  made  the  effort  and  sacri- 
fice to  stay  and  continue  to  support 
them,"  said  Mallory.  Now,  Ingersoll- 
Rand  is  well  situated  to  make  the  most 
of  South  Africa's  new  rapport  with  its 
African  neighbors.  Exports  make  up 
35%  of  the  unit's  $48  million  sales. 

Tliere  are  exceptions  to  the  pattern  of 
rewards  for  those  who  stayed  vs.  diffi- 
culties for  those  who  left.  One  is  Compaq 
Computer  Corp.,  which  was  absent  for 
several  years  but  now  says  it  is  achiev- 
ing "aggi-essive  growth."  And  there  is 
optimism  that  South  African  markets 
will  open  to  U.  S.  products,  particularly 
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high-tech  ones.  "South  Africans  relate 
to  American  technology,"  says  ibm's 
Scholtz.  "Often,  people  travel  to  Ameri- 
ca and  say:  'Why  don't  we  have  this?' " 

American  TV  shows,  filled  with  free 
advertising  for  U.  S.  brands,  have  been 
a  window  to  the  world  for  a  countiy  in 
isolation.  And  with  South  Africa  "in  a 
state  where  it  needs  all  the  foreign  in- 
vestment and  job  creation  it  can  muster 
up,"  says  AT&T's  Coleman,  "they  cannot 
afford  to  offend  any  company." 

So  it  is  likely  that  American  compa- 
nies will  make  continued  inroads.  The 
U.  S.  already  has  reestablished  itself  as 
the  countiy  with  the  largest  number  of 
companies  operating  in  South  Africa, 
edging  out  the  British  and  Germans.  In 
trade,  the  U.  S.  regained  its  pre-sanc- 
tions  position  as  South  Afiica's  top  trad- 
ing partner  in  1994,  with  two-way  trade 
valued  at  $4.7  billion,  just  edging  Ger- 
many's $4.67  billion,  according  to  the 
South  African  Foreign  Ti-ade  Office. 
Britain  was  thuxl,  and  Jajjan  was  fouith. 

But  the  way  the  Americans  will  com- 
pete won't  be  by  talking  about  their 
anti-apartheid  efforts.  Reg  Lascaris, 
whose  advertising  agency  managed  the 
Axc's  1994  election  campaign,  says  "peo- 
ple are  saying:  'Forget  the  past.  Show 
us  the  future.' "  That's  precisely  what 
more  and  more  U.  S.  companies  are  tiy- 
ing to  do. 

By  Drusilla  Menaker 
in  Johannesburg 
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RATE  RAGE:  Farmers  and 
small  businesspeople  prote 


MEXICO 


PULLING  THE  BANKS 
FROM  THE  RUBBLE 

Will  sell-offs  and  consolidations  save  Mexico's  system? 


On  May  29,  a  quiet  revolution  oc- 
curred. Spain's  Banco  Bilbao  Viz- 
caya  agreed  to  pay  $350  million  to 
buy  70%  of  a  troubled  Mexico 
City  bank,  Mercantil  Probursa.  The 
Spanish  institution  will  be  the  first  for- 
eign financial  group  to  gain  control  of  a 
Mexican  bank.  What's  more,  the  Mexi- 
can government  is  swallowing  $780  mil- 
lion in  bad  loans  to  make  sure  it  doesn't 
have  to  pay  even  more  to 
bail  out  Probursa  later 

Probursa  is  one  of  many 
Mexican  banks  that  have 
landed  in  hot  water  because 
of  the  country's  economic 
crisis.  Just  four  years  after 
Mexico  raised  $13.5  billion 
by  privatizing  18  state-run 
banks,  at  least  half  of  them 
are  back  on  the  dole — big 
time.  The  government  has 
already  ponied  up  a  total 
of  $6.2  billion  to  shore  up 
the  banks  and  pay  off  dol- 
lar-denominated certificates 
of  deposit.  Now,  it  is  intro- 
ducing an  $11  biUion  pro- 
gram to  restructure  the 
loans  that  can't  be  paid 


off  at  today's  astronomical  60%  rates. 

Impressive  as  these  sums  sound,  they 
may  not  be  enough  to  fix  the  bad-loan 
problems.  Moreover,  the  government 
knows  that  these  are  just  Band-Aid 
measures  designed  to  get  the  banks 
through  the  immediate  crisis.  It  is  now 
recognized  that  indiscriminate  lending 
and  failure  to  streamline  operations 
have  contributed  almost  as  much  to  the 


BAD  DEBT  AT  MEXICO'S 
BANKS  IS  SOARING... 


...WHILE  MANY 
BUSINESSES  REEL 


PAST-DUE  LOANS  AS 
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banks'  problems  as  the  peso 
sis.  Finance  Secretary  Guille 
Ortiz  is  determined  to  fix 
banking  mess  by  introducing 
eign  competition  and  pushing 
banks  to  seek  foreign  parti 
or  consolidate.  Says  Ferna 
Borja,  the  Finance  Secretar 
director  of  comjnercial  bank 
"We  are  going  to  see  a  comp 
restructiuing  of  the  banking 
tem  [this  year]." 
NOT  ENOUGH  MUSCLE.  Tl^ 
isn't  much  time.  With  the  eo 
my  imploding  and  interest  r; 
still  sky-high,  thousands  of  t 
clients  have  defaulted  on  co: 
rate  loans,  auto-financing  d( 
and  mortgages,  leaving  ba 
with  at  least  $10  billion  in  ui 
lectible  loans — equivalent 
more  than  10%  of  their  t 
loan  portfolios.  And  that  percentag 
expected  to  grow  in  the  second  ha 
the  year  as  bankruptcies  and  un 
ployment  multiply  wath  the  deepei 
recession.  The  worry  is  that 
strong  banks  such  as  Banamex,  M 
co's  largest,  and  Bancomer  will  ge 
bogged  down  in  dealing  with  their  t 
bled  loans  that  they'll  have  few  sj 
resources  to  finance  a  recovery.  ' 
banks  won't  have  enough  muscle  to 
tain  the  degree  of  fresh  lending 
need  for  recovery,"  warns  econoi 
Rogelio  Ramirez  de  la  0,  a  consul 
in  Mexico  City. 

No  wonder  the  government  is  loci 
for  all  the  help  it  can  get.  Bilbao 
caya's  takeover  of  Probursa  may  1 
model  for  other  mergers  and  acq 
tions  that  the  Mexican  govemmer 
encouraging.  As  part  of  the  deal, 
government's  Fobaproa- 
agency  like  the  Federal 
posit  Insurance  Cor 
agreed  to  buy  a  big  ch 
of  Probursa's  problem- 
den  loan  portfolio. 

Banking  regulators 
considering  similai'  sche 
to  clean  up  the  portft 
of  thi-ee  banks — Banca 
mi.  Banco  Union,  and 
pais — that  the  gove: 
was  forced  to  seize 
year  because  of  man." 
ment  and  fraud  probk 
It  wants  to  sell  then 
August.  Officials  say  1 
may  take  past-due  1( 
from  the  banks'  books' 
securitize  them  to  be  J( 
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Now  available 
in  a  notebook. 


tj^j^  Power  and  portability  are  no  longer  mutually  exclusive.  Now  you  can  have  both  with  an  Intel 
Pentium®  processor-based  notebook.  In  fact,  all  of  today's  most  demanding  desktop  software 
nt'H'71  including  office  suites,  multimedia  and  3-D  graphics,  now  runs  just  as  great  on  your  notebook. 


intel 


®  1995  Intel  Corporation.  For  more  information  on  the  Intel  Pentium  processor  family  contact  Intel  on  the  Internet  at  http.V/www.lntel.com/procs/pentium/ 
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at  a  discount,  possibly  with  the  help  of 
American  investment  banks.  "The  gov- 
ernment is  willing  to  enter  into  loss- 
sharing  with  buyers,"  says  Javier  Gavi- 
to  Mohar,  vice-president  of  the  National 
Banking  &  Securities  Commission. 

The  government  seems  willing  to  cut 
sweet  deals  to  entice  foreign  buyers, 
which  can  now  buy  up  to  100%  of  all 
but  the  three  largest  banks.  Still,  while 
some  Em'opean  and  Canadian  banks  are 
reported  to  be  checking  out  properties, 
most  U.  S.  banks  say  they  prefer  to 
open  theii'  own  subsidiaiies  to  focus  nar- 
I'owly  on  corporate  lending,  private 
banking,  and  peso  trading  rather  than 
retail  banking  and  other  activities. 
"They're  living  in  a  fantasyland  if  they 
think  foreign  banks  are  tripping  over 
themselves  to  get  into  Mexico  by  buying 
Mexican  banks,"  says  John  Donnelly, 
head  of  Chemical  Banking  Corp.'s  Mex- 
ican subsidiary.  Jittery  Mexicans  are 
flocking  to  the  nine  foreign  subsidiar- 
ies that  have  already  opened  and  are 
paying  high  premiums  for  scarce  funds. 
BACKLASH.  The  government  believes 
that  more  competition  will  help  rather 
than  hurt  Mexican  banks — by  forcing 
them  to  modeinize  quickly.  Officials  are 
also  encouraging  several  Mexican  banks 
to  merge  operations. 

Stronger  banks  such  as  Banamex  and 
Bancomer  reported  earnings  better  than 
expected  in  the  first  quarter,  but  they 
are  still  scrambling.  Banamex,  whose 
earnings  dropped  35%  from  the  previous 
year,  cut  15%  of  its  workforce  in  the 
first  quarter.  "The  market  took  the 
[earnings]  news  well  because  it  expect- 
ed them  to  be  much  lower,"  says 
Banamex  ceo  Roberto  Hernandez.  "But 
that  doesn't  mean  they  were  good." 

Even  these  banks  are  won-ied  about 
a  growing  popular  backlash  against 
banks.  Thousands  of  debtor's  have  joined 
forces  in  a  movement  called  Barzon, 
which  demands  relief  from  punishing 
interest  rates.  Barzon  demonstrators — 
the  organization  claims  it  has  a  member- 
ship of  700,000  small-business  owners 
and  farmers — have  staged  countrywide 
protests  that  forced  some  of  the  banks 
to  shut  their  doors. 

Recognizing  the  big  political  risk 
that  such  problems  pose.  President 
Ernesto  Zedillo  Ponce  de  Leon's  chief 
political  minister,  Esteban  Moctezuma, 
recently  ordered  each  of  the  32  states 
to  set  up  offices  to  help  debtors  nego- 
tiate debt  relief.  It  seems  likely  that 
the  Mexican  government  will  have  its 
hands  full  with  the  banking  crisis  for 
months  to  come. 

By  Geri  Smith  in  Mexico  City,  with 
Stanley  Reed  in  New  York 


CANADA 


SO  MUCH 
FOR  SOCIALISM 

Voters  are  mad  as  hell  at 
Ontario's  leftist  Premier 

Canadian  businessman  Bill  Ross  is 
on  a  political  crusade.  The  presi- 
dent of  FoiTn  &  Build  Inc.,  a  30- 
person  masomy-supply  business  in  Lon- 
don, Ont.,  Ross  is  leading  a  gi'oup  of 
850  small-business  owners  detennined 
to  defeat  Ontario  Premier  Robert  Rae 
in  June  8  provincial  elections.  "Every- 
thing Rae  has  done  has  been  antibusi- 
ness,"  Ross  argues. 

il^;.m^i  mv    pv  J^-n"'-'  


ByeByeBobi^ 

.  Socialism 
m  Didn't 


Work. 
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BIG  FLOP:  Joblessness,  deficits 


In  a  province  that  accounts  for  more 
than  half  of  Canada's  trade  with  the 
U.  S.,  Ontario's  poUtical  debate  is  echo- 
ing the  conservative  revolution  across 
the  border.  Voters  have  soured  on  Rae, 
whom  they  blame  for  lavish  spending, 
high  taxes,  and  a  dismal  job  market. 
Since  1990,  when  Rae's  New  Democi-at- 
ic  Party  won  with  less  than  40%  of  the 
vote,  unemployment  has  risen  to  8.7%, 
up  from  5.3%.  Huge  deficits  have  dou- 
bled Ontario's  debt  load.  With  $72  billion 
in  debt,  "Ontario  is  the  world's  largest 
nonsovereign  borrower,"  says  Brian 
Neysmith,  President  of  Canaclian  Bond 
Rating  Sei-vice. 


Rae's  problemiS  stem  in  part  from 
luck.  As  he  took  office  in  1990,  On 
was  plunging  into  its  worst  rece> 
of  the  postwai'  era.  Manufactui'ers  ^ 
restnactming  to  compete  in  the  ex{  , 
ed  market  created  by  the  1989  i 
trade  agreement  with  the  U.  S.  By 
some  300,000  jobs  had  been  viiped 
Business  argues  that  Rae's  pol 
have  compounded  these  problems.  Ik 
neai'ly  five  years  in  power,  the  wefr 
roUs  have  rougWy  doubled,  to  1.3  mi' 
Ontaiio's  benefits  are  far  more  gene 
than  those  of  other  provinces.  ' 
helped  spending  soar  to  $5  billioi' 
times  higher  than  at  the  end  of  the 
fiscal  year.  To  pay  for  it,  Rae  imposa 
largest  tax  increases  in  Ontario  his. 
jacking  the  marginal  income  tax  rai 
53%>,  from  48%.  Even  so,  Rae  adde 
average  of  $730  miUion  a  month  tc 
province's  debt  load. 

Business  leaders  are 
incensed  by  Rae's  labor 
cies.  One  measure  mac 
fai'  easier  for  unions  to  (;, 
nize  companies,  while  ai- 
ning  the  use  of  replaceunt 
workers.  Rae  has  still  aai' 
ated  many  union  leaci 
Two  of  Canada's  lar 
unions,  angered  by  fe, 
1993  decision  to  cut  go\m 
ment  workei-s'  wages  by 
won't  endorse  him. 
HARD  RIGHT.  Rae  ai-gue; 
wage  cuts  were  necessai 
keep  the  deficit  from  sj^al- 
ing  even  further  out  of  )n- 
trol.  He  also  warns  tha1;he 
spending  cuts  advocate ' 
his  opponents  would  "ei. 
a  more  punitive  and  mil;, 
spirited  society."  That  jn'' 
convincing    many  vo 
Rae's  N'DP  could  end  up 
fewer  than  10  seats  irthi- 
130-seat  Pai'liament,  prqc* 
pollster  Angus  Reid. 
The  climate  has  he< 
the  Progressive  Consei^vatives,  le 
Mike  Hams,  a  burly  foiTner  golf  ■ 
Although  the  Liberal  Party,  undei' 
McLeod,  a  53-year-old  clinical  psyc 
gist,  also  promises  to  balance  the 
get.  Hams  is  espousing  a  far  moren 
matic  shift  to  the  right.  His  plattr 
includes  a  30%  income  tax  cut,  a 
reduction  in  spending  apart  from  h  i- 
care,  and  a  "workfare"  program. 

That  might  slow  the  growth  of^'' 
taiio's  debt.  But  whoever  is  electee;  > 
face  a  daunting  challenge.  The  vi- 
may  get  rid  of  Rae,  but  his  legacy 
haunt  Ontario  for  years  to  come. 
By  William  C.  Symmids  in  7b?* 
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A  EE  PU  TAXI  ON  as 


is  Gold.  Only  CONSIDERABLY 
more  AFFORDABLE. 

The  car  that's  won   numerous  ACCOLADES  and   the   loyalty  of  thousands 
is  now  EASY  to  own.   Because  with  the 


Camry  36-Mo.  Lease* 


Down  Payment  $1,850 
Refluidable  Security  Deposit  $275 
First  Month's  Payment  $229 
Due  at  Lease  Signing  $2,354 


yota  CAMRY  lease,  you  can  get  a  NICELY  EQUIPPED 
Camry  D  X  starting  at  only  $  2  2  9  a  month. 

With   its  SOPHISTICATED  safety  systems, 

powerful   engine  and  a  host  of  LUXURY  features, 
Camry   truly   is   the   GOLD   standard   of  sedans.   y\  n  d  at 
this  LOW  monthly   PAYMENT,   now's  the  time  to  get 
into  an  AFFORDABLE  Camry.   C:  a  1  1    1  -  8  0  0  -  G  O -T  O  Y  O  T  A 
for  a  BROCHURE  and  location   of  your  NEAREST  DEALER. 

®  TOYOTA  CAMRY 

1  ,    W  li.il  ^•n^  I)..  I'm  .M,- 


•  .  Features  Include: 
CFC-fi^e  air  conditioning 
Fbwer  windows,  door  locks,  mirrors 
HiDffi  M'I/FM.4-spealffir  stereo/Cassette 
4 -speed  automatic  transmission 

Cruise  control  J 


995  Toyota  Motor  Sales,  us.  A.,  Inc.  Buckle  Up!  Do  it  for  those  who  love  yoii.  •'9.')  Camry  DX  4-cyl,  with  the  followiii.i»  optional  equipment:  Power  Packaije,  4-speed  automatic  transmission,  KIV.. 

ise  control,  Deluxe  AM/KM  4-speaker  stereo/Cassette,  Closed-entI  lease,  $16,003  capitalized  cost  based  on  $l,8.^)(l  down  payment  and  dealei  participation,  which  may  vary  by  dealer.  MSRI'  Sl'l,Hr) 
I  iding  freight.  Monthly  payments  total  S8,244.  Your  payment  may  vary  depending  on  rinal  price.  Ta.xes,  lii  ense.  lille,  insur.in<  e,  n  siiin.ilK  n  (|uin  d  f  r|uip  .ind  ile.ilci  i \\.\\<2f  \  extra.  Lessee  responsible 

l  aintenance,  excess  wear  &  tear  and  lOc/mi.  over  l5,0(IU/yr  Lease-end  purchase  option  $11,097.  Disposuioji  I. .  ,         lo  i  \, .  .d  5,l'>ll,        l„  .In,  .h  I,.,i,c  .  ml   l.>  .pLihli.  ,1  I,  sm  cs  through  Toyota  Motor 
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COMMENTARY 


By  Brian  Bremner 


WHEN  WILL  JAPAN  SET  THE  BANKS  FREE? 


Mi 


ioody's  Investors  Service  Inc. 
jangled  a  few  nerves  recently 
when  it  blasted  the  way  that 
Japan's  Ministry  of  Finance  (mof)  is 
handling  the  nation's  long-running 
banking  crisis.  At  a  meeting  in  the 
Ministry's  six-story  fortress,  mof  of- 
ficials lit  into  Moody's  analysts,  sug- 
gesting their  methods  aren't  up  to 
snuff.  "Moody's  should  do  more  re- 
search," said  a  member  of  mof's 
banking  bureau. 

Moody's  says  it  stands  by  its  con- 
clusions. But  there's  httle  wonder 


why  MOF  is  edgy.  Nearly  six  years 
after  the  bubble  economy  burst,  the 
nation's  top  21  banks  still  carry  at 
least  $550  billion  in  bad  or  restruc- 
tured loans.  Loan-loss  provisions  cov- 
er a  third  of  this  sum,  figures  James 
Capel  Pacific  Ltd.  analyst  J.  Brian 
Waterhouse.  Worse  yet,  the  Nikkei 
stock  average  has  fallen  60%  from  its 
1989  peak — and  at  its  current  level 
of  about  15,800  is  still  seen  as  over- 
valued. If  that  were  not  enough, 
plummeting  property  prices,  defla- 
tion, and  the  high  yen  are  pushing 
Japan  into  recession. 
FLOTATION  DEVICES?  All  of  this 
comes  as  quite  a  blow  to  the  ehte 
University  of  Tokyo  graduates  who 
run  MOF.  For  decades,  these  bureau- 
crats steered  immense  sums  of  do- 
mestic savings  into  Japan  Inc.'s  war 
chest.  Now,  they  seem  more  preoccu- 


pied with  keeping  the  financial  sector 
above  water.  Doing  so  is  rapidly 
draining  the  nation's  wealth.  But  a 
lot  more  wealth  may  disappear  un- 
less the  bureaucrats  do  what  they 
have  been  unwilling  to  do  so  far — 
launch  the  massive  deregulation  and 
financial  makeover  necessary  to 
bring  the  banking  crisis  to  a  decisive 
close. 

To  be  sure,  MOF  will  probably  un- 
veil a  new  bailout  package  in  July. 
It's  likely  to  include  tax  breaks  on 
loan  write-offs,  government  land  pur- 


For  years,  the 
Finance 
Ministry  has 
resisted  the 
massive 
deregulation 
necessary  to 
end  the 
banking  crisis 


chases,  and  permission  for  banks  to 
sell  off  bad  loans  in  packages  of  se- 
curities. These  measures  are  long 
overdue,  yet  they  are  also  inade- 
quate. The  pity  is  that  mof  can  do 
much  more. 

A  colossus,  MOF  lords  over  the 
U.  S.  equivalents  of  the  Federal  Re- 
serve, the  Treasury  Dept.,  the  Fed- 
eral Deposit  Insurance  Corp.,  and 
the  Office  of  the  Comptroller  of  the 
Currency.  It  also  controls  Japan's  tax 
system  and  the  national  budget.  But 
it's  not  hard  to  understand  why  mof 
is  dragging  its  feet.  Fully  addressing 
the  banking  mess  will  unleash  mar- 
ket forces  upon  Japan's  heavily  regu- 
lated financial  sector — and  mean 
"less  influence  for  the  Ministry,"  says 
Kenichi  Takesliita,  a  director  with 
Nomura  Securities  Co. 

With  deregulation  sweeping  other 


countries'  markets,  Japan's  financial 
institutions  are  demanding  more 
freedom.  Brokerages  want  to  sell 
more  derivatives.  Banks,  which  have 
already  been  allowed  to  begin  limited 
trading  and  underwriting,  are  an- 
gling for  even  wider  access  to  the  se- 
curities business. 

"DESCENT  FROM  HEAVEN."  Deregula- 
tion would  also  spur  consoUdation. 
But  fewer  banks  and  brokers  will 
mean  fewer  highly  paid  sinecures  for 
retiring  mof  oifficials,  a  practice 
known  as  amakudari,  or  "descent 
from  heaven."  Although  major  banks 
and  brokers  have  stopped  taking  on 
mof  officials  in  recent  years,  smaller 
institutions — many  of  them  merger 
candidates — continue  hiring  mof 
hands. 

Given  mof's  ultraconservative 
spending  habits  and  Japan's  lifetime 
job  security  compact,  it's  understand- 
able that  bureaucrats  are  wary  of  a 
U.  S.-style  cleanup  that  relies  on 
huge  public  fimding  and  ruthless 
bank  examiners  wilHng  to  push  weak 
players  under.  Yet  it's  difficult  to  be- 
lieve that  MOF  can  put  off  consolida- 
tion much  longer. 

Back  in  1991,  the  Ministry  predict- 
ed banks'  balance  sheets  would  be 
cleaned  up  by  1996.  To  help  the 
banks  along,  it  pushed  up  the  stock 
market  in  1992  and  '93  with  an  esti 
mated  $200  biUion  in  public  money. 
Higher  stock  prices  allowed  banks  tc^ 
dip  into  their  vast  reserves  of  equi- 
ties to  raise  cash.  But  the  maneuver 
was  no  more  than  a  stopgap  remedy.) 
The  stock  market  is  swooning  once  : 
again.  And  business  failures  and  bad 
debts  are  rising  as  the  high  yen  and 
the  cost  of  the  Kobe  earthquake  sap 
economic  strength.  As  a  result,  MOF 
now  says  the  woeful  financial  sector 
will  need  at  least  five  more  years  to 
right  itself. 

With  Japanese  growth  at  a  stand- 
still, the  country  can  ill  afford  an- 
other five  years  of  financial  drag. 
MOF  officials  may  have  to  loosen 
their  grip  before  the  entire  econo- 
my— as  well  as  what's  left  of  their 
reputation — takes  a  thrashing. 


I 


Bremner  covers  Japanese  financwt 
markets  from  Tokyo. 
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8920  FORMS  PRINTER 

Under  $2,400  " 
A  heavy-duty  dot  matrix  printer 
(or  up  to  9-part  business  forms. 
Adjustable  18-pin  printhead, 
five  print  speeds,  zero  tear-off 
for  forms  waste  elimination. 
Windows™/DOS  compatible. 
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MICROLASER  POWERPRO 

Under  $1,750 

Ideal  for  heavy  graphics  printing. 
600  dpi,  tippm,  67  scalable  fonts, 
a  turbo-charged  processor, 
Mac' /Windows/DOS  compatible. 
Optional  multi-network 
interface  available. 
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MICROLASER  PRO  E 

Under  $1,450 

Ideal  for  volume-intensive 
workgroups.  oOO  dpi,  12  ppm, 

500  sheet  capacity 
(two  250-sheet  paper  trays), 
Mac/Windows/DOS  compatible. 
Optional  multi-network 
interface  available. 
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MICROLASER  PRO  600 

Under  $1,300 

A  feature-packed, 
high-performance  printer 
600  dpi,  8  ppm,  500  sheet  capacity 
(two  250-sheet  paper  trays), 
Mac/Windows/DOS  compatible. 
Optional  multi-network 
interface  available. 
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MICROLASER  600 

Under  $900 

Laser-quality  printer 
for  the  business  professional 
looking  for  "personal" 
PostScripf^  printing. 
600  dpi,  5  ppm, 
Mac/Windows/DOS  compatible. 
Optional  multi-network 
interface  available. 
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warranty  All  prices  are  esti- 


Adobe  PostScript 

mated  street  prices.  Dealer  prices  may  vary  microLaser  and  "Extending  vour  Reach'  are 
trademarks  of  Texas  Instruments  TTie  8920  forms  printer  does  not  include  Adobe  PostScnpt 
and  IS  not  Energy  Star  compliant  The  PC  World  Best  Buy  award  was  given  to  the  micn^Laser 
Pro  600  and  the  microLaser  PowerPro  printers  Mac  is  a  registered  trademark  of  Apple 
Computer  Inc  PostScript  and  the  PostScript  logo  are  registered  trademarks  of  Adobe 
Systems,  Inc  Windows  is  a  trademark  of  Microsoft  Corporation.  0  1 995  Tl. 


International  Outlook 


EDITED  BY  STANLEY  REED 


HONG  KONG:  BEIJING  IS  ALREADY 
MUFFLING  THE  MEDIA 


For  the  past  eight  years,  American  cartoonist  LaiTy  Feign 
has  enlivened  the  pages  of  Hong  Kong's  South  China 
Morning  Post  with  his  hai'd-hitting  comic  strip  The  World 
of  Lily  Wo7ig.  Sparing  no  one,  Feign  took  on  both  Beijing's 
autocrats  and  Hong  Kong's  ineffectual  British  governor, 
Christopher  Francis  Patten.  But  recently,  Feign  was  sacked 
at  the  Post.  Editor-in-chief  David  Annstrong  denies  that  po- 
litical pressure  played  a  role  and  says  the  strip  was  the  vic- 
tim of  a  cost-cutting  drive — though  the  paper  is  one  of  the 
world's  most  profitable.  Whatever  the  reason,  Feign's  de- 
parture has  heightened  concerns  about  the  fate  of  Hong 
Kong's  press  after  the  Chinese  takeover  in  1997. 

If  such  fears  are  realized,  Hong  Kong  could  be  a  big  los- 
er. One  of  the  reasons  that  so  many  international  business 
e.xecutives  have  their  offices  in  Hong  Kong  is  to  gain  access 
to  the  flow  of  vital  infoiTnation  on  China.  But  that  attraction 
could  fade  if  Beijing  shows  little  tolerance  for  negative 


channels,  and  luring  foreign  broadcasters  to  set  up  regie 
communications  hubs. 

Of  coui'se,  Hong  Kong  hasn't  lost  the  regional  media  1 
yet.  The  Interaet  is  flourishing  there,  and  the  colony  has 
Chinese-language  newspapers  as  well  as  three  English 
guage  dailies.  Outspoken  pubUsher  and  retailer  Jimmy  Lj 
critic  of  China's  communist  leaders,  is  about  to  launch  Aj 
Daily,  which  promises  to  be  a  lively  nev/  addition. 

But  at  the  same  time,  Beijing  is  already  sending  wami 
by  handing  out  stiff  penalties  to  Hong  Kong  journal 
who  have  fallen  into  theii'  clutches.  For  example,  Xi  Yanj 
reporter  for  Ming  Pao,  an  independent  Hong  Kong  pa 
received  a  12-year  prison  sentence  in  1994  for  revea 
such  supposed  "state  secrets"  as  interest-rate  changes 
international  gold  transactions.  Local  joumahsts  also 
Beijing  officials  contact  key  editors  and  publishers,  either  iliN: 
rectly  or  through  third  parties,  when  they  are  displea  "f'J 
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press  coverage.  "If  the  rest  of  the  world  begins  to 
perceive  Hong  Kong  as  just  another  Chinese  city, 
then  why  do  business  in  Hong  Kong?"  says  one 
Hong  Kong  economist. 

The  battle  over  freedom  of  the  press  and  information 
flows  that  is  looming  in  Hong  Kong  will  probably  be  played 
out  in  one  form  or  another  throughout  the  region.  As  Asia 
modernizes,  demand  is  building  in  the  growing  middle  class 
for  more  accurate  infoiTnation  and  more  accountable  govern- 
ment. Wide-open  access  to  information  is  also  increasingly 
essential  for  business.  But  moves  toward  more  liberty  are 
threatening  to  authoritarian  governments  that  worry  about 
losing  control. 

STIFF  CHINESE  SENTENCES.  Hong  Kong  seems  to  be  back- 
tracking on  what  is  permissible  in  public  discourse  at  an  in- 
opportune time.  Although  they  still  offer  less  freedom  than 
Hong  Kong,  the  city's  rivals  for  investment  and  status  show 
signs  of  opening  up.  Taiwan,  for  instance,  is  experiencing  an 
explosion  in  independent  media.  It  now  has  more  than  200 
cable-TV  stations,  more  than  30  unofficial  radio  stations, 
and  scores  of  nongovernment  newspapers.  Even  restrictive 
Singapore  is  linking  up  to  the  Internet,  adding  cable-TV 


FEIGN'S  WORLD 
OF  LILY  WONG 
COMIC  STRIP 
WAS  CANCELED 


with  a  stoi-y.  "My  biggest  fear  is  that  even  bel4,; 
1997,  China  imposes  its  own  standards  on  Uf 
says  Ivan  Tong,  Ming  Pao's  deputy  editor-in-c 
and  chairman  of  the  Hong  Kong  Journalists  Ai 
Local  reporters  shouldn't  expect  much  suppoit  ft-om  H 
Kong's  business  tycoons,  who  have  already  come  to  terotn 
vrith  China  and  don't  want  to  upset  its  leaders.  Many  anal; 
expressed  conceni  when  Malaysian-Chinese  billionaire  Rol ! 
Kuok,  who  has  sizable  stakes  in  China,  bought  the  So 
China  Morning  Post  from  Rupert  Murdoch.  Armstrong,  hilna; 
ever,  says  Kuok  doesn't  paiticipate  in  any  way  in  editorial 
cisions.  Last  yeai',  Mm-doch,  owmer  of  Hong  Kong-based  i  N  tei 
TV,  removed  the  bbc,  which  has  angered  China  with  its  pi 
ing  reports,  from  Star's  northern  broadcast  range  in  an  ef 
to  expand  his  satellite-TV  business  in  China. 

But  China  hasn't  squeezed  the  life  out  of  the  Hong  K 
press  yet.  The  Eastern  Express,  an  English-language  d 
founded  in  1994,  is  interested  in  hiring  Feign.  The  carton, 
ist  says  he  isn't  sui'e  if  he  wants  to  stay  in  Hong  Kong, 
if  he  does,  his  strip  will  serve  as  a  good  barometer  of  piji 
freedoms  in  these  sensitive  times. 

By  Joyce  Bamathan  in  Hong  Kh 
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APAN  IS  DIALING 
800  BUYAMERICA 

catalogers  offer  bargains  shoppers  can't  find  at  home 


RUN:  Catalog 
avoid  tariffs 


It's  not  that  easy 
for  U.S.  market- 
ers   to  reach 
Yukio  Ai-ai.  The 
47-y ear-old  Japa- 
nese fanner  lives 
in  a  rural  moun- 
tain village  two 
hours  outside 
Kyoto.  But  Arai, 
an  avid  moun- 
tain climber,  has 
been  shopping  in 
America  by  mail 
such  catalogs  as  L.L.  Bean,  Pata- 
.,  and  REi  for  20  years.  "I  don't 
'  like  America,"  he  says.  "But  they 
the  best  outdoor  stuff." 
w,  a  strong  yen  and  the  gi'owing 
iarity  of  things  American,  from 
OS  to  collectibles  to 
(n»or  equipment,  are 
tig  U.S.  catalogers 
up  record  sales  to 
lese  consumers.  With 
and  fax  lines  in  theii' 
offices  that  allow 
to  take  orders  ft'om 
around  the  clock — 
;fficient  delivery  sys- 
-U.S.  marketers  are 
ng  a  new  level  of  so- 
cation  to  a  market 
has    barely  been 
d.  By  doing  an  end 
round  traditional  re- 
;  and  avoiding  many 
tariffs  on  imported 
,  catalogers  can  al- 
ilways  beat  the  Japa- 
3j  m  price. 

P  N  TERRITORY."  While 
X  ■);iiTiers  bedevil  most 
1'  r.S.  industries,  di- 

iirketers  have  practi- 

i  straight  shot  into 

-and  little  local  com- 

m.  "We  consider  it 

territory,"  says  Wil- 

.  Dean,  managing  di- 
of  San  Francisco 
■aj  r  consultant  Bruce, 


Dean  and  Co.  Direct-marketing  experts 
say  the  industiy  in  Japan  is  compar- 
able to  that  in  the  U.S.  15  years  ago. 
Direct-marketing  sales  in  Japan  reached 
only  $18  biUion  last  yeai;  compared  with 
$300  billion  in  the  U.S.  American  cata- 
logers generated  $1.8  billion  of  those 
Japanese  sales  in  1994,  up  from  $1.5  bil- 
lion a  year  earlier. 

New  efforts  by  some  big-name  mar- 
keters such  as  L.L.  Bean,  Lands'  End, 
and  Eddie  Bauei'  should  accelerate  that 
gi'ovrth.  With  sales  flattening  in  the  U.S., 
a  boost  from  Japan  is  paiticularly  wel- 
come. Lands'  End,  battered  by  higher 
postal  and  paper  prices  and  sluggish  U.S. 
sales,  saw  its  fii'st-quarter  eaiTiings  fall 
70%.  Its  11%  sales  growth  came  almost 
entirely  from  Britain  and  Japan.  U.  S. 
merchants  also  like  the  different  demand 


cycles  in  Japan.  Back-to-school  buying, 
for  example,  takes  place  in  Mai'ch. 

Even  while  Japanese  retail  sales  have 
tanked  duiing  the  ongoing  recession,  di- 
rect sales  are  gi'owing  at  a  healthy  5% 
to  7%  annual  clip  as  strapped  consum- 
ers look  for  bargains.  Social  factors, 
from  more  working  women  to  an  aging 
population  are  also  fuehng  demand  for 
mail-order  merchandise.  When  the  U.S. 
Commerce  Dept.'s  Osaka  office  offered 
125  different  catalogs  for  sale  over  the 
winter,  Japanese  consumers  snapped  up 
300  a  day  at  .$2  and  $3  each. 
SOCCER  SCORE.  Bit  by  bit,  savvy  mai'- 
keters  are  training  their  sights  on  this 
lucrative  market.  They're  setting  up 
toll-free  24-hom'  international  phone  and 
fax  lines — a  plus  for  customers  who  are 
up  to  13  hours  ahead  of  U.S.  time — 
and  engineering  fast  turnaround  times. 
Some  marketere,  such  as  San  Francisco- 
based  accessory  company  California 
Gold,  employ  Japanese-speaking  tele- 
marketere  in  the  States.  Others,  such  as 
Bean,  have  set  up  Japanese  offices  to 
handle  orders,  retums,  and  complaints. 
Catalogs  are  changing,  too.  Many  mar- 
keters have  added  Japanese-language 
inserts  with  sizing,  tariff,  and  ordering 
information,  while  some,  such  as  Lands' 
End,  provide  a  complete  Japanese-lan- 
guage catalog. 

It's  not  just  the  big  guys  that  are 

A  Yen  For  Japan 

U.S.  catalog  companies  prospecting  for 
new  markets  in  Japan 

COMPANY  JAPANESE  MARKETING  STRATEGY 

L.L  BEAN       :  Local  stores  and  service 
center,  English-language 
catalog  with  Japanese 
insert 

LANDS'  END     \  Local  Service  Center, 

Yen-denominated,  Japan- 
ese-language catalog 

EDDIE  BAUER  ^  Local  stores,  English- 
language  catalog  with 
Japanese  insert 

FRANKLIN  MINT  '  Yen-denominated,  Japan- 
ese-language catalog, 
local  service  center,  print 
ads,  direct  mail 
brochures 

WOOL  POWER:  Avid  mountain 
climber  Arai  orders  gear  such  as 
his  Patagonia  jacket  from  America 
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happens;  it  happetis.  Yon  mei-^t'.  Yoii  mm'e  to  dievti smw.  Yoit  decide  to  add  a  vtu'  application.  Yoit  groit,'.  Doit't 
u-oriy.  Dij^ital's  new  AlphaServer''  family  is  arrit'ing  ri^ht  07i  tune.  Ojjtring  affordthk.  hrgh-perfortiiance 
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TMORE. 


'/■/timis  to  all  kinds  of  omtpa- 
iiics.  froitt  airlim  to  fituaicial 
n'X'ices,  architects  to  retailers.  For  example,  our  new' 
AlphaSeri-er  2100  ,5/250  system/  is  ttell  w/thiv  most 
corpm'ate  budgets,  yet  has  the  power  to  perform  up  to  1200  Iravsacttotis  per  second!  And  our  netc  AlphaSeruer 
8200  and  8400  systems  are  the  o)/ly  servers  that  run  the  }iew  (^4-hit  BSlHBl  pinx  Oracle^  "'  datidiase. 
yielding  paforrtiance  gains  that  sound  like  they  belong  in  another  cottier.  ~     up  to  K  X)  times  faster  than 

conventional  32-l)it  enterfn~i.se  systerm.  But  then,  that's  what  64-hit  .  .^f^/^  T^^^"  dpha  jmiir  is  all 
about.  It  lets  you  do  things  faster  and  mm  affonlahly  than  52-l.)it 


'terns.  alon<'  w'ld) 


some  things  32-bit  systems  uw't  let  yon  do  at  ad.  Our  serirrs  run  thou^..,:, 

ALPHASEk  SYSTEMS 

the  ones  you  need  the  most.  All  offer  the  kind  of  scalability 


fnvtection  that  only  64-bit  architecture  can  gitv  you.  Arid  all 
solutions,  so  tlxyfl  irork  iiP/ngside  viitually  any  of  your  existing 
while  giving  your  entire  infonnat'um  system 
into  the  future.  Wl)at  nm-e  ca>i  we  say  except,  hop  on.  For  vim-e 
call  your  Digital  fmsiness  partmr  or  l-8()()-DlGIl  'Al :.  Or  reach  us  via  our  Internet  address:  moreinfo(fi  digital,  com. 
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tor  the  ivorkyroup  and  tin  i.nreri>nsi-. 

(jttcr  a  wide  range  o\  jx-rfornianci :' 
IVansactions  ]xt  sec:  l-rom  up  to  HO  to 
Wir-.  Max.  mtm()r\-  I9JMB  to  1  iGli. 

Max  storage:  ii  lCiB  to  U)'!'B. 
I  ()  bandwidth -—132  to  l2()(lMB/sec. 
SPEC:int92  — 116.S  to  3-11.4. 
SPECt'p')2  — 139.7  to  •)12.9. 
All  siip(5ort  hi^h  availabiht)'  clusters. 


.  .y  j .  \  i  It  ions,  includin}!^ 
ajid  nmstmait 
are  truly  open 
equipment . 
a  firm  shove 
hijonnation, 


'  B  3  s  p  ci  on  :  n  1 1  r  ('  a  I  D  i  y  1 1  ii  ■  i   E ;  i  'hj 

51595  Di^ilol  Equipment  Z'.;rjj'.;'eU-)i-    Oiq.tai.    he  D:G:TAL  :ot|0  and     :  p  li  d  S » i  v«  r  ar*  tfsoen'arts  of  Oi'j.lal  Equ'l'ment  Coipo' 


A.AQ 

3 lion.  Crai:le7  li  i 


People 


getting  in  on  the  action.  Sports  Endeav- 
ors, a  $30  million  North  Carolina  sports 
cataloger,  started  prospecting  in  Japan 
two  years  ago  and  sold  $1.5  million 
worth  of  soccer  equipment  there  in 
1994.  "Sales  have  exploded  in  the  last 
year,"  says  Alex  L.  Greene,  director  of 
intemational  operations.  He  says  com- 
parable soccer  equipment  costs  80%  to 
200%  more  in  Japan.  And  while  Japa- 
nese companies  take  two  weeks  to  deliv- 
er an  order,  he  offers  express  shipping 
that  can  get  the  goods  to  a  Japanese 
customer  in  72  hours. 

In  fact,  U.  S.  marketers  can  build  in 
substantial  margins  and  still  beat  Japa- 
nese competitors  on  price.  Even  with- 
out the  12%  increase  in  the  strength  of 
the  yen  against  the  dollar  since  the 
beginning  of  the  year,  Japan's  many- 
layered  retail  distribution  system  jacks 
up  the  cost  in  stores. 

In  addition,  Japanese  consumers  or- 
dering from  American  companies  get 
a  personal  exemption  on  import  tariffs 
of  up  to  10,000  yen  ($115  at  the  mo- 
ment) per  order,  though  the  average 
order  rans  25,000  yen  ($287).  Foreign 
marketers  also  have  an  edge  when  it 
comes  to  mailing  catalogs.  Unbeliev- 
ably, it  costs  less  to  mail  across  the 
sea  than  across  Tokyo,  though  new 
international  rates  that  take  effect  in 
January,  1996,  will  erase  some  of  that 
advantage. 

PLEASANT  SURPRISES.  The  market's 
youth  and  peculiarities  require  some 
creativity.  Few  mailing  Usts  are  avail- 
able. Most  magazines  are  sold  on  the 
newsstand,  so  there  are  no  subscription 
hsts  to  buy.  Companies  that  have  devel- 
oped theii"  own  lists  guai'd  them  jealous- 
ly. "In  the  U.  S.,  companies  will  ex- 
change and  rent  Hsts.  In  Japan,  that's 
just  not  the  case,"  says  Donna  Bhatia, 
vice-president  for  marketing  at  J.  Crew 
Group's  Clifford  &  Wills  Inc.  The  lists 
that  are  available  are  expensive,  poorly 
maintained,  and  not  well-focused.  Thus, 
response  rates  are  a  paltry  1%,  com- 
pared with  about  3%.  in  the  U.  S. 

There  are  pleasant  surj^rises,  though. 
"I'm  constantly  amazed  at  what  does 
and  doesn't  sell  here,"  says  Robert  Fee- 
ley,  president  of  the  Japanese  subsidiaiy 
of  Franklin  Mint,  the  $800  million  di- 
rect marketer  of  collectibles.  "The 
biggest  shock  was  that  we  can  sell 
$2,000  pieces  of  jewelry  through  news- 
paper coupons."  He  says  jewelry  ac- 
counts for  roughly  40%  of  direct  mar-ket- 
ing  sales  in  Japan,  compared  with  5%  to 
8%  in  the  U.  S.  As  long  as  U.  S.  mai-ket- 
ers  keep  offering  their  diamonds  and 
outdoor  gear  at  bargain  prices,  custom- 
ers such  as  Yukio  Aral  will  keep  their 
orders  coming. 

By  Edith  Hill  Updike  in  Tokyo,  wiih 
Mary  Kuntz  in  New  York 


HEALTH  CARE 


ADAM  SMITH 
TO  THE  ER' 

How  "pharmaco-economist"  Paul  Just  cuts  hospital  cost 


JUST  CAUSE:  "/  tend  to  be  sutniiln  mj  nj  n  cntsader' 


As  a  phannacy  student  in  the  mid- 
1970s,  Paul  Just  sat  mesmerized 
one  day  as  his  professor  unveiled 
a  bulky  computer.  A  similar  one, 
the  professor  explained,  was  being  used 
to  predict  President  Nixon's  response 
to  dnig  therapy  for  blood  clots  in  his 
leg.  It  could  help  physicians  detennine 
the  right  dose  of  the  potentially  lethal 
blood-thinner  Warfarin.  The  application 
of  computer  technology  to  phaiTnacology 
was  in  its  infancy,  and  Just  was  fascinat- 
ed. "I  wondered,"  he  recalls,  "what  else 
phaiTOacists  could  do  like  that." 

Earlier  this  year.  Just  stood  before  a 
conference  of  physicians  and  hospital 
administrators  in  Chicago  and  revealed 
the  latest  answer:  a  small,  high-speed 
920  Compaq  loaded  with  software  that 
can  evaluate  a  drug's  likely  effect  on  a 
patient  population  and  assess  how  the 
use  of  various  drags  will  affect  a  hospi- 
tal's bottom  line.  Just,  director  of  clinical 


pharmacy  progr 
for  Premier  He 
Alliance,  a  coop 
tive  representing 
U.  S.  hospitals,  is 
of  a  new  breed 
is  applying  "phai 
co-economic"  ana 
to  institutional 
cutting.  This 
geoning  discip! 
which  blends 
analyzes  drug  p 
uct  clinical  resej 
patient  profiles, 
survival  rates, 
become  Just's 
sion.  "I  tend," 
says,  "to  be  s 
thing  of  a  crusac 

But  some  pi  ^' 
cians  dismiss  Ji 
work  as  "cooklr'^ 
medicine"  and 
that  it  threatens 
tients'  well-berf 
"We  are  the 
who  know  pati« 
problems,  allerj 
sensitivities  to  medications,"  compi 
nephrologist  Dr.  Theodore  Lewei 
trustee  of  the  American  Medical 
"We  can't  think  about  the  bottom 
and  still  put  our  patients  fii'st."  D 
Sanford  Schwartz,  executive  direct( 
the    University    of  Pennsylvai 
Leonard  Davis  Institute  of  Health 
nomics,  says  that  Just's  approac  ^lias 
"simplistic." 

TAKING  NOTICE.  In  these  austere  da.^^ 
managed  care,  however,  pharmaco- 
nomics — previously  used  by  mam 
turers  trying  to  demonstrate 
drugs'  cost-effectiveness — is  grab 
the  attention  of  hospital  administr? 
and  insurers.  Just  and  his  ilk  are  of^'. 
ing  hospital  bean-counters  the  evid 
they  need  to  influence  doctors'  c 
choices.  "It's  physicians'  preseri 
practices  that  drive  a  hospital's  (  'mi 
budget,"  says  Just. 

Those  expenditures  are  rising.  II)' 
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anaged-care  networks  negotiate  dis- 
ts  from  pharmaceutical  companies 
;lp  hold  drug  price  inflation  below 
the  cost  of  drugs  remains  a  bitter 
or  hospitals.  One  reason:  Insurers' 

to  eliminate  long  hospital  stays 
IS  that  patients  who  are  admitted 
generally  sicker  and  require  more 
;ostlier  drugs  than  ever.  PhaiTnacy 
ets,  which  now  constitute  just  un- 
0%  of  hospitals'  total  budgets,  are 
^ted  to  rise  to  25%  over  the  next 

years.  Costly  new  biotech  prod- 
coming  to  market  will  help  drive 
icrease. 

unt  among  Just's  boosters  Wil 

er,  the  director  of  pharmacy  at 

-al  DuPage  Hospi- 

1  370-bed  facility 

ie  Chicago.  Early 

year,  Bruner  was 
to  losing  his  job 

ise  of  spiraling 
in  the  pharmacy, 

I  spends  $3.5  mil- 

a  year  on  drugs. 

I  administrators 

Dened  to  turn  man- 

snt  over  to  outside 

'Utting  specialists, 

jght  Just's  help. 

,er  studying  the 

lary  and  interview- 

taffers.  Just  sug- 

i  some  quick  fix- 

ipplying  two  drugs 

iass  instead  of  10, 

itance,  and  svdtch- 

atients  v/ho  could 

om  intravenous  to 
ledications.  But  his 
concern  was  that 
tling  with  doctors, 
larmacy  was  doing 
luch  pill-counting 
)t  enough  advising. 
CITT.  Take  Lovenox,  a  $25-a-dose 
thinner  used  mainly  for  orthopedic 
y.  Just  found  that  physicians  were 
it  for  less-invasive  treatments  for 
they  could  choose  a  less  potent 
Heparin,  at  only  $1.50  a  dose — 
)s  because  blood  levels  of  Hepar- 
;t  be  more  closely  monitored.  The 
il  has  since  cut  its  use  of  Lovenox 
ire  than  15%.  Bruner  says  that 
flanges  vdU  reduce  the  pharmacy's 
t  by  about  $500,000  over  two 

le  of  Just's  recommendations  are 
controversial.  Central  DuPage 
ians  have  rejected  his  advice  that 
witch  from  the  clotbusting  drug 
plasminogen  activator,  or  tpa,  to  a 
saper  alternative,  streptokinase. 
5ed  to  treat  acute  heart  attacks, 
i2,500  per  dose.  A  well-publicized 
trial  showed  that  over  30  days, 
{  'ry  100  patients  treated,  it  saved 


AT  STAKE 


If  one  drug  is 
only  1%  more 
effective  than 
another,  yet 
much  more 
expensive,  can 
its  use 

nonetheless  be 
justified  when 
human  lives 
hang  in  the 
balance? 


one  more  life  than  streptokinase,  which 
costs  $300  per  dose.  In  mid-April,  the 
Food  &  Drug  Administration  ruled  that 
drugmaker  Genentech  Inc.  can  promote 
TPA  as  "superior"  if  administered  in  a 
particular  way. 

A  1%  difference,  Just  says,  doesn't 
warrant  "putting  so  much  resources  into 
TPA."  The  University  of  Pennsylvania's 
Schwartz  disagrees.  "One  percent  may 
not  seem  hke  a  large  number,"  he  says, 
"but  it's  significant  when  you've  saved  a 
life."  At  issue  is  a  basic  shift  managed 
care  is  making  from  concern  for  individ- 
uals to  concern  for  groups. 

Grovdng  up  in  Pavirtucket,  R.  I.,  Just 
once  seemed  set  on  a  less  contentious 
career  as  a  drugstore 
pharmacist.  He  enjoyed 
the  hours  he  spent  at 
Bartley's  Pharmacy, 
where  he  worked  part- 
time.  After  finishing 
high  school,  he  majored 
in  pharmacy  at  Virginia 
Commonwealth  Univer- 
sity, then  earned  his  doc- 
torate at  Philadelphia 
College  of  Pharmacy  & 
Science.  A  board-certi- 
fied pharmacotherapy 
specialist,  he  joined  Pre- 
mier in  1991  and 
launched  its  pharmaco- 
economics  effort  in  late 
1993. 

Throughout  his 
schooling,  he  says,  he 
was  struck  by  how  of- 
ten doctors  were  swayed 
by  zealous  drug  sales- 
people. "I  wanted  to  be- 
come an  expert  in 
understanding  to  a  min- 
uscule component  how 
drugs  work  and  how  to 
select  proper  therapy,"  he  says,  "so  I 
could  work  side  by  side  vdth  physicians 
to  do  the  best  that  could  be  done  for  pa- 
tients in  a  cost-effective  way." 

Nonetheless,  becoming  the  target  of 
doctors'  hostility  hasn't  fazed  him.  "Un- 
fortunately, there  vdll  always  be  some 
physicians  who  don't  want  to  Usten  to 
any  alternative  approaches,"  he  says. 
"If  given  the  chance,  I  usually  can  over- 
come some  of  their  resistance."  But  not 
among  the  Theodore  Lewers  of  the 
world.  Lewers  gripes  that  he  recently 
prescribed  a  kidney  medicine  only  to 
have  his  patient's  health  plan  refuse  to 
pay  for  it.  "They  forced  me  to  change  to 
one  of  two  drugs  on  their  formulary," 
Lewers  says.  "That's  not  right,  and  it's 
not  in  the  best  interest  of  my  patient." 
Perhaps  not.  But  as  Paul  Just  can  at- 
test, doctors'  orders  don't  pack  the 
punch  they  used  to. 

By  Ron  Stodghill  II  in  Chicago 


This 

Sunday, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 
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E-cash  <  ' 

Read  this  week's 
Cover  Story  and  then 
discuss  the  future  of 
money  with  E-cash 
pioneer  David  Chaum, 
whose  technology  is 
part  of  perhaps  the 
biggest  revolution  in 
currency  since  the 
advent  of  gold.  He 
will  be  online  with 
the  story's  authors, 
Software  Editor 
Amy  Cortese  and 
Money  &  Banking 
Editor  Kelley  Holland. 
June  4,  9  p.m.  EDT 
in  the  Globe 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
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THE  FUTUR 


Cover  Story 


In  his  pinstiiped  suit  and  wire-rimmed  glasses,  Timothy  L. 
Jones  looks  eveiy  bit  the  traditional  British  banker.  Sure 
enough,  he  has  spent  a  dozen  years  at  National  Westmin- 
ster Bank  FLf.  But  ask  Jones  what  he  is  doing  now,  and 
he  responds  with  an  intensity  worthy  of  a  Silicon  Valley  en- 
trepreneur. Leaning  across  a  table,  he  waxes  elocjuent  about 
his  new  enterprise,  Mondex,  and  the  future  of  the  product 
he's  selling:  a  new  kind  of  electronic  money. 

Mondex,  which  was  launched  by  NatWest,  is  not  alone: 
A  raft  of  companies  are  developing  their  owi\  fonns  of  elec- 
tronic money, 
known  as  E- 
cash.  E-cash 
is  money  that 
moves  along 

multiple  channels  largely  outside  the  established  network  of 
banks,  checks,  and  j^aper  cuiTency  oveivieen  by  the  Federal  Re- 
serve. These  channels  enable  consumers  and  businesses  to 
send  money  to  each  other  more  cheaply,  conveniently,  and 
quickly  than  through  the  banking  system. 

Some  of  the  E-cash  players  are  faceless,  dubious  outfits 
that  exist  in  cyberspace  and  can  be  traced  only  to  a  post-of- 
fice box — in  the  physical  world.  But  there  are  plenty  of 
others,  ranging  from  techno-savvy  startups  with  names 
such  as  DigiCash  and  CyberCash,  to  corporate  icons  in- 
eluding  Microsoft,  Xerox,  and  Visa.  Citicorp  is  even  develop- 
ing what  it  calls  the  Electronic  Monetary  System,  an  entire 
infrastnicture  for  using  electronic  money  to  be  issued  by  Citi 
and  other  banks. 

These  companies  are  part  of  a  mass  experiment  that  could 
transfonn  the  way  we  think  about  money.  In  the  process,  it 
could  change  consumers'  financial  lives  and  shake  the  founda- 
tions of  global  financial  systems  and  even  governments. 

Digital  money  is  the  ultimate — and  inevitable — medium  of 
exchange  for  an  inci'easingly  wired  world.  With  E-cash,  you'll 
no  longer  need  to  ciiny  a  wad  of  bills  in  yom-  pocket  or  ftimble 
for  exact  change.  Instead,  you  might  can-y  a  credit-card-size 


piece  of  plastic  with  an  embedded  microchip  that  you 
"load"  up  with  E-money  you  buy  with  traditional  cun'enc,\ 
you  might  store  your  digital  coins  and  dollars — downlo; 
over  phone  lines  fi-om  your  bank  or  other  issuer  of  E-mon 
on  your  PC  or  in  an  electronic  "wallet,"  a  palm-size  dt 
used  to  store  and  transmit  E-money. 

This  digital  money  will  let  you  shop  online,  zapping  mi 
to  a  merchant  over  the  Internet,  or  perhaps  paying  for  a 
vie  on  demand  over'  an  inter-active-TV  networ'k.  It  also  ha.-- 
potential  to  replace  cash  and  checks  for  everyday  piux-has 
in  stores,  r-estaurants,  or  taxis  that  accept  E-cash.  Busii 
es  could  also  keep  a  stash  of  E-cash  on  hand  for  buying  i 
supplies,  or  use  it  to  tr^ansact  dir'ectly  with  each  other  inn 
of  going  through  banks  and  electronic  funds  tr-ansfers. 
THE  START  OF  A  REVOLUTION.  In  inany  ways,  E-cash,  w 
can  be  backed  by  any  cun'ency  oi'  other  asset,  I'epresenth 
biggest  r-evolution  in  cui'rency  since  gold  replaced  co 
shells.  Its  diver'sity  and  pku-alism  is  perfectly  suited  to  th( 
archie  cultur-e  of  the  Inter-net  and  the  evolving  web  of 
wor'ks  known  as  the  Infor-mation  Super-highway.  "Electi 
commerce  will  literally  change  the  way  business  is  ( 
woridwide,"  says  James  G.  Cosgr-ove.  vice-pr-esident  and 
eral  manager  for  business  multimedia  services  at  at&t.  ""V 
about  to  see  another-  r-evolution  similar  to  the  Industrial 
olution."  Adds  Richar-d  K.  Crone,  senior 
manager-  in  the  financial-ser-vices  gr-oup  at 
KPMO  Peat  Mar-wick:  "We'r-e  in  the  begin- 
ning stages  of  the  cash-r-eplacement  cycle." 

But  the  advent  of  E-cash  r-aises  all  sor-ts 
of  questions,  most  of  which  remain  unan- 
swer-ed:  Who  should  be  allowed  to  issue  E- 
cash,  and  who  will  regulate  those  issuers? 
How  will  taxes  be  applied  in  cyberspace, 
which  tr-anscends  physical  boundaries?  Who 
will  set  the  standar-ds?  How  do  you  ensur-e 
that  payments  made  over-  the  Net  will  be 
secur-e?  How  will  consumer-s  be  pr-otected? 


EARLY  MONEY 


Seashells,  odd  rough-hewn  coins — the  fir-st  money  was 
flexible,  highly  distinctive,  and  exchanged  in 
multifarious  ways.  Objects  were  gradual- 
ly replaced  by  standardized  commod- 
ities such  as  gold  and  silver,  and 
these  in  turn  by  paper  money  Yet 
even  early  currency  was  at 
first  issued  by  private  banks, 
local  governments,  and 
others — usually  backed  by 
gold  and  silver.  Diversity  abounded 
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MONEY 


E-cash  could 
transform 
the  world's 
financial  life 


w  wall  regulators  police  money  laundeiing  and  counteifeit- 
on  private  networks? 

Vhile  regxilators  wrestle  with  these  questions,  technology 
emaking  the  monetaiy  system.  That's  what  Microsoft  ceo 
liani  H.  Gates  III  had  in  mind  wlien  he  bid  foi-  personal-fi- 
ee  software  maker  Intuit  Inc.  He  saw  programs  such  as 
lit's  as  the  gateway  that  would  draw  millions  of  consumer's 
)  his  online  network  whei'e  they  could  pay  bills,  get  ftnan- 
advice,  or  shop,  perhaps  paying  him  for-  access.  But  the 
tice  Dept.  woiried  about  Microsoft's  reach,  and  he  aban- 
ed  the  deal  on  May  20. 

bugh  break,  but  it  will  hardly  slow  Gates  down.  Microsoft 
v'orking  with  Visa  on  a  system  for  securing  ci'edit-card 
isactions  over  the  Net.  But  that's  just  one  piece  of  a 
:h  bigger  problem  Microsoft  is  tiying  to  solve.  Gates  has 
;ns  of  progi-ammere  busy  devising  a  sweeping  system,  Mi- 
oft  Network,  to  help  people  do  business  safely  in  cyber- 
;e — or  more  specifically,  in  Microsoft's  own  network  and 
ractive-TV  systems — using  a  range  of  payment  options.  Mi- 
oft  won't  reveal  much  about  its  E-cash  plans,  but,  says 
han  P.  Myhrvold,  Microsoft's  top  advanced-technology 
jrt,  "we're  veiy  interested  in  the  ai'ea." 
hey  should  be.  The  stakes  are  enomious.  Seamus  McMa- 
a  vice-president  at  Booz,  Allen  &  Hamilton,  sees  as 


BANK  MONEY 


The  current  money  system 
is  largely  monolithic.  Near- 
ly all  major  countries  have 
a  single  system  of  national 
currencies  and  bank  checks. 
Most  have  elaborate  infrastructures  built 
around  commercial  banks  and  a  central 
governing  body  such  as  the  Federal  Re- 
serve Board.  That  entity  is  usually  the 
only  facility  allowed  to  issue  money.  Per- 
haps because  of  their  monopoly  struc- 
tures, money  systems  tend  to  resist 
change  and  innovation.  Traders  can  move 
millions  of  dollars  around  the  globe  at 
the  touch  of  a  button.  But  the  small 
check-based  transactions  of  consumers 
can  take  days  to  clear.  And  chartered 
airplanes  physically  mm 


transport  billions 
of  checks  around 
the  countiy  every 
workday. 


E-CASH 


'g 


The  Secwe  tntonet  PayacBt  System 


1 

1  about  dlgiciii^ 

ecash 

cyb*rshops 

nows 

100%  Gold-Backed 
Medimn  of  Exchaage 


E-cash  may  be  techno- 
logically light-years 
ahead  of  early  money. 
But  in  many  ways,  it  is 
closer  to  seashells  than 
greenbacks.  E-cash  is 
digital  money  that  moves 
through  a  multiplicity  of 
networks  mstead  of  the 
current  bank  system.  It 
comes  in  lots  of  guises, 
is  created  by  lots  of  indi- 
vidual parties,  and  is 
backed  by  anything  con- 
stituents demand  as  an 
accepted  medium  of  ex- 
change: gold,  dollars, 
yen,  whatever.  It  is  the 
ultimate,  and  inevitable, 
currency  for  the  wired 
world.  Competition  is  in- 
tense, producing  rapid 
innovations.  Using  money 
downloaded  to  your  PC  or 
a  palm-size  electronic 
Vallet,"  you'll  be  able  to 
zap  money  to  merchants 
on  the  Net — or  buy  a 
newspaper  faster  than 
you  can  grab  a  green- 
back. If  you're  a  busmess 
owner,  you  can  bypass 
banks  and  move  E-cash 
directly  to  customers 
and  suppliers.  The  ad- 
vantages: convenience, 
speed,  cost  savmgs.  The 
technology  is  complex, 
but  to  the  user,  E-cash 
is  as  easy  as  pushing 
a  button. 
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much  as  20%  of  total  household  expenditures  taking  place  on 
the  I-way  just  10  years  from  now.  If  any  operation,  whether 
Citicorp  or  a  startup  such  as  Mondex,  gained  control  of  a 
new  medium  for  even  part  of  those  exchanges,  it  would 

have  the  opportunity 
to  charge  royalties  or 
fees  for  its  use  and 
earn  interest  on  the 
E-money  sitting  in  its  accounts.  Even  a  tiny  charge,  when 
applied  to  millions  of  transactions,  would  be  highly  lucrative. 

E-cash  could  also  create  a  competitive  free-for-all.  Be- 
cause the  Internet  knows  no  boundaries,  a  company  offering 
E-money  can  gain  direct  access  to  millions  of  consumers  and 
businesses— no  matter  what  state  or  countiy  they  are  in. 
"The  retail  banking  market  will  collapse  and  give  way  to 
global  competition,"  says  Eric  Hughes,  president  of  Open 
Financial  Networks,  a  Berkeley  (Calif.)  consulting  fimi.  "Those 
[regional]  separations  don't  work  on  the  Internet." 
WINNING  CONSUMERS'  TKUST.  Governments'  and  centi-al  banks' 
control  of  money  flows  has  already  been  loosened,  as  shovm  by 
recent  currency  and  mai'ket  crises  in  Mexico  and  elsewhere. 
But  vrith  the  growth  of  E-cash,  money  could  flow  in  and  out  of 
countries  at  lightning  speed  without  being  traced,  weakening 
governments'  ability  to  monitor  and  tax.  "Over  the  long  haul, 
this  is  going  to  lead  to  the  separation  of  economy  and  state," 
declai-es  BiU  A.  Frezza,  president  of  Wireless  Computing  Asso- 
ciates and  co-founder  of  the  advocacy  group  DigitaLiberty. 

The  gi'owth  of  E-money  coiJd  also  be  bad  news  for  banks.  If 
other  companies  successfully  offer  their  own  brand  of  digital 
cash,  they  could  byjjass  bariks  as  piimaiy  providers  of  consu- 
mer financial  sei-vices.  The  companies,  not  the  banks,  might  be 
consumers'  fii'st  contact  when  they  wanted  to  obtain  some 
digital  money.  "Banking  is  essential  to  the  modem  economy,  but 
banks  ai"e  not,"  says  J.  Richaixl  Fredericks,  senior  managing  di- 
rector at  Montgomeiy  Securities. 

Commercial  banks  are,  of  course,  entinsted  with  the  crea- 
tion of  money  through  the  fractional  reserve  system.  They 
lend  out  more  than  they  have  on  deposit,  and  they  are  the 


This  could 
be  bad  news 
for  banks. 
What  if  phone 
companies 
offered  their 
own  brand 
of  E-money? 


only  companies  authorized 
do  so.  If  each  unit  of  E 
had  to  be  backed  by  a  cor 
sponding  unit  of  traditional 
rency,  that  would  mean  tl 
lending  out  E-cash  would 
create  new  money.  But  if  n 
bank  money  suppliers  stan 
backing  just  a  fraction  of  th 
digital  cash  with  traditio 
money — ^just  as  commen 
banks  today  keep  on  hand  o 
a  fraction  of  the  deposits 
theii'  books — nonbanks,  wh 
are  largely  uriregulated,  co 
create  money  just  as  comm 
cial  banks  do  now. 

Bankers  must  move  fast 
keep  up.  Ronald  A.  Bra 
head  of  electronic  banking 
Chemical  Bank,  estimates  t 
banks  have  less  than  five  ye 
to  come  up  vrith  viable  E-m 
ey  products  before  other  players  carve  out  the  biggest  chu 
of  the  mai'ket  for  themselves.  "No  question,  it's  for  real,"  s 
Richard  M.  Rosenberg,  chairman  and  ceo  of  BankAmei 
Corp.  In  a  couple  of  years,  "it  will  take  off  fairly  dramati 
ly."  The  issues  now:  winning  consumers'  trust  and  gett 
them  to  change  their  buying  habits. 

The  fii'st  step  in  that  dii-ection  could  be  to  get  consum 
used  to  using  credit  cards  for  purchases  on  the  Internet.  0 
that  happens,  the  thinking  goes,  they  may  be  willing  to  st 
using  E-cash  systems. 

One  of  the  first  purveyors  of  a  Net  credit-card  systen 
First  Virtual  Holdings,  run  by  onetime  celebrity  manager 
Stein.  Stein  has  launched  a  relatively  simple  system  using 
mail  that  lets  consumers  use  credit  cards  on  the  Inter 
vdthout  fear  that  their  account  numbers  will  be  misappro]  * 
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The  New  World 
Of  E-Cash 


THE  GOOD  ] 


•  E^c^SMWPcbnvenient  and  flexi- 
ble than  traditional  money.  It  can  be 
used  by  consumers  and  businesses,  and 
for  everything  from  buying  wares  on  the 
Internet  to  lending  a  pal  five  bucks. 

"»  Banks  that  issue  E-cash  could  find 
it  much  cheaper  than  handling 
checks  and  the  paper  records  that  ac- 
company traditional  money. 

•  Consumers  doing  business  on  the 
Internet  will  find  some  forms  of  elec- 
tronic money  afford  much  greater  pri- 
vacy than  using  ordinary  credit  cards. 


THE  BAD 


•  Uncontrolled  growth  of  E-cash  sys- 
tems could  undermine  bank-  and  gov- 
ernment-controlled money  systems, 
giving  rise  to  a  confusing  and  ineifi- 
cient  Babel  of  competing  systems. 

•  E-cash  may  be  less  secure  than  bank 
money:  Money  stored  on  a  PC  could  be 
lost  forever  if  the  system  crashes. 

•  E-cash  could  foster  a  have  and  have- 
not  society:  Those  with  PCs  would 
have  ready  access  to  the  stuff,  while 
those  vdthout,  many  of  them  low-in- 
come consumers,  would  not. 

DATA;  BUSINESS  WEEK 


AND  THE  UGLY 
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•  Money  laundering  and  tax  evasion 
could  proliferate  in  stateless  E-monej 
systems  as  criminals  use  untraceable] 
cyberdoUars  to  hide  assets  offshore. 

•  Counterfeiters  could  create  their 
own  personal  mints  of  E-cash  that 
would  be  indistinguishable  from  real 
money. 

•  If  computer  hackers  or  other  crimi-lfis 
nals  were  to  break  into  E-cash  sys 
terns,  they  could  instantaneously  filch 
the  electronic  wealth  of  thousands  or 
even  millions  of  innocent  consumers. 
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,  The  cai'd  numbers  are  stored  away  on  a 
3cted  computer  system  and  nevei-  pass  over 
r.etwork.  Instead,  consumers  register  with 
;  Virtual  by  phone  and  receive  I.  D.  number's 
:change  for  their  card  numbers.  When  they 
;  to  buy  something  electronically,  they  simply 
Jy  their  I.  D.  number  to  the  merchant, 
rst  Virtual,  which  became  the  first  secui-e 
nent  system  on  the  Net  when  it  handled  its 
transaction  last  October,  is  growing  fast. 
1  won't  disclose  activity  levels,  but  he  says 
Ties  are  increasing  by  16%  a  week.  "If  you 
i  it  simple  and  safe,  people  will  use  it,"  he 
Fii-st  Viitual  has  enlisted  such  merchants  as 
e  Computer,  Reuters,  and  National  Public 
0 — which  sells  transcripts  of  pi-ograms. 
ost  electronic  extensions  of  the  credit-card 
!m,  though,  are  built  around  encry]3tion — 
tibling  cai'd  numbei-s  so  they  can  pass  safely 
ectronic  networks.  For  example,  CyberCash 
a  Reston  (Va.)  startup,  is  cutting  its  teeth  on 
al  with  Wells  Fargo  &  Co.  for  enciy]3ted 
t-card  transactions  over  the  Internet, 
sa  and  MasterCard,  not  surprisingly,  ai-e 
ivorking  to  make  credit  cards  usable  on  the 
Visa  is,  among  other  things,  developing 
IVIicrosoft  a  system  using  encryption  technol- 
hat  they  hope  will  become  an  industry  mod- 
Ve  want  to  be  sure  that  the  industry  as  a 
;  has  certain  standar'ds,"  says  Cai'l  F.  Pasca- 
president  and  CEO  of  Visa  USA.  Meanwhile, 
erCard  has  teamed  with  Netscape  Inc.,  a 
r  of  seciuity  and  browsing  software  for  the 
net,  to  pur'sue  a  similar-  goal. 
SHIRE  EXPERIMENT.  Cr'edit-card-based  sys- 
have  the  advantage  of  seeming  familiar- 
nsumers.  But  the  card  systems  don't  do 
thing  cash  can:  They'r-e  not  anonymous, 
do  not  work  person-to-per'son,  and  they 
credit  limits.  They're  also  not  suited  for  the 
roots  economy  the  Internet  makes  pos- 
where  any  outfit  or*  individual  can  sell  its 
:  3,  whether  a  newsletter  or  a  stock  tip. 
at's  where  E-cash  comes  in.  But  E-cash 
>  to  be  just  as  secure  as  credit  cards  for- 
e  to  use  it.  David  Chaum,  ceo  of  pioneer 
lash  in  Amster-dam,  has  done  the  most  to  solve  this 
em.  He  has  devised  a  clever  system  that  uses  so-called 
--key  cryptography  that,  like  encryption,  makes  it  pos- 
to  send  sensitive  information  over  the  Net.  But  Chaum's 
"eakthr-ough  was  "blinding-"  technology,  which  lets  the  is- 
bank  certify  an  electronic  note  without  tracing  whom  it 
ssued  to.  The  result:  Your  E-cash,  unlike  an  encrypted 
:-car-d  transaction,  is  as  anonymous  as  paper  cash, 
aum  has  yet  to  announce  fii-m  deals  with  companies  to 
his  E-money.  But  in  a  pilot,  some  5,000  consumers  ar-e 
a  DigiCash  marketplace,  using  the  equivalent  of  $1 
n  in  E-money  to  do  business  with  50  companies,  from 
Jopaedia  Britannica  Inc.  to  Ricky's  Junk  Shop.  Chaum's 
3logy  is  also  at  the  hear-t  of  cafe,  a  European  Commis- 
ponsor-ed  project  to  develop  an  electr-onic  wallet  for 
luropean  use. 

'e's  setup  is  similar-  to  Jones's  Mondex  system.  "Imagine 
■i  same  as  physical  money,  and  you  won't  be  far-  off,"  says 
.  Mondex  money  will  be  cr-eated  initially  by  NatWest 
partner.  Midland  Bank  PLC,  which  will  then  "sell"  it  to 
Qers.  The  E-money  is  loaded  onto  credit-car-d-size  "smart" 
with  embedded  microchips.  The  car-ds  can  be  used  in 
■'Of-sale  ter-minals  or  fit  into  electronic  wallets  that  can 


CREDIT  CARDS  IN  CYBERSPACE 

"If  you  make  it  simple. . .  people  will  use  it " 


LEE  STEIN.  CEO,  First  Virtual  Holdinss 


transmit  money  to  merchants  or — just  as  with  traditional  cash 
but  not  vdth  cr-edit  car*ds — to  other  consumers.  Mondex  money 
is  still  in  pOot  form,  but  the  company  has  signed  up  40,000  con- 
sumer-s  and  over  1,000  r-etailer-s  in  the  Wiltshire  town  of  Swin- 
don to  test  Mondex  money  begirming  in  July. 

CyberCash,  too,  is  experimenting  with  E-cash  in  addition  to 
its  credit-car'd-based  system.  In  the  E-cash  system,  consumer-s 
will  set  up  E-money  accoimts  at  their-  banks.  Then,  using  pr-o- 
prietary  software  provided  fi'ee  of  charge  by  CyberCash, 
they  can  go  about  their  business  on  the  Net.  At  the  end  of 
the  day,  Cyber-Cash  will  clear  all  the  E-money  transactions 
and  convert  E-cash  balances  back  to  dollars. 

No  matter  who  develops  the  best  E-cash,  consumers  and 
businesses  alike  stand  to  reap  sizable  benefits.  No  longer  will 
consumer-s  have  to  wait  for  change  or  scurry  to  automated  tell- 
er machines  for  cash — out  of  sight,  they  hope,  of  the  near-est 
mugger.  E-cash  will  let  businesses  carry  out  tr-ansactions 
around  the  world  without  transferring  bank  funds — and  they 
win  be  better  able  to  reach  a  large  population  of  technological- 
ly savvy,  often  affluent  consumers. 

Mor-eover,  because  E-money  is  basically  software,  it  can  be 
pr-ogr-ammed  to  do  tilings  that  paper  money  could  never  do.  Mi- 
crosoft's Myhi-vold  explains  that  electronic  money  could  be 
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eaiinai'ked  for  special  piu^xjses,  with  conditions  on  where  it  can 
be  spent.  For  example,  a  basiness  could  have  an  electronic  ver- 
sion of  petty  cash  to  be  used  for  supplies  at  an  Office  Depot — 
but  not  a  beer  at  the  local  tavern.  Or  parents  could  wire  to  a 

college  student  E-mon- 
ey that  is  designated 
for  rent  or  books. 
"There  will  be  new 
fomis  of  smart  money  and  payment  systems  that  can  only  be 
done  online,"  says  Myhi-vold. 

Along  with  the  opportunities,  though,  comes  huge  uncertain- 
ty. Existing  monetary  regulations  don't  cover  aD  of  the  poten- 
tial uses  of  E-cash.  Nathaniel  S.  Borenstein,  a  computer  scien- 
tist and  co-founder  of  Fii'st  Virtual,  says:  "One  of  the  hardest 
questions  merchants  ask  us  is,  'When  do  we  owe  taxes?'" 
That's  not  a  trivial  question:  With  E-money,  the  merchant 
could  be  in  Guam  and  the  buyer  in  Canada,  while  Fii'st  Vir- 
tual's  computei-s  ai'e  located  in  Ohio.  So  whose  sales  tax  do  you 
pay?  Borenstein's  advice  to  merchants:  "I  tell  them  to  consult 
a  lawyer." 

There's  also  a  major  potential  for  crime  (page  78).  E-money 
can  be  easily  sent  in  and  out  of  a  countiy  undetected,  facilitat- 
ing money  laundering  on  a  gi-and  scale.  Tax  evasion  could  be- 
come a  matter  of  pushing  a  button.  And  without  foolproof 
ciy]3togi'aphy,  counterfeiters  could  replicate  the  series  of  digits 
that  constitutes  E-money.  Governments  would  be  hai'd  pressed 
to  monitor  or  control  stateless  E-money.  "Digital  cash  is  a 
thi'eat  to  every  government  on  the  planet  that  wants  to  man- 
age its  cmTency,"  says  David  E.  Saxton,  executive  vice-pi-esi- 
dent  of  Netl,  a  startup  that  has  developed  a  secm-e  way  to 
send  electronic  checks  across  the  Internet. 
BATTLE  OF  THE  LOGOS.  Even  law-abiding  citizens  and  compa- 
nies using  E-money  could  be  victims  of  sophisticated  hacker 
attacks.  Says  Colin  Crook,  senior  technology  officer  for  Citi- 
corp: "We  have  to  assume  electronic  money  will  be  the  sub- 
ject of  sustained  attack  from  all  kinds  of  people." 

Another  open  question — and  a  large  one — is  the  role  of 
banks  in  the  new  electronic  world.  "E-cash  will  be  offered  by 
both  banks  and  nonbanks,"  says  Chaum.  Sui-e  enough,  DigiCash 
or  CyberCash  could  join  forces  with  at&t  or  Microsoft  just  as 
easOy  as  with  Citibank.  Having  one  of  those  companies  clis{3ens- 
ing  E-cash  directly  to  consumer-s  could  do  serious  damage  to 
banks'  main  link  with  their  customers. 

Even  if  banks  are  involved,  they  could  find  other  players 
taking  center  stage.  Early  entrants  to  the  E-money  business 
could  set  the  operating  standards  for  digital  cash.  And  the  non- 
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Where  E-Cash  Will  Take  Off 

E-cash  networks  should  flourish  as  the 
growth  of  electronic  purchases  outstrips 
that  of  traditional  commerce  " 


PURCHASES 

BILLIONS  OF  DOLWRS 

TRADITiONAL* 
ELECTRONIC 
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$245 
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$8,500 
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•  TV/CABLE  TV 
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$400 
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THE  FLEXIBILITY  OF  CASH 

"Imagine  it's  the  same  as  physica 
money,  and  you  won't  be  far  off" 

~  T 1  M  0 T H  Y  J  0  N  E  S ,  CEO,  Mondex 

banks  could  even  devise  systems  that  would  make  theii'  1 
the  fii'st  thing  people  see.  William  M.  Handle,  senior 
president  at  Huntington  Bancshares,  warns  that  banks  c: 
become  "buttons  on  a  network  operated  by  other  entitle; 
Improbable?  Not  really.  Take  a  look  at  credit-cai'd  prni 

ing.  Twenty  years 
banks  owned  the  c 
transaction-processing 
ness.  Now,  close  to  8() 
card  transactions  are 
cessed  by  nonbanks  ; 
as  First  Data  Resoi, 
Inc.,  says  kpmg's  Cror 
A  similar  erosion' 
occurred    in    whole  > 
banking,    where  b. 
have  ceded  to  such  oi 
as  General  Electric  I 
mation  Sei'vices  and  1; 
tronic  Data  Systems  ( 
nearly  the  entire  m; 
for  transferring  payi' 
data  to  coi-porations,  i 
ing  themselves  the  lU 
dane,  low-margin  sef 
of  transfen-ing  mone^; 
tween  coi-jwrations.  Tj; 
says  banking  consu 


2005  EST. 

$12,000 
$2,950 


$650 

650 
1,250 

400 

19.7% 


DATA:  COMMERCE  DEPT,  KILLEN  &  ASSOCIATES 


70  BUSINESS  WEEK  /  JUNE  1?  1995 


Edward  E.  Furash,  although  the  situation  is  improving,  few- 
er than  100  banks  offer  full-service  electronic  data  inter- 
change, as  the  data  part  of  payments  transmission  is  known. 
"We  should  do  more  of  that,"  says  Richard  Matteis,  head  of 

Chemical  Banking 
Corp.'s  Geoserve  unit. 

Banks  have  one  key 
advantage:  a  neai*  lock 
on  consumers'  trust  when  it  comes  to  depositing  money.  For 
that  reason,  many  bankers  tend  to  dismiss  the  threat  imphc- 
it  in  E-money.  "The  reason  financial  institutions  are  going  to 
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win  in  the  long  run  is  trust,"  says  Kawika  Daguio,  the  Arsr- 
ican  Bankers  Assn.'s  federal  representative  on  operatins 
and  banking.  Indeed,  many  E-cash  makers  are  choosinjto 
partner  with  banks  because  of  that  consumer  tiust.  "Wi^e 
positioned  ourselves  to  work  with  the  banking  industry  id 
make  sure  that  if  there  are  heroes  in  this,  it  is  the  ban 
says  William  N.  Melton,  ceo  of  CyberCash. 

But  Microsoft's  bid  for  Intuit  last  fall  gave  bankei 
collective  scare.  And  even  though  the  deal  did  not  work  , 
banks  worry  that  Microsoft  could  hook  its  70  million  \[i 
dows  customers  into  the  electronic-commerce  networks  ; 


GALL  IT  E-MONEY  MANAGEMENT 


It's  a  Saturday  morning  sometime  in 
the  not-too-distant  future,  and  you 
sit  down  at  your  PC  to  do  a  little 
end-of-the-month  planning.  First,  you 
caU  up  the  balances  from  your  various 
accounts — credit-card,  checking,  sav- 
ings, and  E-cash — and  break  down 
your  spending  by  category.  Oops,  bet- 
ter cut  down  on  those  pricey  dinners. 

Your  investments  are  offsetting 
some  of  those  expensive  habits — at 
least  you  hope  so.  Finding  out  is  as 
easy  as  a  few  clicks  of  a  mouse  but- 
ton, as  you  call  up  your  investment 
portfolio.  Hmmm,  it  may  be  time  to 
get  into  a  more  aggressive  mutual 
fund.  So  you  quickly  dispatch  a  soft- 
ware "agent"  to  rustle  up  profiles  for 
the  top-performing  funds.  By  filling 
out  an  online  form,  you  transfer 
some  of  your  holdings  into  a  hot 
overseas  fund. 

Just  as  technology  is  revolutioniz- 
ing money,  it  is  also  set  to  transform 
the  way  we  manage  our  money. 
"Complexity  has  gotten  beyond  the 
level  that  people  can  deal  with,"  says 
Scott  D.  Cook,  the  founder  and  chair- 
man of  Intuit  Inc.  With  programs  like 
Quicken,  Intuit's  best-selling  personal- 
finance  software.  Cook  aims  to  make 
that  complexity  easier  to  deal  with. 
"AUTOMATIC  AGENTS."  Indeed,  to- 
day's progi-ams  for  personal-finance 
management  and  home  banking  are 
giving  consumers  unprecedented  con- 
trol over  their  financial  life.  But  this 
is  just  the  beginning.  Gradually,  pro- 
grams are  linking  users  to  banks, 
electronic  bill-paying  services,  and  a 
broad  array  of  vendors  of  financial 
advice  that  is  starting  to  be  offered 
online.  Colin  Crook,  head  of  technolo- 
gy at  Citibank,  says  software  pro- 
grams will  be  constantly  at  work  for 
you,  for  instance,  using  information 
gleaned  on  the  Net  to  optimize  your 
portfolio.  "You're  going  to  hand  off 
your  personal  affairs  ir  cyberspace 
to  automatic  agents  who  represent 
you,"  says  Crook. 


A  QUICKENING  PACE 

"Complexity  has  gotten  beyond  the  level  that 
people  can  deal  with" 


SCOTT  COOK,  Chairman,  Intuit  Inc. 


The  competition  to  supply  these 
services  will  be  heated.  Microsoft 
Corp.'s  Bill  Gates  saw  the  potential — 
one  reason  why  he  was  willing  to 
shell  out  $2  billion  for  Intuit.  With 
that  deal  blocked  by  the  Justice 
Dept.,  Microsoft  is  throwing  its  con- 
siderable resources  behind  Microsoft 
Money,  a  home-grown  personal-fi- 
nance package  already  offered  by 
Chase  Manhattan  and  others.  From 
Money,  Microsoft  expects  to  link 
customers  to  a  variety  of  online  fi- 
nancial services,  including  electronic 
bill-paying.  Bank  of  America  and  Na- 
tionsBank recently  paid  million 
for  Meca  Software,  which  makes 
Managing  Your  Money.  And  Intuit, 
for  its  part,  has  just  released  new 
programs  for  selecting  mutual  funds 


and  planning  for  retirement  and  chi 
dren's  college  education. 

Expect  banks  to  jump  into  the 
fray.  They  are  sitting  on  a  gold  min 
of  valuable  data:  their  customers' 
payment  information.  The  statemen 
they  send  out,  though,  typically  off( 
little  value,  and  consumers'  credit- 
card,  checking  and  savings,  and  in- 
vestment accounts  are  handled  sep-j 
arately.  "There  is  an  opportunity  toj 
consolidate  that,"  says  Richard  K. 
Crone,  a  banking  consultant  at  KPM 
Peat  Marwick. 

With  so  much  available  to  help  y<| 
manage  your  financial  affairs,  some-i 
day  you  may  be  able  to  bag  those  > 
Saturday  mornings  at  the  computer 
and  instead  just  take  a  long  weeker 
By  Amy  Coniese  in  New  Yoi 


1 


72  BUSINESS  WEFK  /  JUNE  12  1995 


Y  O  W  '  \^  E    B  LJ  I  E  T~    O  ISf  E 
OF    THE    WORLD'S  PREMIER 
ITEEECOMh/l  LJ  ISl  I  C  AT  I  O  ISl  S 
-ME  T         O  R  K  S . 

WHERE    DO    YOU  GO 
EROA4TFIERE? 


TO     T        E  AIRPORT. 

One  of  the  nation's  busiest  and  most  complex  airports  needed  to  make  more  efficient  use 
of  its  terminals.  And  BellSouth  came  through  with  vital  solutions  in  record  time. 

Using  our  powerful  Advanced  Intelligent  Networking  facilities,  we  were  able  to  provide 
unique,  customized  ways  for  airlines  to  share  flight  gates,  computers  and  telephones.  So,  whether 
you're  a  major  business  in  the  Southeast  or  a  cellular  customer  in  Honolulu,  we  can  put  you  in 
the  forefront  of  communications. 

For  more  information,  call  your  BellSouth  representative  or  1-800-726-BEhl.. 
K   E    E    P    I  G       YOU       AHEAD        OF       IT    M    E       G  A  E.'" 

BELLSOUTH' 


USA 

Official  Sponsor  of  the 
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it  is  developing — with  or  without  banks'  help.  If  Microsoft 
becomes  a  utility,  "it  will  take  a  lot  of  business  from  the 
banks,"  says  Montgomery's  Fredericks. 

Now  several  of  the 
biggest  banks  are 
pushing  hard  to  devel- 
op E-money.  Citi- 
bank's Electronic  Monetaiy  System  is  one  of  the  most  ad- 
vanced bank  offeiings,  although  officials  there  stress  that  it 
is  still  in  development.  It  would  allow  retail  and  business  cus- 
tomers of  Citi — or  any  other'  bank  that  ])aid  to  use  Citi's  sys- 
tem— to  convert  mon- 
ey in  their  accounts  to 
electronic  cash.  Citi 
customers  would  also 
have  access  to  a  credit 
line  they  could  draw 
down  in  E-money,  just 
as  they  would  use  a 
credit  card.  Banks 
"should  be  experiment- 
ing," says  Sholom  Ro- 
sen, vice-president  for 
electronic  commerce  at 
Citi.  "That's  what 
we're  doing." 

Beside  Nat  West  and 
Midland,  Bankers  Trust 
Co.  has  a  gi'oup  dedi- 
cated to  electronic  com- 
merce. And  even  some 
regional  banks  see  op- 
portunities. There  is 
Wells  Fargo's  work 
with  CyberCash.  First 
Union  Corp.,  based  in 
Charlotte,  N.  C,  has 
created  an  electronic 
mall  for  Internet  trans- 
actions. Even  Cardinal 
Bankshai'es  Inc.,  a  $607 
million  Lexington  (Ky.) 
bank,  on  May  24 
fornied  a  new  subsidi- 
aiy,  Secuiity  Fii-st  Net- 
work Bank,  which  aims 
to  gi-ow  into  a  full-ser- 
vice interactive  bank  on 
the  Internet.  "We'll  be 
a  one-branch  bank  in 
Kentucky  with  poten- 
tial customers  all  over 
the  U.  S.,"  says  ceo 
James  S.  Mahan  III. 

While  it's  not  clear 
who  the  players  will 
be  10  or  even  5  years 
fi'om  now,  it  is  inevita- 
ble that  much  E-money  will  originate  outside  the  pui'view  of 
central  banks  such  as  the  Federal  Resei^ve  or  the  Bank  of 
England,  which  are  largely  responsible  for  traditional  mone- 
tary regulation.  And  that  has  major  policy  implications. 

To  begin  with,  consumers  using  the  stuff  could  be  extreme- 
ly vulnerable.  When  consumers  lose  their  credit  cards,  they 
are  only  liable  for  the  fii"st  $50  of  charges  on  the  cai'd.  But  for 
now  at  least,  if  a  consumer  misplaced,  say,  a  Mondex  card,  it 
would  be  like  losing  cash.  Similarly,  if  your  digital  coins  are 
stored  on  the  hard  diive  of  your  PC,  a  system  crash  could  wipe 
out  your  electronic  savings. 


HIP  TO  HACKERS'  HEISTS 

"  We  have  to  assume  electronic  money  will 
be  the  subject  of  sustained  attack " 


COLIN  CROOK,  technology  chief,  Citicorp 


Electronic  money  also  creates  vast  opportunities  for  ix 
evasion,  money  laundering,  and  other  financial  crime.  "Thei  is 
an  imaginable  potential  for  a  serious  challenge  to  the  whole 
litical  and  social  order,"  says  First  Virtual's  Borenstein.  "Im 
not  all  that  sanguine  that  the  government  has  the  confoi 
they  think  they  do."  For  people  trying  to  avoid  paying  taxetc 
a  national  government,  the  lure  of  a  stateless  currency  w(]o 
be  powerful  indeed.  Already,  "virtual  cuiTencies"  serving  iK- 
tronic  communities  of  people  are  springing  up  on  the  Inters 

Then  ther-e's  the  issue  of  the  volatility  of  money.  The  eff 
of  high-speed  electronic  treading  have  been  painfully  appar-ei 

market  crises  ovei- 
past  several  ye 
Market  swings  C( 
be  magnified  if  < 
sumers  and  busine 
could  send  their  m( 
around  the  globe  ' 
the  touch  of  a  bup 
on  a  PC.  r 

The  monitorin< 
national  money  ; 
plies  will  also  cha 
Wliile  some  r'egula 
dismiss  the  issue, 
guing  that  E-mc 
will  inevitably  con 
back  to  traditi 
money  and  get  co 
ed,  other  experts 
agi-ee.  Martin  Mi 
a  guest  scholar  at 
Brookings  Institu 
says  that  he  exp 
the  Fed  to  lose 
trol  of  a  signifi) 
portion  of  the  mfe  . 
supply. 

One  of  the  v.-' 
pitched  debate.^ 
likely  to  be  over 
vacy.  As  a  society 
have  relied  on  a  ; 
tem  that  allows  i 
keep  some  trar 
tions  private  by 
cash,   while  otl 
such  as  big-ticket 
chases,  are  entri 
to  a  credit-card 
pany  or  a  bank. ( 
peting  for-ms  of  E' 
offer  wildly  diffi 
degrees  of  pri>  tk 
DigiCash's  E-m  t- 
offers  virtually 
plete  anonymity, 
every  dollar 
spend  using  the  credit-card-based  systems  would  lea 
trail.  The  pr'oblem  will  be  balancing  individuals'  rights  U 
vacy  with  government's  need  to  monitor  money  flovsi 
trace  cr-iminal  activity. 

BREAKING  IWTO  TWE  EHVIINT.  More  dir-e  is  the  possibility  o<n 
jor  br-eak-ins  to  E-money  systems — the  electronic  equivalc 
penetrating  the  U.  S.  Mint.  If  someone  were  to  crack  tl  • 
phisticated  code  of,  say,  the  DigiCash  system,  he  could  ^ 
minting  unlimited  amounts  of  his  own  DigiCash  money.  ; 

That's  why  it  is  all  the  mor-e  alarming  that  some  re! 
tors  and  even  some  central  banker-s  still  seem  unconcfi 
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BREITLING 


1884 


LLISTINO 

itarry  night  sky  has  always  been  a 
sller's  delight,  all  the  more  so  when  he  or 
can  plot  a  course  on  stars  like  Sirius, 
)res  or  Callisto. 

ther  kind  of  star  is  the  Callistino.  At 
e  under  every  sky,  its  thoroughbred  yet 
pact  lines  hide  a  thoroughly  efficient  mo- 
ent  —  a  classic  Breitling  combination, 
ired  here  in  solid  18K  gold,  the  Callistino 
odies  the  more  than  century-old  excellence 
iRElTLlNG's  Instruments  for  Professionals  : 
lie  and  reliable  handling,  functional  in 
/  detail,  and  a  dial  highly  legible  what- 
the  available  light. 


Woman's  watch  with  quartz  electronic  move- 
ment. Battery  end-of-life  indicator  Seconds 
hand  and  calendar. 

Case  water-resistant  to  100  m,  with  glare- 
proofed  sapphire  crystal.  Crown  with  two 
watertightness  gaskets.  Unidirectional  ratche- 
ted rotating  bezel  with  marker  tabs. 
Case  in  solid  18K  gold.  Also  available  with 
two-tone  finish  and  gold  rider  tabs,  or  in  steel 
with  18K  gold  bezel. 

Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  with  Pilot  or  Rouleaux  bracelet. 
A  gem-set  version  of  the  Callistino  can  also 
be  ordered. 


AU  I  MORIZFD  BRI-lTCfNG  AGENT: 


TRADITIONAL  JEWELERS 

Fashion  Island 
Newport  Beach,  Cahfornia  92660 
Tel  (714)  76.0-803.S  •  1-800.766-8035 


Anv       RRPiTi    iMr^       r^oi    i  p-r^-rir^ivi 


Infonnatio n  managem  en t 
isn't  just  processing  3  million  voice 
messages  every  day. 

hiforrnation  ■management 
also  helps  Tom  Welch  confirm  that 
the  big  deal  went  through. 


Information  managemen  t 
isn't  just  processing  over  10  million 
emergency  phone  calls  a  year. 


Injoiination  rna  nageynent  also  makes 
sure  Carol  Boyd's  daughter  gets  the 
medical  treatment  she  needs. 


Information  management 
isn't  just  processing  10  billion  checks  a  year. 


Information  management  also  confirms  that  the 
Tremba  Design  check  cleared  today. 


Information  management  isn't  just 
processing  millions  of  reservations  for 
140  of  the  world's  airlines. 


Infonvation  management  also  tracks  every  leg  of 

Richard  Wong's  trip— even  across  several  airlines. 


Ordinary 
data  processing 

vs. 

Unisys 
information  management. 

Sight  vs.  insigiit. 


!f  you  need  to  do  data  processing, 
!  are  a  lot  of  companies  out  there 
y  to  take  your  money.  When 
re  done,  you  may  even  be  able  to 
ess  invoices  faster.  And  that's 
rtant. 

■Jut  if  you  wish  that  all  the 
mation  you  collect  every  day 
1  make  your  company  more 
letitive-and  could  be  used  to 
vserve  customers  better-there's 
line  real  choice;  Unisys. 
7e're  the  information  management 


company.  We  help  companies  apply 
information  technology  and  services  to 
compete  effectively  and  respond  with 
agility  to  emerging  customer  needs. 
That's  what  we  call  CUSTOMERIZE. 

To  us,  data  processing  is  the 
beginning  of  the  job,  not  the  end.  We're 
committed  to  understanding  your 
business  and  your  long-term  goals, 
so  we  can  help  you  manage  information 

UNiSYS 


in  totally  new  ways.  Which  gives  you  a 
powerful  new  strategic  weapon. 

Sure,  we  sell  information  technology 
and  services.  But  our  real  business  is 
turning  information  into  management 
insights  that  will  help  you  attract  and 
retain  customers.  And  the  value  of 
that  should  be  easy  for  anyone  to  see. 

For  more  information,  or  to  receive 
your  own  "Guide  To  Information 
Management"  facts  kit,  reach  us  on  the 
Internet  at  http://www.unisys.com/adv 
or  caU  1-800-874-8647,  ext.  221. 


with  the  advent  of  E-cash.  After  a  breakfast  speech  to 
several  hundred  business  leaders  in  San  Francisco  last 
March,  Fed  Vice-Chairman  Alan  Blinder  was  asked  wheth- 
er the  Fed  is  studying  the  regulatory  issues  surrounding 

digital  cash.  His  an- 
swer: "Digital  what?" 
Then,  after  pausing  a 
moment,  he  added: 

"It's  literally  at  the  thinking  stage." 

Slowly,  though,  some  regulators  ai'e  beginning  to  explore  the 
concept  of  E-money  so  they  can  set  policies.  The  Federal  Re- 
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serve's  payment-systems  committee  is  meeting  with  Chau 
DigiCash  and  other  E-money  pioneere.  State  tax  collectors 
looking  at  the  issue  of  taxing  electronic  commerce.  The  F 
cial  Crimes  Enforcement  Network  is  also  weighing  in. 
the  White  House  technology  office  is  taking  a  big  inter* 

It's  not  a  moment  too  soon.  "There's  no  going  back," 
DigitaLiberty's  Frezza.  "The  genie's  out  of  the  bottle. 
Internet  doesn't  have  an  off  switch."  And  no  amount  of ) 
ing  by  regulators  will  change  that. 

By  Kelley  Holland  mid  Amy  Cotiese  in  New  York, 
bureau  reports 


PATROLLING  THE  BLACK  HOLES  OF  CYBERSPACE 


At  &"st  glance,  the  offer  sounded 
legitimate.  First  Bank  of  the 
Internet  began  advertising  to 
Net  browsers  in  March,  offering  a 
new  way  to  pay  for  goods  over  the 
Net.  By  sending  Fii'st  Bank  a  check 
for  at  least  $20,  cybershoppers  would 
get  a  Visa  automated  teller  machine 


banks  and  regulators  warning  them 
about  FBOi.  First  Bank  CEO  Vinn  K. 
Beigh,  a  34-year-old  computer  tech- 
nician in  Des  Plaines,  111.,  says  he 
will  soon  pull  his  Net  listing.  But  he 
is  still  looking  for  a  way  to  cash  in 
on  the  wave  of  electronic  commerce. 
"There  is  quite  an  interest  in 


TANGLES  FOR  THE  TAX  MAN 

"If  you  go  to  a  cashless  society,  it  makes  it  very 
difficult  tracking.. . reportable  income" 

—  JOHN  GIBBONS,  President  Clinton's  top  technology  adviser 


card  "loaded"  vrith  their  money — less 
a  hefty  5%  commission — which  they 
could  then  use  to  obtain  cash  or  pay 
for  their  cyberwares. 

First  Bank  got  numerous  inquir- 
ies— ^but  it  also  drew  some  unwanted 
scrutiny.  State  banking  regulators 
warned  that  it  couldn't  call  itself  a 
bank.  The  Office  of  the  Comptroller 
of  the  Currency  sent  an  advisory  to 


buying  on  the  Internet,"  he  insists. 

He's  got  that  right.  First  Bank 
isn't  the  only  upstart  tiying  to  cash 
in  on  the  demand.  Consider  World 
Trade  Clearinghouse  Ltd.,  which  of- 
fers a  gold-backed  cybercurrency 
with  cashlike  anonymity  that  offers 
"protection  from  bureaucratic  snoops, 
nasty  ex-spouses,  and  lawsuit-hungry 
lavvryers."  And  officially  opening  this 


month  is  the  Internet  Online  Off- 
shore Casino,  i-un  out  of  the  Turks 
and  Caicos  Islands,  which  says  it  w 
accept  all  manner  of  E-money  and 
pay  customers  10%  annual  interest 
on  the  balances  they  leave  in  an  ofl 
shore  bank  the  company  recently 
bought. 

These  enterprises  may  never 
draw  in  a  meaningful  number  of  ct 
tomers.  And  many  raise  red  flags  \ 
regulators.  But  the  govermnent  is 
also  a  long  way  from  getting  a  goo 
fix  on  the  activities  of  the  much 
larger  number  of  ostensibly  legiti- 
mate E-money  players. 
MONEY  LAUNDERERS.  The  regulato 
gaps  are  sizable.  For  example,  Std 
ley  E.  Monis,  director  of  the  Trea 
ury  Dept.'s  Financial  Crimes  En- 
forcement Network  (FincEN),  poirJ 
out  that  there  are  no  laws  that  hra 
the  balance  of  electronic  cuiTency  1 
that  can  be  loaded  onto  an  E-cashL 
card.  That  could  create  a  major  op 
portunity  for  money  launderers.  A 
no  one  has  determined  how  to  defi 
whose  tax  laws  apply  to  transactic 
in  cyberspace  (page  8).  Says  John 
Gibbons,  assistant  to  the  Presiden' 
for  science  and  technology:  "If  yoi 
go  to  a  cashless  society,  it  makes  i 
very  difficult  tracking  cash  income 
or  reportable  income. 

Right  now,  regulators  are  simpi 
tiying  to  understand  the  new  tecli 
nology  and  how  the  market  is  evo 
ing.  Last  April,  the  Federal  Trade 
Commission  held  a  conference  to  ( 
amine  the  impact  of  electronic  con 
merce  on  consumer  protection.  Fin 
CEN  is  organizing  a  colloquium  on 
electronic  cun'ency  to  be  held  lateif 
this  fall.  "We  are  nowhere  near  th* 
issue  of  regulating  it,"  warns  Fin- 
cen's  Moms.  "We're  one  step  bacl: 
Given  the  speed  with  which  the  mi 
ket  is  advancing,  regulators  don't 
have  much  time  to  close  that  gap. 
By  Amy  Barrett  in  Washing 
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CZECH  REPUBLIC  ['chek  ri'pabliki  •  Premier  Vaclav  Klaus; 
ation  of  10,5  million;  stable  government;  parliamentary  democracy; 
:ed  budget;  GDP  2,5%;  stable  exchange  rate  1  USD  =  27,8  CZK;  low 
on  10%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
i4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 
CZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
e  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
iation  of  profits;  tax  treaties;  U.S.A,  Netherlands,  Cyprus  and  others 
)ry;  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  10th 
ry  establishment  of  the  Czech  state,  1355  Charles  IV,  Roman 
'or  and  King  of  Bohemia;  1348  Charles  University  of  Prague  founded; 
proclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 
1  of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
iing  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
itive  Republic;  1990  establishment 'of  HC&C,  The  Bill  of  Rights; 
^irst  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
itablishment  of  the  independent  Czech  Republic;  1994  signature 
tnership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 
f  second  wave  of  privatization;  municipal  elections  confirmed 
citizens  strong  support  for  market  economy  in  November  1994. 


HARVARD  FUNDS  |ha;ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic,  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Harvard  Funds,  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  assets 
under  management;  23  investment  funds;  largest  funds:  Harvard  Dividend 
Investment  Fund  and  Harvard  Growth  Investment  Fund;  listings:  Prague 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker.  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Mescow  Stock 
Exchanges;  largest  holdings:  utilities  25%,  financial  institutions  22%, 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.850% 
(from  May  1,  1992  to  December  16,  1994:  1.035  CZK,  i.e.  the  price  of 
a  voucher  book),  average  annual  return  three  hundred  and  fifty  percent, 
350%;  discount  to  Net  Asset  Value  62%  as  of  16  December,  1994  on  PSE  (last 
trading  day  for  the  year.  December  16,  1994);  dividend  per  share  132  CZK. 


Harvard  Funds 

The      Czech  Republic 


-ig:  Advertisement  appears  for  information  only.  It  does  not  constitute  an  offer  to  buy  or  sell  securities,  ."^one  of  these  securities  have  been  approved  for  purchase 
by  any  authority  outside  the  Czech  Republic.  Contact  address  and  phone:  Nam.  Hrdinu  4B,  140  00  Praha  4  •  phone  00-42-2-6106  1  1  21.  fax  O0-42-2-B1O6  44  44. 


RAYTHEON  IS  CUTTING-EDGE  AMANA  TECHNOLOGY.    Improving  yor 
em  II  onniont  while  helping  to  preserve  the  earth's  environment.  That's  why  Amana  has 
o/ono-depleting  CFCs  from  its  entire  line  of  refrigerators.  It's  just  another  examp; 
comniitment  to  technological  innovation  we  bring  to  all  Amana  appliances,  from  ovens, 


m 


*)duce  q 


full-line  of  CFC-free  refrigerators. 


See  your  Amona  dealer  today. 


ii 


nd  dryers  to  dishwashers  and  air  conditioners.  With  a  clear  market  focus,  innovative  new 
and  ISO  900 1  -  certified  factories,  Raytheon  is  solidly  established  as  a  leader  in  quality 
i  comnnercial  appliances.  Raytheon.  Commercial  and  defense  R^^j^th^OH 
:s,  engineering  and  construction,  aircraft,  and  appliances.   ExPECT  GREAT  THINGS 


Inside  Wall  Street 


BY  GENE  G.  tWAHCiAL 

ALL  JiiiCED  UP 
AT  ODWALLA 

Ever  heard  of  Odwalla?  Few  have. 
But  this  producer  of  all-natural  finit 
and  vegetable  juices  has  caught  the 
eye  of  market  watchers:  The  stock  has 
more  than  doubled  so  far  this  year. 

Odwalla  (odwa)  was  first  featured 
in  this  column  on  Feb.  6,  when  invest- 
ment manager  F.  Van  Kasper  picked  it 
as  a  favorite  for  1995.  Its  shares  were 
then  trading  at  a  split-adjusted  7.  On 
May  30,  the  stock  closed  at  16?^,  after 
May  18's  secondary  offering  of  1  million 

TEMFnNG  TO  A  BIGGIE? 


EJUUilNGS 
PER  SHADE 

1996  Est. 

450 

1995  Est, 

250 

1994 

8^ 

1993 

1992 

j20_  ; 

MAY  30 

ADOLLARS  FISCAL  YEAR  ENDS  AUG  31 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  VAN  KASPER  &  CO 

shares  at  19  depressed  the  price  some- 
what. Kasper  is  convinced  it  will  dou- 
ble yet  again  over  the  next  12  months. 
What's  so  hot  about  Odwalla? 

It  has  developed  a  niche  in  the  cut- 
throat world  of  Coca-Cola,  PepsiCo, 
and  Dr.  Pepper/Seven-Up.  All  Odwalla 
juices  are  fresh-squeezed  and  have  no 
chemicals,  sugar,  or  sweeteners.  "This 
is  one  of  the  most  compelling  brand- 
building  stories,"  says  Jean-Michel  Val- 
ette,  an  analyst  at  Hambrecht  &  Quist. 
Sales  jumped  from  $9.5  milhon  in  1992 
to  $18.1  miUion  in  1994— although  Od- 
walla stiU  sells  its  products  only  in  the 
West:  the  Pacific  Coast  from  California 
up  to  British  Columbia,  plus  Colora- 
do. Valette  foresees  revenues  of  $34 
million  in  1995  and  $49  million  in  1996. 

Since  Odwalla's  output  is  not  pas- 
teurized or  treated  with  preservatives, 
shelf  life  is  4  to  15  days,  depending  on 
the  kind  of  juice.  "While  this  con- 
straint presents  challenges,  it  has  also 
turned  national  beverage  companies 
away  from  such  products  and  provided 
Odwalla  a  healthy  marketing  advan- 
tage,' notes  Steve  Lidberg  of  The  Red 
Chip  Review,  a  Portland  (Ore.)  news- 


letter focusing  on  small-cap  stocks. 

Odwalla  appears  richly  priced — at 
35  times  Van  Rasper's  1996  earnings 
estimate  of  450  a  share.  But  he  ex- 
pects earnings  to  grow  at  about  50% 
annually  in  the  next  few  years.  And 
there's  yet  another  big  kicker:  Many 
pros  don't  expect  Odwalla  will  escape 
for  long  the  ravenous  appetite  of  the 
biggies.  A  few  years  ago,  Chiquita 
Brands  expressed  an  interest  in  Od- 
walla, then  still  in  its  infancy.  The  juice 
maker  didn't  entertain  any  kind  of 
combination  then. 

"Our  intention  is  to  grow  nationally 
and  become  the  authority  and  the  last 
word  on  fresh  fruit  and  vegetable  juic- 
es," says  founder  and  Co-chairman 
Greg  Steltenpohl. 

STILLWATER'S  MINE 
RUNS  DEEP 

All  that  glitters  is  not  gold.  Platinum 
and  palladium — metals  used  in  in- 
dustrial and  other  applications — have 
sparkled  recently,  maldng  Httle-known 
Stillwater  Mining  (pgms)  a  star  almost 
overnight.  The  only  major  U.  S.  pro- 
ducer of  platinum  and  palladium,  Still- 
water has  cHmbed  to  22?^  a  share — a 
lofty  108  times  estimated  1995  earn- 
ings— up  from  13  last  December,  when 
the  company  went  pubHc. 

"Stillwater  will  continue  to  outper- 
foi'm  both  its  precious-metals  peer 
group  and  the  general  market,"  pre- 
dicts Vahid  Fathi,  a  metals  analyst  at 
Kemper  Securities.  He  sees  the  stock 
hitting  35  by  the  middle  of  next  year 
A  big  surge  in  demand  for  platinum 
and  palladium  last  year  has  driven  pric- 
es of  the  metals  to  four-year  highs. 
Prices  could  go  even  higher  because 
both  are  necessary  in  auto  catalytic 
converters.  Palladium  is  also  used  in 
computer  chips.  And  platinum  is  popu- 
lar in  jewelry. 

Stillwater's  mine  in  the  Beartooth 
Mountains  of  Montana  is  the  main 
source  for  both  metals  outside  Russia 
and  South  Africa,  notes  Leanne  Baker, 
an  analyst  at  Salomon  Brothers.  For 
significant  proven  reserves,  says  Baker, 
"there's  no  other  in  the  U.  S." 

With  18  miUion  ounces  of  reserves, 
"we  control  the  world's  richest  deposit 
of  platinum-group  metals,"  says  Chair- 
man and  CEO  Chai'les  Engles.  The  com- 
pany, which  had  earnings  of  110  a 
share  in  1994  on  sales  of  $58.6  million, 
is  expected  by  Baker  to  earn  2l0  this 
year.  By  Sandra  Dallas. 


PECKING  AT 
BOSTON  CHICKEN 

After  last  year's  dismal  performase 
Boston  Chicken  (bost)  has  tuia 
highflier.  The  shares  fluttered  to  a 
on  May  30,  up  from  just  13J^  in  i' 
December.  Part  of  the  reason: 
company  reported  big  numbers,  suc  » 
a  170%  net  earnings  jump,  to  $7  mir, 
or  150  a  share,  in  the  first  quai 
ended  Apr.  16.  And  all  eight  anal., 
tracking  the  company  have  turned 
ish — three  of  them  hoisting  it 
"strong  buy." 

But  not  everybody  is  impresj 
Certainly  not  restaurant  analyst  Rd 
Lipton  of  Lipton  Financial  Servq 
an  affiliate  of  Axiom  Capital  Ma 
ment,  who  has  shorted  the  stock.  I 
beef:  Boston  Chicken's  franchisees! 
actually  losing  money,  based  onj 
analysis  of  stores  in  operation  a  yea* 
more.  Boston  Chicken  operates 
franchises  640  stores  in  30  states 
specializes  in  rotisserie  chicken. 

Here's  how  Lipton  sees  it:  He 
ures  that  sales  at  a  franchised  si 
must  average  $23,000  a  week  (ne 
promotional  discounts)  for  it  to  bi. 
even.  That  covers  labor,  cost  of : 
and  other  expenses.  Lipton  conte 
that,  in  fact,  franchised  stores 
aged  weekly  sales  of  $18,900. 

That  means,  says  Lipton,  that 
franchisees  are  not  making  money| 
fact,  they're  each  losing  an  averagjj 
$55,000  a  year.  "And  as  more  stq 
are  opened,  that  loss  grows  stea 
he  says.  Lipton's  conclusion:  "Tlie 
ity  of  earnings  is 
very  low,  since  all    THIS  FLUTTER 
of  Boston  Chick-  MASK  LOCAL  LO 
en's  income  comes 
from  fees,  royal- 
ties, and  interest 
payments  from 
franchisees,  most 
of  whom  were  fi- 
nanced   by  the 
franchisor." 

Boston  Chicken 
spokesman  Greg 
Gerdemann  de- 
bunks all  of  Lip- 
ton's  arguments. 
He  maintains  that 
breakeven  for  the 
company's  franchisees  is  only  $12,(X1 
week.  Gerdemann  insists  stores  a\ 
aged  $21,000  a  week  in  the  first  qi^ 
ter.  "I  don't  know  where  Lipton  g|( 
his  figures.  We're  doing  great,"  he  s; 
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Compaq  and  IBM 

were  expected  to  dominate  the 
Pentium®  processor  PC  market. 

Thenew  Jjp  pQg 

sure  exploded  that  theory. 


pes 


"  \  ■  '■  : 


HP  introduces  the  best  value 
in  Pentium®  processor  PCs 
for  business. 

Our  75,  90  and  lOOMHz  HP  Vectra  PCs 
are  priced  below  Compaq's  and  IBM's 

comparable  Pentium*  i  

processor-based  lines,        V»  ^ 
But  HP  is  top  of  the  \dO\) 

line  when  it  comes  I  \  

to  features  such  as  performance, 
reliability  and  service. 

In  addition,  HP  was  ranked  highest  in 
customer  satisfaction  in  the  1994 
J.D.  Power  and  Associates  Customer 
Satisfaction  Study^  among  desktop 
personal  computer  business  users. 

Find  out  why  HP  PCs  are  blowing 
away  the  competition.  For  more  infor- 
mation or  the  name  of  your  nearest 
HP  dealer,  call  us  at  1-800-322-HPPC, 
Ext.  9388.* 


HEWLETT 
PACKARD 


itium' 


tin  Canada,  call  1-800-387-3867  'Average  U.S  street  price.  Monitor  not  included.  All  HP  Vectra  PCs  come  with  MS-DOS  6  2  and  MS  Windows  for  Workgroups  3  1 1  pre-mstalled,  HP 
nnouse  and  keyboard   Source  1994  J  D  Power  and  Associates  PC  Customer  Satisfaction  Study  "  Study  conducted  among  business  users  and  based  on  1,528  user  respondents  MS- 
DOS  is  a  U  S  registered  trademark  and  Windows  is  a  U.S.  trademark  of  Microsoft  Corporation.  Pentium  and  the  Intel  Inside  logo  are  U.S.  registered  trademarks  of  Intel  Corporation 
©1995  Hewlett-Packard  Company  PPG418 


Government 


TAX  REFORM 


TAX  REFORM  IS  COMING,  SURE 
BUT  WHAT  KIND? 

Radically  different  systems  vie  for  public  and  congressional  support 


Two  years  ago,  Richard  K.  A 
a  backbench  Republican  con 
man  from  Texas,  launched 
fort  to  rewrite  the  U.  S.  Tax 
He  ordered  his  staff  to  ran  a  revi, 
every  deduction  and  credit  and 
set  up  mini-debates  with  aides  ar 
the  pros  and  cons  of  each  wiite-of 
result  of  the  exhaustive,  yearlor 
view:  "We  came  up  with  the  ci 
tax  system,"  chuckles  foiTner  aid( 
phen  Moore,  now  director  of  fiscal 
ies  at  the  libertarian  Cato  Instj^ 
"We  justified  every  single  deductMi 
The  exercise  convinced  a  frastr' 
Armey  that  tinkering  would  gel 
nowhere.  Real  reform  would  re| 
nothing  less  than  replacing  the 
code  with  a  single  lovi^-rate  flat  t| 
proposal  fii'st  floated  in  1981  by  Hi 
Institution  economists  Robert  EJ 
and  Alvin  Rabushka. 

Today,  Armey  is  Pilajority  LeaJ 
the  House,  and  his  flat-tax  crasadq 
a  crest  of  voter  fuiy  at  the  cuireii 
tem.  A  growing  band  of  Republic| 
and  even  a  few  Democrats — wa 
destroy  the  tax  law  as  we  know  it, 
do  not  have  to  accept  as  a  giver 
the  income  tax  will  always  be  wit. 
says  House  Ways  &  Means  Comr 
Chaii-man  Bill  Archer-  (R-Tex.),  wh 
set  tax  refoiTn  hearings  for  June. 

The  campaign  has  strack  such  i 
ulist  chord  that  a  massive  restrad 
of  the  tax  laws  seems  inevitable.  T 
sue  could  become  the  economic  ce 
piece  of  the  1996  Presidential  ele 
And  if  a  Republican  captm*es  the  ^ 
House,  federal  tax  laws  could  um 
their  biggest  revmte  in  history.  T 
strategists,  cutting  the  budget  is 
the  fii'st  step  toward  downsizing 
ernment;  overhauling  the  tax  co 
next.  Even  if  President  Clinton 
elected,  the  political  momentum  is 
that  the  U.  S.  should  see  a  major 
"For  the  past  15  years,  aJl  we've 
is  tinker,"  says  Lany  Langdon,  tax 
president  at  Hewlett-Packard  Co. 
need  a  fi-esh  vision  and  a  fresh  s 
Agrees  Senate  Finance  Comir 


It 


84  BUSINESS  WEEK  /  JUNE  12,  1995 


man  Bob  Packwood 
Ire.):  "The  mood  is 
3  The  pubUc  is  wait- 
er this." 

hile  the  anti-income 
's  agree  on  the  prob- 
they  are  deeply  split 


America's  Dueling  Tax  Plans 

THE  CURRENT  INCOME  TAX  A  top  rate  of  39.6%,  riddled 
with  loopholes,  favors  consumption  and  debt  over  savings  and 
equity.  Taxes  dividends  twice.  Simple  for  most  individuals  but 
agonizingly  complex  for  business  and  anyone  who  invests. 


consumption  taxes.  Unlike 
the  current  code,  which 
taxes  income,  these  pro- 
posed levies  tax  you  on 
what  you  buy — not  what 
you  earn.  With  the  sales 
tax  and  the  vat,  the  levy 


the  solution.  Each    is  collected  at  the  time  of 


;  to  raise  the  same 
int  of  money  as  the 
jnt  income  tax  sys- 
but  by  very  differ- 
outes.  Some,  such  as 
jy  and  Packwood,  fa- 
he  flat  tax.  For  indi- 
ils,  it  would  tax  all 
s  and  pensions  at  a 
e  flat  rate  but  ex- 
investment  income, 
less,  meanwhile, 
i  pay  tax  on  reve- 
less  the  cost  of  la- 
nd capital. 

der  the  flat  tax,  as 
as  the  hybrid  "USA 
designed  by  Senate 


VALUE-ADDED  TAX  An  integral  part  of  the  tax  systems  of 
most  industrialized  countries.  Levied  at  each  stage  of  produc- 
tion and  built  into  the  cost  of  goods.  Simple  in  theory  but  in 
practice  filled  with  multiple  rates  and  exemptions.  Credited  to 
exports  but  imposed  on  imports. 

FLAT  TAX  In  its  pure  form,  imposes  tax  at  a  single  rate  for 
business  and  individuals,  with  no  deductions  or  credits.  Re- 
moves the  tax  code  from  investment  decisions,  favors  neither 
debt  nor  equity,  capital  nor  labor.  A  big  personal  exemption  im 
proves  progressivity  for  working  families,  but  the  wealthy  get 
the  biggest  benefit.  Top  rate  about  20%. 


USA  TAX  A  hybrid  that  favors  investment  over  consumption. 
No  tax  is  paid  on  savings  and  investment  but  is  levied  on 
spending.  Much  like  a  VAT,  except  tax  is  paid  annually  rather 
than  on  individual  purchases.  Personal  tax  works  like  an  IRA. 
Top  individual  rate  is  40%,  but  workers  and  employers  get 

eTcomniittee  "chair-   

^ete  V.  Domenici  (R- 
)  and  Senator  Sam  Nunn  (D-Ga.), 
3  would  file  tax  returns  much  as 
do  today.  But  the  USA  levy  would 
dividuals  only  on  what  they  spend, 
r  than  on  what  they  earn.  All  in- 
dent income  would  be  tax-deferred, 
ess  would  deduct  all  capital  costs, 
Dt  wages  and  salaries. 
rH  CAMP.  Other  reformers,  includ- 
•esidential  candidate  Senator  Rich- 
iigar  (R-Ind.),  back  a  national  sales 
levied  only  on  retail  pui'chases,  it 
operate  much  like  state  sales  tax- 
A  fourth  group,  led  by  Represen- 
Sam  M.  Gibbons 
I.)  and  Senator  Er- 
^.  HoUings  (D-S.  C), 
!  a  European-style 
added  tax,  which 
be  imposed  at  each 
of  production,  i-ather 
ust  at  final  sale. 
'  front-runner  for 
'P  Presidential  nom- 
1,  Senate  Majority 
r  Bob  Dole  of  Kan- 
nd  his  chief  rival, 
)r  Phil  Gramm  of 
both  favor  rewrit- 
s  tax  code,  but  nei- 
as  endorsed  a  spe- 
an.  Dole  and  House 
er  Newt  Gingrich 
)  have  dispatched 
i^emp,  a  gop  tax  re- 
talwart,  to  design  a 
tiat  the  Republican 
can  promote  in  '96. 
nwhile,  some  Demo- 
are  devising  their 
ss  radical  proposals 


to  repair — rather  than  replace — the  cur- 
rent income  tax.  Senator  Bill  Bradley 
(D-N.J.),  an  architect  of  the  1986  Tax 
Reform  Act,  would  like  to  close  loop- 
holes and  lower  the  top  rate  to  below 
30%  fi-om  the  current  39.6%.  And  Pres- 
ident Clinton,  wonied  about  having  to 
defend  the  cmrent  system  in  his  reelec- 
tion campaign,  is  searching  for  an  al- 
ternative that  aides  say  would  boost 
savings  while  preserving  progressivity. 

While  Clinton  talks  repair,  Repubh- 
cans  vow  an  overhaul.  To  economists, 
all  the  GOP  variations  are  essentially 


How  They  Stack  Up 

Depending  on  which  tax-reform  scheme  U.S.  lawmakers 
choose,  individuals  and  businesses  could  receive  radically 
disparate  tax  bills 

THE  IMPACT  VARIES  WIDELY  AMONG  COMPANIES... 


TAX  UABILITY  FOR  A 
$1  MILLION... 

CORP. 
INCOME  TAX 

ARMEY  FUT  TAX 

USA  TAX 

5%VAT 

19% 

23% 

MANUFACTURER 

$9,941 

$13,899 

$16,825 

$19,514 

$15,336 

SERVICE  COMPANY 

8,142 

12,387 

14,995 

15,056 

21,913 

...BUT  INDIVIDUALS  USUALLY  PAY  LESS 


TAX  LIABILITY 

INCOME 

CURRENT 

ARMEY  FLAT  TAX 

USA  TAX 

LAW 

17% 

19% 

23% 

FAMILY  OF  FOUR 

$75,000 

$9,121 

$6,155 

$6,878 

$8,326 

$8,894 

150,000 

28,415 

13,296 

14,860 

17,988 

30,704 

300,000* 

77,220 

42,262 

47,233 

57,177 

77,205 

'Excludes  business  or  partnership  Income 


DATA:  ECONOMIC  POLICY  CONSULTING  GROUP,  PRICE  WATERHOUSE 


pmx'hase.  With  the  flat  tax 
and  the  USA  tax,  you  sim- 
ply deduct  savings  and  in- 
vestments fi'om  your  tax 
base,  so  that  you're  taxed 
only  on  what  you  spend. 

While  these  variations 
are  trivial  to  macroecono- 
mists,  who  believe  that 
any     consumption  tax 
would  spur  savings  and 
investment,  the  differences 
are  vast  for  taxpayers — 
and  politicians.  Exporters 
would  reap  a  big  windfall 
under  the  USA  and  vat 
taxes,  since  they'd  get  a 
credit  for  goods  shipped 
overseas — a  benefit  not 
provided  by  the  flat  tax. 
In  contrast,  under  Armey's  flat  tax, 
wages  are  deductible  foi"  business  while 
taxable  to  workers.  But  with  the  Nimn- 
Domenici  tax,  companies  lose  deductions 
for  labor  costs,  while  individuals  are 
taxed  only  on  the  wages  they  spend. 
"The  most  interesting  dividing  line  is 
between  labor-intensive  and  capital-in- 
tensive businesses,"  says  Price  Water- 
house  Paitner  Peter  Menill.  "Repealing 
the  corporate  income  tax  is  not  neutral 
across  industries  at  all." 
LOSERS.  Overall,  the  flat  tax  would  pro- 
vide a  generous  tax  cut  for  many  indi- 
viduals, but  it  would  be 
funded  with  a  big  tax  hike 
for  nonfinancial  corpora- 
tions (page  86).  Companies 
hooked  on  debt — real  es- 
tate developers,  home- 
builders,  and  some  man- 
ufacturers— would  lose 
theii"  most  lucrative  write- 
offs under  all  of  the  con- 
sumption-based rewi-ites. 
And  no  one  has  yet  fig- 
ured how  to  tax  financial 
companies,  such  as  banks 
and  insui*ance  companies — 
a  possible  deal-buster. 

Whatever  their  specific 
tax  proposal,  most  reform- 
ers agree  on  two  goals: 
Income  should  be  taxed 
only  once,  and  the  cuirent 
bias  in  favor  of  debt  and 
consumption  should  be 
ended.  Why?  The  U.S. 
national  savings  rate  is 
among  the  lowest  in  the 
industrialized  world.  And 
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The  flat  tax  ditches  cherished  deductions  for 
mortgage  interest  and  charitable  donations 


economists  believe  stronger  savings  will 
translate  into  increased  investment, 
which  in  turn  is  key  to  futui-e  growth. 

There  is  little  doubt  such  economic 
goals  are  important.  But  public  support 
for  tax  refoiTn  is  being  chiven  by  some- 
thing quite  different — a  desire  for  sim- 
plicity and  a  widespread  belief  that 
many  payers  are  shafted  by  the  cur- 
rent system.  "Fii'st  of  all,  people  hate 
the  IRS,"  says  Gingrich  flatly.  Adds 
Grover  G.  Norquist,  president  of  the 
antitax  Americans  for  Tax  RefoiTn:  "It's 
a  gi'eat  idea  to  eliminate  the  iRS  root 
and  branch." 

A  new  poll  for  Andersen  Consulting 
reports  that  59%  of  the 
American  pubUc  beheves 
it  is  too  difficult  to  fill  out 
federal  tax  forms.  And 
even  major  corporations 
find  the  law  mystifying. 
"Our  existing  system  is  so 
overwhelmingly  complex 
that  it's  draining  adminis- 
trative resources  on  the 
taxpayer  side  and  on  the 
government  side,"  says 
Lisa  Norton,  tax  counsel 
at  Ingersoll-Rand  Co. 
BOON?  Still,  much  as  they 
hate  the  current  code's 
complexities,  business  has 
learned  to  live  with  it — 
or  even  profit  from  it.  So 
while  reform  may  be  an 
economic  boon  for  the 
country  as  a  whole,  the 
transition  could  be  agonizing  for  specif- 
ic industries,  such  as  real  estate. 

Is  radical  reform  worth  it?  Many 
economists  think  so.  Boston  University 
economist  Lawrence  J.  Kotlikoff  figm-es 
replacing  the  cun-ent  code  with  a  sav- 
ings-enhancing sales  tax  would  boost 
the  nation's  stock  of  capital  equipment 
by  as  much  as  63%.  That  new  invest- 
ment would  spur  productivity.  The  pay- 
off: Living  standards  would  rise  by  up 
to  18%,  he  argues.  Such  predictions 
have  been  challenged  by  critics,  and 
some  reformei-s  concede  they  can't  guai'- 
antee  major  gains.  "Will  it  really  in- 
crease savings?"  asks  Domenici.  "We 
have  no  way  to  prove  that  absolutely." 

That's  one  reason  the  gop  plans  differ 
so  much,  as  each  tries  to  strike  the  per- 
fect balance  between  fairness  and  sim- 
phcity  while  maximizing  U.  S.  economic 
growth.  Just  look  at  the  Armey  flat  tax. 


tailor-made  for  a  public  that  is  fed  up 
with  often-incomprehensible  rules  and 
overpriced  accountants.  Unlike  the  cur- 
rent IRS  maze,  it's  nothing  if  not  sim- 
ple— add  up  what  you  make,  take  a  big 
standard  deduction,  multiply  by  the  tax 
rate,  pay  the  tax,  and  get  on  with  your 
life.  But  there's  a  price:  ditching  some 
cherished  tax  breaks,  including  deduc- 
tions for  mortgage  interest,  state  and  lo- 
cal taxes,  and  charitable  contributions.  "I 
want  to  captui'e  every  penny  of  income 
in  the  tax  base  and  subject  it  to  taxa- 
tion only  one  time,"  explains  Armey. 
"The  taxpayer  would  get  an  honest  tax 
bill  that's  simple  and  direct." 

Flat  Tax:  Boon  or  Bane? 


INDiViDUALS  GET 
A  BIG  BREAK... 


.WHILE  CORPORATE 
TAX  BILLS  JUMP 


■  CURRENT  LAW 

■  ARMEY  FLAT  TAX 
AT  23% 


TAX  PAYMENTS  BY  INDIVIDUALS  WITH 
NO  BUSINESS  OR  PARTNERSHIP  INCOME 

BILLIONS  OF  OOLWRS 


TOTAL  TAX  PAYMENTS  BY 
NONFINANCIAL  CORPORATIONS 


A  BILLIONS  OF  OOUARS 

DATA:  ECONOMIC  POLICY  CONSULTING  GROUP.  PRICE  WATERHOUSE 
1 

For  business,  Anney's  tax  would  be 
levied  on  cash  flow.  Companies  would 
take  total  income,  subtract  capital  and 
labor  costs,  and  pay  a  tax  on  the  differ- 
ence. They  could  immediately  write  off 
all  costs  of  producing  goods,  including 
capital  investment  and  wages.  But  the 
cost  of  money — raised  thi'ough  debt  or 
equity  financing — would  not  be  deduct- 
ible. Manufacturere  that  buy  lots  of  new 
equipment  would  benefit;  companies  that 
are  heavily  debt-financed  would  suffer. 

Exactly  what  Ai-mey's  flat  rate  would 
be  is  hotly  debated.  He  publicly  sets  it 
at  17%.  but  concedes  that  won't  raise 
the  same  revenue  as  cuirent  law.  The 
Treasui-y  Dept.  figui-es  the  rate  would 
have  to  be  about  23%'  for  the  tax  to  be 
revenue-neutral,  while  flat-tax  g\xm  Hall 
estimates  19%. 

Regardless  of  which  number  you  use, 
corporations  would  take  it  on  the  chin. 


According  to  an  analysis  by  Pric( 
terhouse — using  1991  return  dai 
the  flat  rate  was  19%,  nonfinancia 
porations  would  pay  one-third  m( 
overall  taxes  than  under  curreni 
while  individuals  would  pay  aboui 
third  less.  Income  from  sole  propi 
ships,  partnerships,  and  the  like- 
taxed  at  the  individual  level — woi 
reported  on  a  separate  business  n 
The  Nunn-Domerjci  tax  scores 
for  being  fair  and  encouraging  sa' 
For  business,  the  plan  is  similar 
flat  tax,  except  that  wages  ai'e  n 
ductible.  This  could  hurt  labor-inti 
companies,  but  they  get  a  big  bn 
return:  a  full  credit 
Social  Security  t  fer, 
which  now  shrink  th(  las 
tom  line.  U.  S.  man  ta; 
turers,  especially  bij  ;al 
porters,  should  lik(  ki 
USA  Tax.  They  wouli  i^d, 
an  immediate  write-o 
capital  investment,  ite 
goods  sold  overseas  to  ! 
be  exempt  from  U.  Sitax 
es,  wliile  imports  wodjjecti 
taxed  at  the  border,  pa! 
ing  them  more  cost! 
A  BIG  IRA.  Nunn-Doil 
ci's  individual  tax  e 
tially  creates  one 
IRA.  People  would  lata 
their  total  income  froMpr 
sources,  subtract  ithe 
they  save  and  invest!,  tli( 
pay  tax  on  the  differ  san 
Reinvested  dividends  and  capital  ^  natji 
money  deposited  in  savings  acco  only 
and  investments  in  stocks  or  rake, 
funds  would  be  deducted.  So  Mfej 
some  mortgage  payments,  chari  onj 
contributions,  and  hmited  educstrat 
costs.  And  individuals  would  get  a  leniit 
it  for  payroll  taxes.  The  levy  woul  ntia] 
semble  a  sales  tax,  but  people  vofai 
pay  annually  or  quarterly,  rather  i,evf 
every  time  they  made  a  purchase.  H  c 
ners  and  losers  can  be  summed  upauon 
ply,  says  Nunn:  "Those  who  save  ice  ji 
pay  less  taxes  than  those  who  spe  is^  ir, 
But  the  Nunn-Domenici  tax  is  liejo 
means  simple.  And  neither  it  noiiosi,, 
flat  tax  would  shutter  the  despisecijtjt 
That's  why  some  pols  would  dum]  %  o 
income  tax  system  entirely  and  re  tlie ; 
it  with  a  sales  tax.  No  more  forms  i/'jj, 
more  withholding.  No  more  scram ;  of 
for  1099s.  And  no  more  iRS.  sta.\ 
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;her,  who  dismis  ses  even  Amiey's 
X  as  too  timid,  vows  to  "tear  the 
e  tax  out  by  its  roots."  He  wants 
)eal  the  16th  amendment,  which 
ished  the  federal  income  tax  82 
ago,  adopt  some  type  of  national 
ax,  and  scrap  the  tax  agency.  He 
lints  that  he  would  eventually  re- 
she  Social  Security  and  Medicare 
I  taxes  with  a  sales  levy.  Archei-'s 
jectives:  "Get  the  iRS  out  of  om* 
lual  lives"  and  exempt  exports 
ax. 

"ar,  there  are  two  sales  tax  ver- 
^aining  currency — a  retail  levy 
European-style  vat,  which  would 
at  about  5%.  It  is  paid  at  every 
Df  production  and  is  usually  hid- 
the  final  price  of  a  product.  In 
though,  VATS  have  become  quite 
X  and  riddled  with  exceptions, 
national  sales  tax  would  be  im- 
only  on  the  retail  purchaser.  It 
56  collected  by  the  states,  thus 
ting  nearly  all  of  the  federal  tax- 
on  apparatus.  It  would  also  be 

il  stratively  simple — unless  it  be- 
empting  food,  medicine,  and  oth- 
ntial  purchases.  Backers  envision 

^1  of  around  20%  on  all  goods  and 

d  ^,  even  though  such  a  hefty  price 
uld  generate  substantial  sticker 
imong  consumers.  Archer  says 
ce  jump  would  be  offset  by  a 
ise  in  take-home  pay,  since  there 
)e  no  income  tax.  But  to  libertai"- 
10  support  a  sales  tax,  the  shock 
;  its  great  virtue.  "I  want  people 
the  government  eveiy  time  they 
the  7-Eleven  to  buy  a  grape 
,"  says  Cato's  Moore, 
of  people,  however,  would  curse 

si  s  tax  for  another  reason:  It's  in- 


herently unfair  to  the  poor,  who  con- 
sume a  much  larger  share  of  their  in- 
come than  the  rich.  In  fact,  the  vari- 
ous consumption  tax  schemes  are 
distinguished  by  how  they  attempt  to 
achieve  fairness. 

The  flat  tax  addresses  the  problem 
with  two  rates:  zero  on  roughly  the  first 
$36,000  a  family  of  foui*  earns,  and  about 
20%  on  everything  above  that.  Such  a 
scheme  is  great  for  those  at  the  top 
and  bottom  of  the  income  ladder,  but 
Treasui-y  figures  that  families  earning 
between  $20,000  and  $50,000  would  actu- 
ally face  a  big  decline  in  aftertax  in- 
come— about  4.5%  under  a  17%  rate. 
BIGGEST  HURDLE.  Nunn  and  Domenici 
would  maintain  progressivity  with  mul- 
tiple tax  rates  and  with  their  payi'oll 
tax  credit.  But  they  also  pay  a  price:  a 
top  rate  of  40% — twice  that  of  a  flat 
tax — and  more  complexity.  Backers  of  a 
retail  sales  tax  are  mulling  creative 
ways  to  provide  evei-yone  with  about  a 
$5,000  credit — such  as  sending  a  check 
to  eveiy  American  with  a  Social  Secur- 
ity number 

Solving  the  fairness  problem,  howev- 
er, pales  compared  to  the  challenge  of 
managing  an  orderly  transition  to  an 
entirely  new  tax  code.  "One  of  the 
biggest  hurdles  is  how  you  get  from 
here  to  there,"  says  Charles  W.  Rau, 
who  heads  the  tax  department  at  MCi 
Communications  Corp.  One  example: 
Many  financially  struggling  companies, 
such  as  LTV  Corp.,  have  stayed  afloat 
by  relying  on  old  net  operating  losses, 
which  they  can  cany  over  fi-om  year 
to  year.  Those  losses  would  disappeai-  in 
a  consumption  tax,  and  troubled  compa- 
nies won't  easily  give  them  up. 

Likewise,  there's  the  shock  to  the 


SOUNDS  SIMPLE 

HI  want  to 
capture  every 
penny  of  income 
in  the  tax  base 
and  subject  it  to 
taxation  only  one 
time.  The  taxpay- 
er would  get  a 
bill  that's  simple 
and  directs  » 

—  RICHARD  ARMEY 


housing  industry.  This  year,  residential 
housing  is  being  subsidized  to  the  tune 
of  $90  billion.  Eliminate  the  deductions 
for  mortgage  interest  and  state  and  lo- 
cal property  taxes,  and  the  real  estate 
market  could  plunge  into  tuiTnoil. 

The  National  Association  of  Realtors 
is  already  gearing  up  to  do  battle.  It's 
begun  forming  alliances  vwth  commercial 
developers,  farmers,  and  other  business 
gi'oups  that  rely  heavily  on  debt  financ- 
ing. Another  possible  ally:  state  and  lo- 
cal governments,  which  would  lose  their 
tax  advantage  for  municipal  bonds  in  a 
world  where  all  investment  income  is 
treated  alike. 

The  prospect  of  fierce  resistance  from 
such  poweiful  would-be  losers  convinces 
some  veterans  of  past  tax  battles  that 
the  cuiTent  income  tax  will  never  die. 
Bradley,  for  one,  thinks  the  eventual 
outcome  of  the  tax  debate  of  the  '90s 
will  be  a  rerun  of  the  '86  overhaul — 
"lower  rates  and  fewer  loopholes."  But, 
in  truth,  it's  too  soon  to  predict  a  firm 
outcome.  "Where  we  end  up  won't  look 
anything  like  the  original  ideas,"  says 
hp's  Langdon. 

Certainly,  the  drumbeat  for  tax  re- 
form keeps  getting  louder.  At  the  very 
least,  the  next  Presidential  election  will 
set  the  stage  for  another  dramatic  r-e- 
form  of  the  curi'ent  income  tax  code. 
And  if  the  GOP  takes  the  White  House 
in  1996,  the  next  stage  in  the  Republi- 
can r'evolution  may  be  a  new  federal 
revenue  system.  The  result:  By  the 
turn  of  the  century,  the  U.  S.  could  well 
become  the  world's  first  industrialized 
nation  that  won't  have  an  income  tax  to 
kick  around  anymore. 

By  Howard  Gleckman 
in  Washington 
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DISPUTE  RESOLUTION  

THE  EXPLOSION 
IN  PRIVATE  JUSTICE 

Demand  for  civil  arbitration  fuels  the  rise  of  an  industry 

After  11  years  of  legal 
battles  and  an  estimated 
$100  million  in  costs,  a 
small  gi'oup  of  investors 
suing  over  a  failed  1982  merg- 
er between  what  was  then 
Gulf  Oil  Coip.  and  Cities  Ser- 
vice Co.  decided  to  end  their 
litigation  nightmare.  The  pai  - 
ties  turned  to  arbitration. 
They  hired  a  retii'ed  appellate 
court  judge,  rented  a  large 
room,  agreed  to  take  just 
three  weeks  for  the  case,  and 
forfeited  any  right  to  appeal 
the  judge's  decision.  "This 
could  have  dragged  on  forev- 
er," says  the  investors'  lawyer, 
Thomas  H.  Moreland,  whose 
clients  won  $90  inillion.  "From 
om-  pei"spective,  common  sense 
finally  prevailed." 

Not  so  long  ago,  such  a  so- 
lution would  have  seemed  rad- 
ical. But  after  years  of  acade- 
mic study,  pilot  projects,  and 
judicial  debate,  alternative  dis- 
pute resolution  (adr)  has  come 
into  its  own.  Individuals  and 
corporations,  sick  of  over- 
crowded courts  and  soaring  le- 
gal costs,  are  fueling  what  is 
fast  becoming  one  of  the  most 
successful  experiments  in  pri- 
vatization. Now  Congress  is 
going  further  with  a  proposal 
to  make  adr  a  voluntai'y  sub- 
stitute for  litigation  as  part  of  ,  ,         ,,.      ,  ,     

its  drive  for  tort  reforni.  "This        PTL'T'^'X _^^^.^.^P°_"^A'7_P^_'^Jl^_    tomey  General  Janet  Rei 


The  Idea  Is  Spreading 

At  least  35  states  have  alternative  dispute  resolution 
(ADR)  programs.  And  new  ADR  options  are  pending 
around  the  country.  Here  are  some  existing  programs: 

CALIFORNIA  Judges  may  refer  disputes  of  $50,000  or 
less  to  nonbinding  arbitration  before  heading  to  court. 
Standard  real  estate  contract  disputes  also  are  handled 
through  ADR. 

OHIO  State  officials  have  launched  ADR  programs,  in- 
cluding one  that  teaches  dispute  resolution  techniques 


based  aaa  manages  annually  aci- 
caseload  one-fourth  the  size  of  th 
il  cases  filed  wth  the  federal  coui 
tem.  In  1994,  AAA  boasted  revem 
around  $100  million  and  handled  i 
60,000  cases,  involving  claims  \ 
at  $5  billion.  The  Center  for  Publ  i 
sources,  a  coalition  of  large  comjr 
and  law  firms,  is  currently  man 
more  than  100  disputes  over  som 
billion.  Says  Frank  E.  A.  Sandf 
rector  of  Harvard  Law  School';- 
pute  Resolution  Progi'am:  "adr  h; 
come  so  appeahng  because  the  ji 
system  has  failed  so 
people." 

With  private  justice's ; 
found  prominence,  hov 
critics  fear  that  indi^ 
rights  and  fairness  m; 
sacrificed  to  achieve  gi 
efficiency.  Arbitrations 
mediations  generally 
abridged  versions  of  1 
with  truncated  disci 
rights  and  briefer  pret 
tions  of  evidence.  And 
ludges  are  not  requii'ed  ' 
Inw  established  case  law. 
determines  the  settlemer 
ue  of  a  case,  which  nee 
be  equated  with  the  ma. 
says  Kenneth  R.  Fein 
who  is  negotiating  for 
Coming  Corp.  in  the  mi 
breast-implant  Htigation. 
TIMELY  BOOM.  But  to  m( 
ual  and  business  experts, 
benefits  outweigh  its  s 
comings.  Luminaries  su 
former  New  York  Gov 
Mario  Cuomo,  former  f: 
rector  William  Webster 
once  Supreme  Court  noi 
Robert  Bork  have  signt 
as  highly  paid  referees, 
vard  Law  School  is  laun 
a  journal  this  fall  de' 
to  ADR.  Blue  chips  from 
eral  Mills  Inc.  to  IB^ 
setting  up  then*  own  dis 
resolution  progi'ams.  Ani 


is  now  mainstream,"  says 
William  K.  Slate,  president 
and  CEO  of  the  largest  adr 
provider,  American  Arbitra- 
tion Assn.  (AAA). 
RAPID  GROWTH.  A  whole  new 
industry  is  emerging  to  meet  the  ex- 
plosive demand  for  private  justice. 
Judicial  Arbitration  Mediation  Ser- 
vices/Endispute,  the  largest  for-profit 
private  justice  provider,  is  so  confident 
of  future  demand  that  it's  contemplating 
a  public  offering  to  fuel  expansion,  says 


FLORIDA  The  Florida  Supreme  Court  educates  and  cer 
tifies  mediators  who  hear  cases  referred  by  trial  judges. 
Also,  worker's  compensation  claims  go  through  court- 
administered  mediation. 

DATA;  BUSINESS  WEEK 

CEO  John  Unroe.  The  Orange  (Calif.) 
company,  with  $43  million  in  1994  rev- 
enues, has  been  growing  at  a  20%  rate. 
And  JAMS,  vdth  350  adjudicators  in  28 
cities,  plans  to  go  global  this  fall  with 
the  opening  of  an  outpost  in  London. 
On  the  nonprofit  side,  the  New  York- 


cently  announced  that 
Justice  Dept.  would  a 
170,000  civil  cases  a  ye 
private  arbitrators.  "The 

  are  timehness,  predictal 

and  fairness,"  says  Jare 
Seifert  of  Toro  Co.,  a  lawn-mower 
ufacturer  that  has  seen  a  10%  dr 
the  cost  of  settling  claims  since  inst 
a  voluntary  adr  pr-ogi-am.  "You 
get  that  through  the  legal  system. 

The  boom  in  adr  is  especially  t 
in  California,  where  the  state's 
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:es  law  is  unleashing  new  pressures 
he  courts.  A  Rand  Corp.  study  es- 
tes  that  the  measure,  which  cracks 
n  on  repeat  offenders,  could  cost 
5tate  as  much  as  $6.5  billion  a  year 
iforce.  In  Los  Angeles  alone,  the  ju- 
iry  predicts  that  pending  three- 
;e  cases  will  cost  the  county  an  ad- 
nal  $78  miUion  to  manage.  But  in 
because  of  an  aggressive  adr  pro- 
1,  civil  filings  in  Los  Angeles  Coun- 
ave  plummeted  since  1987 — from 
)0  to  28,000  in  1993— helping  to 
the  pipeline  for  judges  managing 
iTOwing  docket. 

)e  private  sector  uses  adr  in  a 
ber  of  ways.  Farmers  Insurance 
p  Inc.  created  a  pilot  program  in 
Dmia  and  Oregon  for  volimtary  me- 
)R  of  auto-injury  claims.  It  resolved 
7,000  cases  at  a  savings  of  $4  mil- 
While  that's  only  a  ft*action  of  the 
ance  giant's  $300  million  in  annual 
costs,  the  company  expects  yearly 
gs  to  grow  to  $20  million  or  more 
)97  as  Farmers  rolls  out  the  pro- 
nationwide,  according  to  Mickey 
ds,  director  of  liability  claims. 
RATE.  Toro,  the  lawn-mower  com- 
borrowed  a  technique  from  the 
h-care  industry.  Like  the  arrange- 
3  managed-care  outfits  craft  with 
<rs,  Toro  guarantees  a  minimum 
ler  of  cases  to  Court  Alternative 
p,  a  Florida  mediation  firm,  and 
the  group  a  flat  fee  per  matter  to 
isputes  settled  before  they  become 
its.  "It's  really  a  form  of  capita- 
says  John  J.  Upchurch,  chairman 
urt  Alternatives. 

11,  some  critics  complain  that  adr 
5  business.  That's  the  charge  in  a 
action  brought  against  Bank  of 
ica,  which  sent  notices  to  cus- 
•s  informing  them  that  disputes 
nly  be  settled  through  binding  ar- 
ion.  Plaintiffs  say  the  bank  needs 
consent  before  forcing  them  into 
ation  and  out  of  their  right  to  a 
But  a  judge  last  year  took  the 
1  side,  deciding  that  adr  is  a  pre- 
route  for  dispute  resolution.  The 
3  now  on  appeal. 

)ther  concern  is  that  private  arbi- 
s  have  too  much  unchecked  clout, 
t  i-ulings  have  extended  the  au- 
f  of  arbitrators  by  making  an  ap- 
early  impossible.  "Ai-bitrators  now 
Mwers  that  would  make  any  self- 
ting  judge  drool  with  envy,"  says 
r  Gilbert,  an  appellate  comt  judge 
itura,  Calif.  In  January,  the  Cali- 
Supreme  Court  ruled  that  the 
itor  in  a  hardware-patent  dispute 
en  Intel  Corp.  and  Advanced 
Devices  Inc.  could  dispense  "un- 
and  even  bizan-e  punishment"  so 
f,s  it  "even  arguably"  relates  to 
spute.  "That  case  sent  a  chill 


Some  critics  fear  that 
arbitrators  have  too 
much  unchecked  clout 


through  the  business  community,"  says 
Rand  researcher  Deborah  Hensler. 

To  reassure  its  critics,  industiy  lead- 
ers, in  conjunction  with  the  American 
Bar  Assn.,  are  attempting  to  create  a 
national  oversight  system  and  unifoiTn 
ethical  guidelines.  A  draft  proposal  is 
expected  to  be  ready  within  six  months. 


But  that  hasn't  satisfied  some  critics, 
who  wony  that  in  the  ixish  to  embrace 
an  altemative  legal  system,  the  tradi- 
tional court  system  will  suffer  even 
more.  "We  make  a  strong  rhetorical 
commitment  to  the  public  justice  sys- 
tem, but  we  are  unwilling  to  fund  it," 
says  Judith  Resnik,  a  law  professor  at 
the  Univei-sity  of  Southern  Califoinia.  "I 
don't  think  the  answer  is  letting  the 
private  sector  pick  up  the  slack."  For 
JAMS  and  others  in  the  ADR  business, 
though,  picking  up  the  slack  is  proving 
to  be  a  gold  mine. 

By  Eric  Scln)Le  in  Los  Angeles  and 
Linda  Hitnelstein  in  New  York 


A  RENT-A-JUDGE 
WHO  LOVES  HIS  WORK 


When  Justice  Edward  A. 
Panelli  retired  last  year 
from  the  California  Su- 
preme Court,  eight  years  before 
his  term  was  set  to  expire,  he 
had  visions  of  leisurely  days  on 
the  golf  course.  He  would  keep 
his  hand  in  the  law  by  adjudi- 
cating a  few  matters.  But  most- 
ly, his  time  would  be  his  own. 
"A  short-lived  fantasy,"  Panelli 
now  recalls. 

Then  Panelli  got  an  offer  he 
couldn't  refuse.  John  Um'oe, 
CEO  of  Judicial  Arbitration  Me- 
diation Sei"vices/Endispute,  the 
fast-gi"owing  Orange  (Calif.)  me- 
diation firm,  wanted  Panelli  as 
jAMS's  chief  judge.  It  wasn't 
just  that  the  63-year-old  jurist 
would  have  his  pick  of  cases  in- 
volving everything  from  auto 
injuries  to  toxic  spills.  For  Pan- 
elli, the  son  of  poor  Italian  im- 
migrants, a  big  temptation  was  also 
the  prospect  of  earning  $250,000  a 
year,  double  what  he  was  making 
when  he  stepped  dov/n  after  26 
yeai-s  on  the  bench.  The  action  and 
the  money,  says  Panelli,  "can  be  veiy 
seductive."  (Panelli  splits  evenly  with 
JAMS  a  $500-an-hour  fee.) 

In  little  over  a  year  at  jams,  Pan- 
elU  has  bought  and  is  remodeling  a 
new  home  in  Saratoga,  Calif.  And 
like  many  other  judges  who  have 
cashed  in  on  private  justice,  PanelU 
is  working  harder  than  ever.  He  has 
handled  250  cases  so  far,  and  his  cal- 
endar is  booked  through  August.  "I 
helped  make  law  that  affected  30 
million  Califomians,"  says  Panelli. 
"But  you  would  never  see  the  re- 
sults. Here,  if  you've  done  your  job 


GOLDEN  YEARS 

The  action  and  the  money  "can 
be  very  seductive,"  says 
Panelh,  whose  income  doubled 


well,  everyone  goes  home  with  big 
smiles." 

In  his  biggest  case  yet,  Panelli,  a 
wiiy  ininner  with  two  New  York 
City  Marathons  undei-  his  belt, 
bounced  between  insui-ers  and 
gi-oups  of  investors  to  hammer  out  a 
decade-long  dispute  stemming  fi-om  a 
$130  million  securities  fraud.  After 
only  three  days,  Panelli  cracked  the 
case,  and  investors  got  80%  of  their 
money. 

Panelli  says  he  misses  the  pres- 
tige of  the  California  Supreme  Court. 
Still,  he  views  his  current  job  as  a 
form  of  public  sei'vice.  "The  couits 
are  overburdened  and  need  relief," 
he  says.  For  Panelli,  providing  that 
rehef  is  the  best  job  he  has  ever  had. 

By  Eric  Schine  in  San  Francisco 


The  Corporation 


STRATEGIES 


HAS  PAUL  KAHN 

LOST  HIS  MIDAS  TOUCH? 

AT&T's  credit-card  magician  wanted  his  own  show.  He  got  it-and  a  bag  full  of  trouble 


Back  in  1993,  when  Paul  G.  Kahn 
walked  away  from  the  top  spot 
at  AT&T's  Universal  Card  Servic- 
es unit,  the  credit-card  maven 
could  have  had  his  pick  of  jobs.  In  less 
than  four  years,  Kahn  had  hoisted  AT&T 
into  the  big-time  in  the  U.  S.  credit- 
card  industry,  creating  a  $1.4  billion 
business  with  16  million  cardholders. 
Along  the  way,  Kahn  also  won  a  Bal- 
drige  Quality  Award  for  at&t — and  a 
reputation  as  a  rising  star  When  he 


had  watched  the  stock  stagnate  around 
10  for  years,  Kahn  bought  back  10%  of 
SafeCard's  shares  while  promising  30% 
compounded  annual  growth  and  $500 
million  in  revenues  by  1997.  By  Febi-u- 
aiy,  shai"es  in  the  company — since  re- 
christened  Ideon  Group — soared  to  21. 
VENDETTA?  But  Kahn's  new  life  as  an 
entrepreneui"  has  been  fai*  from  smooth. 
FoiTner  ChauTnan  and  co-founder  Peter 
Halmos  r-esigned  in  1990  in  favor  of  his 
brother,  co-founder  Steven  Halmos,  af- 


cent  letter  to  the  Securities  & 
change  Commission — reprinted  in  a 
page  Wall  Street  Joumial  ad — Ha 
charges  Kahn  with  lavishing  com 
funds  on  new  ventures  that  are 
ducing  only  meager  results,  while  h 
problems  in  the  core  card  business 
shareholders.  "At  least  we  made 
ey,"  says  Halmos. 

Kahn  calls  the  charges  "ridici 
and  baseless."  So  far,  the  lawsuits 
not  succeeded,  and  most  analysts 


iii 


IDEON  INVESTS  HEAVILY  TO  DIVERSIFY 


•  Family  Protection  Net- 
work: A  database  registry  to 
help  parents  locate  missing 
kids.  Cost:  $18  million 

•  National  Leisure  Group: 

Bought  in  Feb.  1995,  National 
Leisure  offers  packaged 
vacation  tours.  Cost: 
$15  million 

•  Vatican  Art  Collections: 

Now  in  test  marketing,  Ideon 
wants  to  sell  Vatican  art  re- 
productions through  direct 
mail  and  magazine  cam- 
paigns. Cost:  $1.75  million 

quit,  several  industiy  giants  tried 
to  lure  him,  but  Kahn  wasn't 
tempted.  "I  wanted  to  be  my  own 
boss,"  he  says. 

Kahn  chose  tiny  SafeCard  Ser- 
vices Inc.,  a  $175  million  Jackson- 
ville (Fla.)  company  with  a  con- 
troversial past  and  a  future  full 
of  questions.  SafeCard  provides  a  ci'ed- 
it-card  registry  service  that  notifies  is- 
suers when  cards  are  lost  or  stolen. 
Since  taking  over  as  chairman  in  late 
1993,  Kahn  has  put  it  through  a  tui-bo- 
charged  change.  He  has  spent  heavily 
to  beef  up  the  core  card-registry  unit 
and  has  moved  into  a  slew  of  new  busi- 
nesses. To  win  over  shareholders,  who 


•  PGA  Partners  card:  Th 

first  of  Ideon's  planned  mov 
into  co-branded  credit  cards 
the  Partners  card  lures  golfi 
with  Pro-Am  clinics  and  tou 
naments.  Cost:  $25  million 


•  Wright  Express:  Acquir 
in  Sept.  1994,  Wright  provid 
gasoline  credit  cards  that  h( 
trucking  fleets  control  drive 
expenditures.  Cost:  $35  mill  f*' 

1113 
itti 
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IN  LATE  MAY,  KAHN  STEPPED 
BACK  FROM  ROSY  PROJECTIO 


pjli 


ter-  he  was  targeted  in  a  criminal  inves- 
tigation by  the  Internal  Revenue  Ser- 
vice. The  probe  was  later  dropped,  with 
Halmos  cleai-ed  of  wrongdoing.  But  Hal- 
mos has  slapped  the  company  with  five 
lawsuits  charging  Ideon's  board,  and 
later  Kahn,  with  everything  ft'om  fi'aud 
and  stock  manipulation  to  stealing  ideas 
for  new  businesses.  Moreover,  in  a  re- 


investors  view  them  as  a  veni 
by  a  man  bitter  over  losing 
trol  of  the  company,  a  charge 
mos  denies.  But  in  one  way, 
mos  appears  to  be  right:  V  ir,ij 
Ideon's  revenues  grew  119  led 
$173  million,  in   1994,  hi 
spending  sent  earnings  down 
to  $18  million.  Kahn  assured 
Street  in  recent  months  that 
strong  sales  of  recently  launched  ife 
products  about  to  kick  in,  Ideon 
meet  analysts'  earnings  estimat( 
$17  million  to  $20  milhon  this  year,  i' 
a  big  leap  in  1996. 

But  on  May  25,  Kahn  announced  i 
weak  initial  response  to  two  of  t ' 
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products  would  cut  1995  revenue 
;h — and  that  earnings  would  not 
e  low  end  of  analysts'  projections. 

now  refuses  to  comment  on 
ler  Ideon  will  even  be  profitable, 
n  24  hours,  Ideon's  shares  sank 
tumbling  to  around  9.  "The  long- 
prospects  aren't  encouraging," 
)ne  disgruntled  shareholder. 
HI  dismisses  the  problems  as  little 
than  a  "hiccup"  in  a  makeover 
ilways  promised  to  take  several 
"Both  are  brand-new  businesses," 
/s.  "This  is  just  a  matter  of  revis- 
em."  Over  the  next  three  months, 
will  rejigger  its  product  offer- 
nd  marketing  plans.  In  the  mean- 
with  the  stock  cheap — and  in 
of  demonstrating  confidence  to 
.ors — Ideon  announced  plans  on 
19  to  buy  back  2.5  million  more 
i,  news  that  nudged  the  stock  up 
xly  10. 

a  far  cry  from  what  Wall  Street 
:ed  when  Kahn  took  over  in  late 
Shareholders  had  long  been  dis- 
with  SafeCa}'d's  slow  grov^^th 
mguishing  stock.  But  it  wasn't 
ate  1992  that  the  board  pushed 
1  to  resign  and  finally  cut  Peter 
>s'  consulting  contract  with  the 

ny. 

n  seemed  the  perfect  choice  to 
)  SafeCard.  The  savvy  marketer 
ansformed  the  stodgy  card  indus- 
tnost  overnight  vdth  Universal, 
slashed  interest  rates  and  prom- 
lose  who  signed  up  early  no  fee 
5.  Traditional  bank-card  issuers 
it  wouldn't  work.  But  when  mil- 
igned  up,  rivals  were  forced  to 
,heir  charges  down  as  well,  and  a 
narketing-driven  era  in  the  card 
ry  was  launched. 
ACTION.  When  SafeCard  called, 
iked  what  he  saw:  Its  dominance 
lucrative  card-registry  market 
sitting  on  $180  million  in  cash. 
i'dhn:  "This  was  a  very  poorly 
led  company"  badly  needing  mar- 
!  poHsh.  If  he  succeeded,  Kahn 

0  profit  handsomely  on  options  to 

1  to  1  million  shares  at  $13. 

n  wasted  no  time.  He  replaced 
f  SafeCard's  old  executives  with 
es  from  Universal,  American  Ex- 
and  MasterCard.  He  computer- 
afeCard's  reams  of  microfilmed 
er  data.  He  figured  that  by  com- 
sophisticated  database  manage- 
vith  the  direct-mail  techniques 
ected  at  at&t,  he  could  cut  Safe- 
sky-high  turnover  rate  and  sell 


SO  FAR.  IDEON'S  GROWTH 
HASNTPAID  OFF... 
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more  services  to  customers.  That  ap- 
pears to  be  working:  Ideon's  core  card 
revenues  grew  11%  in  1994,  up  from 
the  7%  annual  rate  they  had  averaged. 

At  the  same  time,  Kahn  moved  into 
new  ventures.  Last  fall  he  spent  $35 
million  for  Wright  Express.  Wright, 
which  analyst  Ned  Davis  of  Oppenheim- 
er  &  Co.  estimates  will  have  1995  reve- 
nues of  $21  million,  supplies  gasoline 
credit  cai'ds  to  transportation  compa- 
nies to  monitor  drivers'  expenses.  In 
February,  Ideon  paid  $15  million  for 
travel  agency  National  Leisure  Corp. 

In  April,  Kahn  launched  a  credit  card 
linked  to  the  Professional  Golf  Assn. 
tour— the  &-st  of  up  to  a  dozen  cards 
he  plans.  For  a  $15  to  $45  annual  fee, 
cardholders  gain  special  access  to  golf 
events  such  as  Pro-Am  tournaments 
and  clinics  with  professionals.  Ideon  is 
also  spending  $18  million  to  launch 
Family  Protection  Network,  a  registry 
that  allows  parents  to  store  their  chil- 
dren's pictures,  fingerprints,  and  other 
data.  For  fees  ranging  from  $50  to 
$250,  Ideon  will  notify  pohce  and  work 
with  private  investigators  to  locate 
missing  kids.  In  March,  Kahn  also  be- 
gan test-marketing  direct-mail  sales  of 


reproductions  of  Vatican  artworks. 

Kahn  argues  these  diverse  business- 
es all  share  one  thing:  sophisticated 
computerized  marketing  techniques. 
They  are  linked  not  by  what  they  sell, 
but  how:  "We're  a  family  of  service 
companies  that  are  information  tech- 
nology-based," he  says.  "We  all  use 
database  marketing  either  to  sell  or  de- 
Hver  our  customer  service." 
MIDAS  TOUCH.  Kahn  argues  that  by 
shaiing  databases  and  knowhow,  all  the 
companies  under  Ideon  will  benefit. 
Alone,  Wright  Express  never  had  the 
money  or  the  skills  to  analyze  the  data 
generated  by  its  cards.  Now  it  is  using 
Ideon's  computers  to  develop  new  fi- 
nancial services  for  its  transportation- 
company  clients.  And  Kahn  argues  that 
Family  Protection  Network  will  also 
benefit  from  SafeCard's  ability  to  regis- 
ter vast  amounts  of  consumer  data, 
then  rapidly  notify  authorities  counti-y- 
wide  of  problems. 

So  far,  however,  the  Midas  marketing 
touch  Kahn  displayed  at  at&t  seems 
to  be  missing.  Although  Kahn  project- 
ed the  PGA-linked  card  would  have 
500,000  to  1  million  subscribers  by 
yearend,  it  has  gotten  off  to  a  poor 
start.  "It  could  be  that  our  offer  was 
just  too  complex  and  we  need  to  sim- 
plify it,"  Kahn  says. 

Nor  has  Family  Protection  Network 
worked.  Kahn  blames  poor  marketing. 
But  it  has  also  mn  into  opposition  from 
police  forces  and  nonprofit  agencies  that 
work  with  famihes  of  missing  children, 
who  say  the  business  simply  exploits 
fears  without  providing  real  security. 

Meanwhile,  costs  have  soared.  With 
hundreds  of  additional  personnel  soon 
to  fill  Ideon's  new  $39  miUion  Jackson- 
ville headquarters,  coupled  with  shai-p- 
ly  higher  marketing  and  research-and- 
development  spending,  overhead 
rocketed  47%,  to  $43.3  million  last  year. 
And  shareholders  complain  that  they 
have  received  scant  explanation  for 
why  Ideon  has  gotten  so  little  for  its 
money  on  the  new  products.  "[Ideon] 
has  offered  no  defense  of  their  mar- 
keting research  or  of  how  they  went 
into  the  new  products,"  says  one. 
"They've  essentially  said,  'Trust  me, 
it's  going  to  work.' "  Analysts  say  they 
no  longer  have  a  clue  what  yearend 
results  will  look  like — and  that's  why 
the  stock  has  fallen  so  far,  so  fast. 
Right  now,  the  verdict  on  this  first- 
time  entrepreneur  is  not  good. 

By  Antonio  N.  Fins,  ivith  Jane  Tan- 
ner, in  Jacksonville,  Fla. 


Kahn's  businesses  at  Ideon  all  share  an  emphasis  on 
sophisticated  computerized  marketing 


Entertainment 


ACQUISITIONS 


WHArS  A  SATELLITE 
COMPANY  LIKE  YOU... 

COMSAT'S  buying  spree  has  Wall  Street  wondering 


Bruce  L.  Crockett  and  Charlie  Lyons 
were  having  a  ball  answering  re- 
porters' questions  by  phone  from 
COMSAT  Corp.'s  Bethesda  (Md.)  head- 
quarters on  May  25.  Comsat's  ceo  and 
president  invited  suggestions  on  what  to 
rename  the  Quebec  Nordiques,  the  Na- 
tional Hockey  League  team  they  had 
just  bought  for  $75  milhon.  They  joked 
about  the  hoopla  announcing  a  new 
name  could  provide. 

But  Wall  Street  wasn't  exactly  laugh- 
ing. After  all,  five  years  of  Comsat's  per- 
sistent attempts  to  divei-sify  from  satel- 
hte  communications  into  various  fomns 
of  the  entertainment  business  have  gen- 
erated a  stock  price  of  around  19 — about 
where  it  was  in  1989.  "The  question," 
says  Smith  Barney  Managing  Director 
Charles  W.  Schelke,  "is  whether  a  tele- 
communications company  should  be 
undertaking  this  kind  of  diversification 
in  the  fii'st  place." 

If  you've  never  heard  of  comsat,  that's 
because,  until  recently,  it  specialized  in 
the  prosaic  business  of  delivering  other 
people's  data,  voice,  and  video  informa- 
tion via  satellite.  It  was  created  as  a 
publicly  traded  company  by  the  govern- 
ment in  1963  to  Unk  U.  S.  phone  compa- 
nies to  the  global  network  of  Intelsat 
communications  satellites.  By  1989,  it 
had  grown  into  a  $475  million  operation, 
but  that  year,  comsat  execs  began  to 
see  that  fiber  optics  threatened  the  core 
business.  They  needed  a  hedge. 

So,  since  1989,  comsat  has 
used  its  hefty  cash  flow  to 


sports  teams.  PepsiCo  Inc. 
will  pony  up  some  $70  mil- 
lion to  post  its  name  on  the 
building. 

With  aU  the  acquisitions, 
Comsat's  entertainment  as- 
sets provided  19%  of  the 
company's  $826.9  million  in 
1994  revenues.  Pi-oblem  is, 
investors  who  were  used 
to  steady  satellite  earnings 
worry  about  the  fickle  na- 
ture of  sports  and  movies. 
Comsat's  entertainment  as- 
sets posted  a  thin  $11  mil- 
lion profit  last  year  on  revenues  of  $157 
million.  But  in  the  first  quarter,  enter- 
tainment lost  $3.2  million  because  of 
steep  equipment  amortization  in  its  On 
Command  business  and  costs  at  the  stu- 
dio. Beacon  Communications  Coi-p. 
ON  SALE?  The  loss  dropped  Comsat's 
ovei-aU  fu-st-quarter  profit  to  $14.6  million 
from  last  yeai''s  $20.2  million.  Smith  Bar*- 
ney  Inc.'s  Schelke  estimates  that  1995 
eaiTiings  will  sink  to  $133  million  from 
$150  million  in  '94.  So  investors  have 
been  pushing  comsat  to  spin  off  part  of 
the  entertainment  unit  to  shareholders 
or  find  partners  willing  to  invest.  Crock- 
ett says  he'd  consider  such  options  and 
vows  to  boost  the  stock  price. 

But  he  also  sees  promise  in  what  he 
has.  Entertainment  is  Comsat's  fastest- 
growing  unit,  and  the  company  has 
done  a  fine  job  of  tuiTiing  around  the 


NUGGETS  TO  NORHIOUES 


Despite  its  risk  and  cash 
demands,  entertainment  is  t] 
fastest-growing  part  of  COM! 

CROCKETT  INTENDS  TO  MAKE  FIVE  MOVIES  A  Yl 


imitate  Ted  Turner  (table).  •  •,• 

It  has  bought  the  Denver   (!9¥.^.'^J.  ^^^9^^^1^l^^^^   

1989  Bought  a  63%  stake  in  the  Denver  Nuggets  basketball 
team  for  $18  million.  Gained  full  control  in  1992. 


Nuggets  basketball  team,  a 
Hollywood  film-production 
company,  one-third  of  a  Den- 
ver theme  park,  and  On 


1991  Acquired  a  47%  stake — later  mcreased  to  74% — in 


Nuggets,  which  had  only  2,500  s 
ticket  holders  in  1990.  Today,  th( 
sells  more  than  13,000  season  t 
turning  a  small  profit.  The  Nor 
offer  a  similar  opportunity.  Aner 
tendance  in  tiny  Quebec  City  ha( 
diques  officials  projecting  $28  mil 
losses  ovei'  the  next  two  years 
crazy  Denver,  though  it  once  re 
pro  hockey,  should  be  more  supp 
As  for  On  Comm.and,  comSjs 
doubled  the  number  of  hotel  ro^ 
services,  to  590,000,  according 
seai'cher  Paul  Kagan  Associates, 
market  leader  Spectravision  Inc 
chains  such  as  Hilton  Hotels  Corj 
Crockett  is  stepping  up  TV  and 
production,  comsat  and  Liberty 
a  unit  of  Tele-Communication^, 
jointly  own  a  TV  studio  in  Den-; 
make  local  sports  programs.  COMS 
boost  production  at  E; 
the  maker  of  The 
to  Wellville  and  The 
rnitments,  to  five  r 
annually. 

All  that  takes  moni 
patience,  and  Wall  St«l 
notoriously  short  on  fA 


Command    Video    Corp.,    On  Command  Video,_which  delivers  movies  to  hotel  rooms.  _      ter.  "We  intend  to  1 


which  beams  pay-TV  pro- 
grams via  satellite  to  nearly 


1994  Merged  with  telecommunications-equipment  maker 
Radiation  Systems  for  $150  million  in  stock 


place  where  you  can 
to  see  a  movie,  a  ball 


600,000  hotel  rooms.  Now,   or  to  play,"  says  E 


Crockett  is  adding  the  Nor- 
diques, which  will  move  to 
Denver  And  with  partner 
Anschutz  Coip.,  he's  building 
a  $132  million,  19,000-seat 
Denver  ai*ena  to  house  the 
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1994  Paid  $29  million  for  Beacon  Communications,  a 
production  company. 


film 


Chairman  Armayan 
stein.  Sounds  great, 
vestoi-s  prefer  a  place 
^  for  steady  earnings 

$132  million,  19,000-seat  arena  in  Denver.  Ronald  Groi 

MAY,  1995  Purchased  the  Quebec  Nordiques  hockey  team 
for  $75  million. 


JANUARY,  1995  With  Anschutz,  committed  to  building  a 


Los  Angeles 


velopments  to  Watch 


ED  BY  PETER  COY 


I.  THAT'S  GOOD  BACTERIA 


MATURE,  ONE  OF  THE 

t  things  that  newly 
;hed  chicks  eat  is  their 
,hers'  feces.  Fecal  bacte- 
thrive  in  the  chicks'  in- 
,ines,  keeping  more 
mful  organisms  from 
ng  hold.  Thus,  by  separ- 
g  about-to-hatch  eggs 
ti  their  layer  hens,  mod- 
poultry  production 
;es  the  chicks  more  sus- 
;ible  to  salmonella  and 
pylobacter,  which  cause 
ases  in  humans.  In  Eu- 
i.  as  a  result,  many 
ks  are  fed  a  substance 


derived  from  excrement. 

U.  S.  Agriculture  Dept. 
researchers  Norman  J. 
Stern,  J.  Stanley  Bailey,  and 
Nelson  A.  Cox  Jr.  say  they 
have  developed  an  approach 
that  is  more  focused  and  ef- 
ficient: They  feed  chicks 
only  the  kinds  of  bacteria 
that  compete  with  salmonel- 
la and  Campylobacter.  The 
bacteria  come  from  secre- 
tions along  a  chicken  intes- 
tine's lining.  The  bacteria 
are  collected  from  slaugh- 
tered chickens,  cultured,  and 
mixed  with  water  that  is 


then  sprayed  on  chick.s  am 
given  as  dnnkmg  water. 

In  tests  conducted  at 
Continental  Grain  Co.,  a 


New  York-based 
poultiy  producer, 
the  Agriculture 
team's  technique 
reduced  the  inci- 
dence of  salmonel- 
la in  chicken  car- 
casses to  less  than 
10%  vs.  35%  in  a 
control  group.  So 
far,  it's  less  effec- 
tive against  cam- 
I  lylobacter. 

Continental 
Grain  has  licensed 
the  I SDA  patent  and  is  seek- 
mg  Food  &  Drag  Adminis- 
tration approval  to  use  the 
method  commercially. 


MUCH  CASH 
lYOU  Gon 
YOUR  WALLET 

5LIND   PEOPLE,   IT  IS 

to  handle  paper  cur- 
U.S.  bills  are  all  the 
size,  so  often  the  only 
D  tell  a  $10  bill  from  a 
i  is  to  ask  someone 
an  see.  But  soon,  the 
ssion  "money  talks" 
lave  a  new  meaning. 


tem  of  ink  detected  by  the 
beam  is  matched  against 
those  stored  in  a  computer 
chip,  and  the  result  is  fed  to 
a  voice-synthesis  chip. 

Earlier  this  yeai;  her  Mon- 
ey Talks  electronic  wallet 
won  Phillips  the  No.  2  prize 
in  the  Westinghouse  Science 
Talent  Search,  a  $30,000 
scholarship.  More  recently, 
the  invention  earned  her 
nearly  $20,000  in  prizes  at 
the  International  Science  & 
Engineering  Fair.  And  that 
may  be  just  the  beginning. 
Phillips  has  a  patent  pend- 
ing, and  she  has  already  ne- 
gotiated licenses  with  several 
companies.  Which  ones?  Phil- 
lips demurs:  "My  lawyer  says 
I  shouldn't  say." 


FROM  PHOTOS 
TO  3-D 

MODELS-FAST 


THIS  ON-SITE  LAB  SLASHES  CLEANUP  COSTS 


/ 

:y  C.  Phillips,  an  18- 
Id   senior   at  Long 
High  in  Lido  Beach, 
has  invented  a  wallet- 
idget  that  reads  the 
r  in  the  comer  of  a  bill 
:ien  announces  the  bill's 
iination  over  a  little 
r.  It  makes  no  differ- 
i  'hich  side  of  the  bill  is 
I  ause  an  infrared  beam 
is  through  the  paper  as 
><  s  the  comer.  The  pat- 


WHEN  HAZARDOUS-WASTE 

areas  are  cleaned,  about 
40%  of  those  considerable 
expenses  go  toward  collect- 
ing and  testing  water,  soil, 
and  air  samples.  In  addi- 
tion to  the  high  cost  of  the 
laboratory  work,  it  can  of- 
ten take  months  to  get  the 
results  back. 

One  solution:  equipment 
that  can  measure  contami- 
nants right  on  site.  Tufts 
University  chemist  Albeit 


THE  MAKING  OF  3-D  COMPUTER 

models  of  real-world  objects 
is  an  excruciating  process. 
Hundreds  or  even  thousands 
of  points  on  the  surface  of 
the  object — be  it  an  actor's 
face  or  a  skyscraper — have 
to  be  specified  and  translated 
into  spatial  coordinates  that 
the  software  can  read. 

Eos  Systems  Inc.  figured 
the  process  would  be  a  lot 
simpler  if  computers  could 
"stretch"  a  regiilai;  flat  photo 
into  a  thi'ee-dimensional  mod- 
el. So  the  Vancouver  (B.  C.) 
company  devised  a  simplified 


Robbat  has  developed  one 
such  "laboratoiy  in  a  box." 
Robbat's  kit  combines  a  gas 
chromatogi'aph  and  mass 
spectrometer  in  a  one-cubic- 
foot  metal  box  that's  fight 
enough  for  two  people  to 
lug  out  to  a  cleanup  site, 
and  it  provides  quick  read- 
outs on  the  presence  of  gas- 
oline, pesticides,  solvents, 
and  other  noxious  stuff.  The 
box  slashed  the  time  it  took 
to  analyze  mateiials  at  a 


approach  to  photogramme- 
try — the  process  used  for 
drawing  latitude  lines  on 
maps. 

Two  photos  taken  from 
slightly  different  angles  are 
placed  side  by  side  on  a  com- 
puter screen.  After  the  loca- 
tions of  corresponding  points 
in  both  photos  have  been 
ticked  off,  the  computer  can 
create  a  stereo  view.  To  build 
a  complete  model  that  can  be 
fed  into  computer-aided  draft- 
ing (CAD)  systems,  the  proce- 
dure is  repeated  for  all  sides. 

Among  Eos  Systems'  fii'st 
customers  are  forensic  engi- 
neers, who  reconstract  crime 
scenes  in  3-D,  and  TRW  Inc., 
which  uses  the  technique  to 
survey  power  plants. 


Navy  base  in  Yuma,  Aiiz., 
last  year,  Robbat  says. 

Still,  only  5%  of  all  sam- 
ples collected  at  hazardous- 
waste  sites  are  analyzed  in 
the  field,  according  to  Tufts' 
Center  for  Field  Analytical 
Studies  &  Technology.  Why? 
Manufacturers  are  reluctant 
to  produce  innovative  test- 
ing gear  because  it  can  take 
yeai's  to  get  lawyer-shy 
regTilatoi-s  to  approve  test- 
ing done  outside  of  conven- 
tional laboratories,  say 
Tufts  researchers. 


Science  &  Technology 


MEDICINE 


IS  MEDICARE  BEING 
A  LIHLE  TOC  CAREFUL? 


Doctors  are  fuming  over  its  coverage  of  experimental  devices 


Dr.  David  M.  Steinhaus  hates  telling 
his  elderly  patients  that  America's 
vaunted  medical  system  won't  give 
them  the  best  available  care.  But  that's 
just  what  Medicare  is  forcing  him  to 
do,  he  says. 

Until  a  year  ago,  the  Kansas  City 
(Mo.)  cai'diologist  routinely  implanted 
the  most  advanced  pacemaker  or  defib- 
lillator  into  people  whose  hearts  needed 
the  electric  shocks  those  devices  pro- 
vide. Not  anymore.  Medicare  now  re- 
fuses to  reimburse  hospitals  and  doc- 
tors for  procedures  that  use  so-called 
investigational  devices — those  that 
haven't  yet  been  officially  approved  by 
the  Food  &  Drug  Administration,  but 
may  be  accepted  by  doctoi-s.  As  a  result, 
Steinhaus'  jjatients  over  age  65 — most  of 
his  practice — end  up  with  dated  tech- 
nology. "It's  utterly  ridiculous,"  he 
fumes.  "How  many  patients  have  to 
leave  the  hospital  without  the  best  de- 
vices, or  perhaps  even  die,  before  the 
government  does  something  about  this?" 

Steinhaus  isn't  the  only  one  who's 
livid.  The  flap  over  Medicare  reim- 
bursement for  investigational  devices 
has  become  a  major  issue  for  many 
medical-device  companies.  To  develop 


To  Pay  or  Not  to  Pay 


Legal  fights  have  led  hospitals  to  obey  a  long- 
ignored  directive  denying  Medicare  reimburse- 
ment  for  non-FDA-approved  medical  devices.  The 
policy  was  designed  to  protect  the  elderly  from  po- 
tentially unsafe  experimental  devices.  Instead, 
physicians,  hospitals,  and  companies  say  the  pol- 
icy is  having  these  negative  effects: 

•  Most  patients  over  age  65  no  longer  have  ac- 
cess to  the  most  advanced  pacemakers,  defibril- 
lators, or  heart  valves. 

•  In  some  cases,  costs  to  taxpayers  are  higher, 
since  devices  that  work  better  and  last  longer 
save  money. 

•  Medical-device  companies  are  moving  clinical 
trials  of  new  devices  to  other  countries.  As  a  re- 
sult, U.S.  physicians  will  be  less  familiar  with  the 
devices  when  they  are  eventually  approved. 


new  technology,  the  industiy 
depends  on  getting  paid  for 
these  experimental  de- 
vices, which  can 
cost  thousands  of 
doUai's  apiece,  ex- 
plains Ronald  A. 
Matricaria,  ceo 
of  St.  Jude  Med- 
ical Inc.  in  St. 
Paul,  Minn.  "But 
all  of  a  sudden, 
they  changed  the 
rules,"  he  says.  One 
example:  U.  S.  hospi- 
tals shut  down  clinical 
trials  of  St.  Jude's  ini 
proved  heart  valves,  even 
though  the  valves  could  save 
Medicare  money  because  they 
last  longer 

HIGH  STAKES.  Such  devices  are  still  in 
the  development  and  testing  stage,  of 
course.  But  they  are  typically  refine- 
ments of  proven  technology  and  there- 
fore not  as  risky  as  a  totally  new  device. 
Even  so,  both  types  require  fda  ap- 
proval. Increasingly,  however,  the  test- 
ing of  investigational  devices  isn't  being 
done  in  the  U.  S.  A  new  survey  of  med- 
ical-device makers  funded 
by  the  Health  Industry 
Manufacturers  Assn. 
(HIMA)  shows  that  more 
than  two-thirds  plan  to 
move  clinical  trials  of  im- 
plantable devices  to  Eu- 
rope, Canada,  or  other 
countries  because  of  the 
reimbursement  controver- 
sy. Industiy  experts  wam 
that  this  trend  could  j)ull 
U.  S.  doctors  off  the  lead- 
ing edge  of  medical  inno- 
vation— and  transfer  tech- 
nology and  jobs  abroad. 

Given  such  high  stakes, 
hospitals,  physicians,  and 
medical  companies  are 
mounting  a  legal  assault 
to  change  Medicare's  poli- 
cy. On  May  1,  a  gToup  of 
23  hospitals — including 
powerhouses    such  as 


Mount  Sinai,  Julnis  Hopkins,  andp 
Medical  Center — filed  suit  in  U.S 
trict  Court  for  the  Central  Disti 
California  against  the  Health  &  H 
Services  Dept.  (HHS).  They  charge 
the  rule  was  issued  illegally  undt 
Administrative  Procedure  Act. 

In  addition,  lobbyists  are  wc 
with  Representative  William  M.  Tij 
(R-Calif.)  and  Senator  Onin  G. 
(R-Utah)  on  drafting  a  fix.  "We  ai- 
ing  Medicare  comes  to  its  senses,'f 
Steven  Speil,  associate  vice-pre ' 
for  policy  at  hima.  If  not,  he  addi 
bill  should  do  the  trick.  i 
Go  ahead  and  get  the  lawTnaktf 
volved,  say  regulators.  Sources  < 
Health  Care  Financing  Adminisf 
(HCFA),  which  administers  Medicaii 
HCFA  favors  a  legislative  solutioi;: 
bureaucratic  problem.  Ti'ouble  it 
bill  may  have  a  tough  time  fine), 
place  on  Congi'ess'  crowded  ageni 
The  seed  for  this  controversy 
planted  back  in  1986,  when  HCFA  > 
a  manual  to  Medicare  payers.  Onli 
vision  among  many  stated  that  "n'i 
procedures  or  services  performed  t 
devices  which  have  not  been  app' 
for  marketing  by  fda"  were  not!' 
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Information  Processing 


covered.  The  intent  was  to  ensure  that 
people  got  treatments  only  after  the 
FDA  deemed  them  safe. 

But  the  policy  was  almost  universally 
ignored  for  yeai^s.  Hospital  officials  claim 
they  either  weren't  aware  of  it  or  didn't 
believe  it  applied  to  most  investigation- 
al medical  devices.  Whatever  the  reason, 
many  of  the  nations'  top  hospitals  rou- 
tinely billed  Medicare  for  procedures 
using  these  devices,  hcfa  claims  it  had 
no  idea  this  was  general  practice. 

This  cozy  mutual  ignorance  was  shat- 
tered a  year  ago  when  a  still-unnamed 
whistle-blower  filed  a  citizen's  suit  in 
Seattle.  It  accused  hospitals  of  defraud- 
ing the  government  by  charging  for-  un- 
appi'oved  devices,  leading  hhs  sleuths  to 
investigate.  They  subpoenaed  a  decade 
of  records  fi'om  130  U.  S.  hospitals  rep- 
resenting "a  real  who's  who"  of  cardiac 
care,  says  Susan  C.  Waltman,  general 
counsel  of  the  Greater  New  York  Hos- 
pital Assn.  The  hospitals'  response  was 
to  halt  virtually  all  clinical  trials  involv- 
ing Medicare  patients. 
"FRUSTRATING."  In  some  cases,  the  im- 
pact on  the  quality  and  cost  of  care  was 
dramatic.  Cardiac  arrest  survivors  typ- 
ically need  defibrillators  to  shock  their 
hearts  back  to  normal  whenever  the 
ft-agile  organ  races  out  of  control.  For 
several  years,  the  standard  device  was 
so  large  that  it  had  to  be  implanted  in 
patients'  abdomens.  But  Minneapolis- 
based  Medtronic  Inc.  built  a  much  small- 
er version  that  could  fit  in  the  pectoral 
region.  In  trials  at  the  Mayo  Clinic,  says 
cardiologist  Stephen  C.  Hammill,  the 
new  device  reduced  deaths  from  the  ac- 
tual operation  from  3.8%  of  patients  to 
zero — and  cut  hospital  costs  after  im- 
plantation from  $24,000  to  $13,000.  Yet 
Mayo's  doctors  could  no  longer  use  the 
device  for  Medicare  patients — unless 
they  found  another  way  to  pay  the  bills. 

The  FDA  approved  the  smaller  defib- 
rillator this  spring,  making  it  eligible 
for  Medicare  reimbursement.  But  now, 
Hammill  can't  use  an  even  better  ver- 
sion, which  needs  only  one  wire  thread- 
ed into  the  heart  instead  of  two.  "It's 
frustrating,"  says  Hammill.  "We  are 
falling  behind  Canada  and  Europe  in 
what  we  can  provide  for  our  patients." 

Meanwhile,  the  Health  Dept.  Inspec- 
tor General's  office  is  finishing  its  fi'aud 
probe,  which  sources  say  is  largely  a 
fizzle.  Investigators  appear  ready  to 
seek  indictments  against  only  a  handful 
of  doctors  or  hospitals  that  clearly  knew 
about  the  hcfa  policy  yet  charged  for 
investigational  devices.  Most  of  the  na- 
tions' top  medical  centers  won't  be  ac- 
cused of  fraud.  As  outcomes  go,  it  will 
be  small  potatoes — and  small  consola- 
tion to  patients  who,  as  a  result,  are 
now  stuck  with  yesterday's  technology. 

By  John  Carey  in  Washington 


COMPUTERS 


APPLE'S 
ASSAULT 

CEO  Spindler  has  lots  of  new  products.  He'll  need  thei 


Since  Apple  Computer  Inc.  nearly 
ran  itself  into  a  ditch  two  years 
ago,  its  future  has  been  in  ques- 
tion. With  Microsoft  Windows  be- 
coming increasingly  dominant  and  Ap- 
ple's market  share  slipping,  rumors 
surfaced  that  the  company  would  be 
sold — to  IBM,  Motorola,  at&t,  Oracle, 
Canon,  or  a  Japanese  consortium.  You 
name  it.  "This  company  is  not  for  sale," 
says  Chief  Executive  Michael  Spindler 
"I  can't  comment  on  rumors  that  people 
invent.  But  some  of  them  ai-e  just  nuts!" 

Not  only  is  Apple  not  takeover  bait, 
says  Spindler,  the  world's  No.  2  PC  mak- 
er has  "its  house  in  order"  and  is  in 
tip-top  fighting  shape.  This  summer,  Ap- 
ple wiU  let  loose  a  fusillade  of  new  Mac- 
intoshes and  PowerBooks,  beefed  up 
with  the  speedy  PowerPC  chip  and 
starting  at  about  $1,600 — 12%  cheaper 
than  today's  cheapest  Power  Macin- 
toshes. It  has  reorganized  to  zero  in  on 
its  traditional  strength  in  the  home,  ed- 
ucation, small-business,  and  entertain- 
ment markets.  The  Windows  version  of 
Apple's  eWorld  amves  this  fall,  boosting 
its  presence  in  the  online  world.  And 
after  idling  on  the  side  of  the  road  for  a 
year,  Apple  is  nosing  back  onto  the  In- 
fonnation  Superhighway  with  orders  for 
5,000  TV  set-top  boxes.  Vows  Spindler: 
"You  will  see  a  very  aggressive  Apple." 


That's  critical,  since  Apple  stil 
an  uphill  fight  to  regain  worldwide 
ket  share,  which  dipped  to  8.3' 
year  from  9.4%  in  1993.  If  the 
continues  heading  south,  even  th( 
loyal  developers  of  Mac  software 
start  looking  for  bigger  marketjk 
Spindler's  turnaround  could  langi 

Spindler  says  he'll  have  all  the 
py,  low  cost  products  he  needs.  A 
has  authorized  for  this  fall  the  h 
advertising  blitz  in  the  company's 
ry  to  win  over  new  customers,  p 
larly  in  the  fast-growing  home-P 
ment.  Apple  executives  aren't  t 
numbers,  but  the  record  to  beat 
$100  million  that  analysts  say 
spent  during  last  year's  Christmas 
"MAJOR  BATTLE."  Apple  also  is  g 
back  into  the  trenches  to  try  t< 
back  in  the  coiporate  market.  It's 
and  transferring  employees  from 
departments  to  fonn  a  core  grou 
will  descend  on  customers  in  kej 
kets.  These  so-called  "customer 
tion"  commandos  will  combine  A 
technology  with  products  from 
companies  to  solve  buyers'  needs 
as  videoconferencing,  sales-for( 
tomation,  and  publishing  systems 
Daniel  L.  Eilers,  senior  vice-pre 
for  worldwide  customer  soh 
"There  is  a  major  battle  brewing 
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The  Power  Mac 
hasn't  slowed 
Apple's  slide  in 
the  corporate 
PC  market 


HOME 

Still  growing, 
but  lost  No.l  slot 
to  Packard  Bell 


GOVERNMENT 

Making  slight 
headway,  but  the 
market  is  one- 


EDUCATION 

Competitors  an 
seriously  erodii 
Apple's  lead  in 


in  the  hottest  eighth  the  size  of  this  longtime 
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Me's  real  battle  will 
ence  on  Aug.  24 — 
Microsoft  Corp.  is 
uled  to  ship  Win- 
95.  A  major  update 

Microsoft  operat- 
fstem,  Win  95  will 
BM-compatible  PCs 
rts  of  new,  whiz- 
labilities — including 
of  the  Mac's  "ease 
e"  features.  Not 
s  Microsoft  poised 
end  an  estimated 
million  promoting 
)roduct  this  fall, 
.  of  computer  and 
ire  makers  will  be 
I  the  Win  95  band- 
1.  Analysts  predict 

be  an  instant  hit: 
lion  copies  in  just 
lonths. 

GENERATION.  The 

will  rock  Apple's 
nd  could  scuttle  its 
,0  retake  mark'it 
Test  copies  of  Win 
V  in  the  hands  of 
400,000  customers 
hat  the  program  still  falls  short  of 
ac  in  areas  such  as  "plug  and 
(which  makes  it  possible  to  add 
irdware  without  I'eprogi'amming). 
in  95's  elegant,  new  look  is  closing 
p.  Says  Windows  promoter  Gor- 
Eubanks,  ceo  of  software  maker 
tec  Corp.:  "I  don't  think  Apple 
way.  But  it's  hard  to  see  this  as 
ews  for  Apple." 

reaction  around  Apple's  Cuperti- 
lif.)  headquarters  is  predictably 
Employees  have  a  new  slogan: 
'  )5  is  Mac  '89."  And  when  they 
3  get  serious,  they  show  off  Mac 
3  next-generation  Macintosh  op- 

■  system  called  Copland.  Due  in 
)6  at  the  earliest,  Copland  fea- 
i  heavy  dose  of  agent  technolo- 
Ftware  programs  that  automati- 
erform  tasks  for  you,  such  as 

■  E-mail  or  making  travel 
jments. 

I  Copland  anives,  however,  Ap- 
1  be  fighting  with  conventional 
:s — powerful  new  models,  lower 
and  lots  of  ads.  The  first  wave, 
pie  insiders,  will  begin  June  19 
second-generation  Power  Mac 
is  the  now-industiy-standard  PCi 

■  connecting  major  subsystems 
the  Mac.  This  new  model  will 
;  604  PowerPC  chip,  giving  it 

ij  mce  the  oomph  of  today's  Power 
n  .July  and  August,  there  will 
iiKjre  Power  Macs  and  two  Pow- 
-cil  Performas,  boosting  Apple's 
till-  the  home. 

p'trtables  will  hit  Aug.  28  when 


Apple  brings  out  the 
first       PowerPC  based  UPHILL  FIGHT 
PowerBooks,  priced  fi-om  c^fWy^-p  dpvplnnprs 

$2,000  to  $3,500.  These  ^oiware  ceveiopers 
will  weigh  less  yet  have  could  abandon  Apple  if 
a  bigger  screen  than  to-  Spindler  Can't  deliver 

day's  PowerBooks.  Apple  new  productS  that  will 

executives  are  particu-  ,       f       i   x  i 

larly  enthusiastic  about  boost  market  Share 

the  new  PowerBooks: 
Their  research  indicates  that  10%  to 
15%  of  PowerBook  buyers  own  Win- 
dows machines,  and  they  figure  the 
PowerPC  models  could  attract  more  con- 
verts. Says  Eilers:  "We  are  perfectly 
positioned  for  the  best  [December]  quai'- 
ter  in  the  company's  history."  The  old 
record:  profits  of  $188  million  on  sales  of 
$2.8  billion,  set  last  year. 
TOUGH  SELL.  Chief  Financial  Officer 
Joseph  A.  Graziano  is  also  predicting 
big  things.  He  figures  the  company  can 
boost  its  market  share  one  percentage 
point  this  year — even  in  the  face  of  Win 
95.  Analyst  Bruce  Lupatkin  of  Ham- 
brecht  &  Quist  Inc.  is  forecasting  1995 
fiscal  year  net  income  of  $530  million 
on  a  23%  jump  in  i-evenue,  to  $11.3  bil- 
lion. That's  up  70%  over  last  year's  lack- 
luster showing  of  $310  million.  The  stock 
is  around  42,  up  from  the  mid-30s  late 
last  year.  Says  Lupatkin:  "Apple  is  do- 
ing real  well.  And  Apple  management  is 
feeling  very  good  right  now.  But  that 
doesn't  diminish  the  long-tenn  thi'eats." 

The  biggest  among  them  remains  loss 
of  market  share.  That's  where  the  clone 
strategy  comes  in.  So  far,  only  startup 
Power  Computing  Corp.  sells  main- 


stream Mac  clones.  It 
says  it  will  sell  100,000 
machines  in  the  next  12 
months.  By  summer,  Pio- 
neer and  others  will  join 
the  Apple-cloner  ranks. 
This  winter,  consumer- 
electronics  maker  Bandai 
is  expected  to  launch 
Pippin,  a  $500  multimedia 
player  that  plugs  into  the 
TV  and  iTins  existing  Mac 
CD-ROM  titles.  Pippin  first 
will  be  sold  in  Japan.  If 
it  clicks,  it  will  hit  the 
U.S.  in  the  fii'st  half  of 
1996.  Rick  Shriner,  an 
Apple  vice-president, 
predicts  that  500,000  to 
1  million  Pippins  will  be 
sold  next  year. 

Shriner  heads  Apple's 
new  Interactive  Media 
Group,    charged  with 
moving  Mac  technology 
into  emerging  markets — 
thus  giving  software  de- 
velopers greater  incen- 
tive to  stick  with  the 
Mac.  So  far,  his  team  is 
getting  into  interactive 
TV  with  $750  Apple  set- 
top  boxes  adopted  for 
trials  in  Britain,  Belgium, 
Sweden,  Norway,  and 
GeiTnany.  Apple  says  the 
boxes  won't  add  much  to 
the  bottom  line  but  will 
extend  the  Mac's  reach. 
Are  software  develop- 
ers getting  the  message?  It's  far  too 
early  to  tell,  but  there  is  anecdotal  evi- 
dence that  Apple  is  at  least  holding  its 
own.  While  Microsoft  is  pushing  Win 
95  as  a  game  platfonn,  for  instance,  Ap- 
ple is  attracting  new  game  developers, 
too.  ID  Software,  the  maker  of  top-sell- 
ing Doom;  Lucas  Aits,  the  company  be- 
hind the  popular  Rebel  Assault;  and 
Virgin  Interactive,  which  sells  the  hit 
7th  Guest,  are  converts.  They  say  they 
were  won  over  by  Apple's  licensing  pro- 
gram and  multimedia  lead — Apple  was 
the  No.  1  seller  of  multimedia  PCs  last 
year,  according  to  Dataquest  Inc. 

Mac  may  still  be  a  tough  sell  to  hard- 
core Windows  developers  focused  on 
productivity  progi-ams — the  bulk  of  to- 
day's market.  Says  J.  Paul  Grayson,  ceo 
of  Microgi-afx  Inc.,  which  has  no  plans 
for  Mac  versions  of  its  Windows  gi-aph- 
ics  programs:  "I  have  serious  doubts 
about  Mac.  It  may  have  peaked."  Such 
remarks  drive  home  Apple's  challenge. 
While  Spindler  may  have  put  the  com- 
pany in  tip-top  shape,  he  still  has  to 
win  the  fight. 

By  Kathy  Rebello 
in  Cupertino,  Calif. 


The  National  Organizatioi^{ 
Salute  Members  of  t 


'm  calling  on  CEO's 
of  companies  large 
and  small  to  join  this 
concerned  group  of 
business  leaders. 
Hire  us!  We're  good 
for  business. 
Look  beyond  our 
disabilities  and 
all  America 
gains.' 


Jim  Brady,  Vice  Chairman 
National  Organization 
on  Disabilitv 
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1' 
he  CEO 
Council  was 
established  by  the 
National  Organization  on 
Disability  (N.O.D.)  to  expand 
the  employment  of  people 
with  disabilities. 

Through  their  annual 
membership  contributions, 
CEO  Council  members 
support  N.O.D: s  important 
efforts  to  increase  the 
participation  of  people  with 
disabilities  in  the  workplace 
and  in  all  aspects  of  Ij^e. 
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LONG  JOURNEY,  HAPPY  ENDING: 
ADOPTING  A  FOREIGN  CHILD 


It  was  midnight,  July  1, 
1994,  when  our  son, 
Luan,  stepped  off  the 
plane  at  Newark  Internation- 
al Aii'port.  For  Luan,  this 
was  the  end  of  a  long  journey 
from  Vietnam.  For  my  hus- 
band, Steve,  and  me,  it  was 
the  joyous  end  of  our  own 
journey,  which  began  12 
months  earlier,  when  we  de- 
cided to  adopt  a  child. 

When  the  time  came  to 
have  a  family,  we  found  out 
that  at  ages  42  and  37  it 
wasn't  going  to  be  as  easy — 
or  as  natural — as  we  had 
hoped.  We  stalled  treatments 
for  infertility  but  knew  we 
wouldn't  try  for  long.  We 
preferred  to  spend  our  time 
and  money  building  our  fam- 
ily through  adoption  instead 
of  pursuing  costly,  often  in- 
vasive, medical  treatment. 
For  us,  adoption  was  never 
a  second-best  way  to  have  a 
child — simply  a  different 
route  to  parenthood. 

From  the  beginning,  two 
things  were  certain:  We 
wanted  an  agency  adoption 
rather  than  an  independent 
one,  in  which  a  couple  makes 
arrangements  directly  with 
the  biith  mother  And  as  long 
as  the  child  was  mentally 
healthy,  we  were  fle.xible  as 
to  sex,  race,  and  nationality. 
RESEARCH.  I  started  collecting 
infoi'mation  from  numerous 
organizations  and  reading 
piles  of  books.  I  made  dozens 
of  phone  calls  and  followed 
every  lead.  Speaking  with 
adoptive  parents  was  helpful. 
We  •  explored  adopting 
through  the  N.Y.  State  So- 
cial Services  Dept.  but  kept 
iTinning  into  dead  ends.  Some 
programs  were  closed  to  us 
because  of  our  age  or  religion. 
I  was  interested  in  adopting 
fi"om  China,  but  at  that  time, 
the  Chinese  had  temporarily 


COMING  HOME:  Noiv,  author  Kit-hen  timls  i 


■emember  life  without  Luan 


closed  their  doors  to  outside 
adoption.  (They  were  re- 
opened at  the  end  of  1993.) 
Because  of  obligations  at 
home  and  work,  we  were  un- 
enthusiastic  about  spending 
weeks  or  months  ovei-seas.  So 
we  narrowed  our  focus  to 
countries,  such  as  Korea  and 
India,  that  allow  children  to 
be  escorted  to  the  U.  S.  to 
complete  the  adoption. 

One  of  the  organizations  I 
contacted  wa^s  the  Internation- 
al Concerns  Committee  for 
Children  (ICCC)  in  Boulder, 


Colo.  (303  494-8333).  It  pub- 
lishes a  monthly  photo  book 
with  pictures  of  adoptable  chil- 
dren fi-om  around  the  world. 
The  fu'st  issue  I  received  con- 
tained a  photo  of  a  beautiful 
girl  from  Vietnam — 8  years 
old,  according  to  the  book. 
There  was  something  in  her 
eyes  that  di'ew  me.  Contacting 
the  agency  handling  her  case. 
International  Mission  of  Hope 
(IMH),  in  Thornton,  Colo.,  I 
learned  that  I  would  need  to 
work  through  a  licensed  New 
York  agency,  but  that  IMH 


could  handle  the  logisti 
pajjei-work  at  the  Vieti 
end.  I  immediately 
Steve  at  work  to  h 
know  I'd  found  the  ac 
progi'am  for  us. 

The  domestic  agen 
chose  was  America! 
International  Aid  &  Ac 
(AIAA)  in  Bii-mingham, 
(810  645-2211),  whichlso 
censed  and  has  an  of 
New  York.  On  Nov.  1 
we  sent  our  completed 
cation — the  ftrst  forma 

While  our  applicatid 
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Finding  a  Child  Overseas 

Adoption  rules  vary,  depending  on  age,  marital  status,  and  the  child's  nationality 

•       Childless  couples  or  singles 
ilila  aged  35-50  may  adopt  healthy 
its;  families  with  children  or  those 
;r  35  or  over  50  are  eligible  for  infants 
minor  health  conditions,  such  as 
ma,  or  older  children;  takes  5-7 
ths  for  referral;  expect  to  spend  less 

2  weeks  m  the  country;  cost: 
,000  plus  travel. 


inQHAT*  Childless  couples  up  to 
/UdUUl  their  mid-40s  for  infants; 
'  couples  and  families  with  kids  can 
it  children  214  and  up;  singles  can 
it  children  of  the  same  sex  age  5  and 
)  months  for  referral;  3-4  weeks  in 
try;  cost:  $10,000  plus  travel 


TnrliQ  Co'^P'ss  under  42  for  infants; 
llLU.ici  single  women  may  adopt  spe- 
cial-needs infants  or  children  age  5  and 
up;  8-12  months  for  referral;  escorts  avail- 
able; cost:  $9,000  plus  travel. 

K"r4T»aQ  '^°'^P'^^  mwsX  have  been  mar- 
IvUlcd/  ried  at  least  three  years,  be 
no  more  than  40  years  older  than  the 
adopted  child,  or  age  45;  6-12  months 
for  referral;  escorts  available;  cost: 
$12,000  plus  travel. 

RiiQClQ  C°'^P'^^  °''  single  women  to 
IVUoold/  age  55  can  adopt  children  6 
months  and  older;  6-12  months  for  referral; 
escorts  available;  cost:  $9,000  plus  travel. 


processed,  we  filed 
with  the  Immigration 
uralization  Service  au- 
ng  an  FBI  check  of  our 
prints,  which  would 
getting  a  U.  S.  visa 
child  was  selected.  We 
et  the  caseworker  who 
do  the  home  study  and 
it-placement  follow-up. 
ime  study  assesses  the 
lity  and  commitment 
applicants.  I  was  ner- 
leeting  the  caseworker 
5  first  time,  thinking 

1  said  a  v^rong  word, 
9  turned  down.  But  he 

put  us  at  ease,  allow- 
to  speak  openly  about 
irriage  and  our  vision 

family. 

G.  It  was  then  time  to 
child.  After  learning 

2  girl  in  the  photo  was 
lan  we  thought,  prob- 
loser  to  11,  we  did 
oul-searching  and  de- 
'e  were  ready  to  adopt 
r  child.  We  assembled 
3sier  of  financial  and 
'.  statements,  personal 
and  other  documents 
iled  with  government 
5  in  Vietnam.  Then  we 

A  month  later,  in 
IT,  1994,  we  received 
iting  news.  The  or- 
girl's  extended  family 
/ided  to  take  her  in, 

agTeed.  I  was  angry 
'  didn't  know  sooner, 
e  most  frustrating 
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thing  was  tiying  to  deal  with 
a  process  going  on  thousands 
of  miles  away,  over  which  we 
really  had  no  control. 

IMH  promised  to  refer  an- 
other child,  and  we  continued 
to  wait.  In  April,  we  got  a 
fax  with  a  bluny  photo  and 
sketchy  details  about  a  3/4- 
year-old  boy.  Named  Pham 
Thanh  Luan,  he  was  healthy 
and  adoptable.  Soon  we  re- 
ceived more  photos.  He  was 
cute,  but  looked  angry  and 
sad.  We  knew  that,  given  the 
chance,  we  could  bring  a 
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Steve  and  I  filed  our  formal 
application.  Our  total  cost: 
around  $15,000. 

I  realized  on  the  way  to 
Newark  Airport  that,  until 
Luan  came  off  that  plane, 
nothing  was  for  sui'e  for  me. 
Waiting  beside  the  jet  way,  my 
legs  were  Hke  iTibber;  I  felt 
as  if  I  was  going  to  throw  up. 
But  Moti  Irani,  oui"  contact  at 
AIAA,  had  given  me  wise  ad- 
vice. She  told  me  to  keep  re- 
membering Luan's  experi- 
ence— that  after  all  the 
unfamiliar  people  speaking 


more  than  an  hour  at  a 
stretch.  But  even  through  the 
roughest  times,  it  was  clear 
we  had  become  parents  of  a 
strong,  sensitive,  exceptional 
son  with  a  sense  of  humor. 

That  was  10  months  ago. 
Today,  Luan  is  a  healthy, 
bright  little  boy  who  loves 
his  computer,  playing  Ninten- 
do, eating  pizza,  and  having 
his  mom  and  dad  read  to  him 
at  bedtime.  He  understood 
English  words  quickly  but 
still  struggles  to  speak  the 
language. 

ROOTS.  We  believe  it's  impor- 
tant to  help  Luan  maintain  a 
connection  to  his  Vietnamese 
cultui-e.  Against  the  advice  of 
many,  we  opted  to  keep  his 
Vietnamese  name.  Since  he 
already  knew  it,  I  thought  it 
wouldn't  be  fair  to  start  call- 
ing him  Henry  or  John.  We 
read  him  Vietnamese  stories, 
play  Vietnamese  music,  and 
have  made  ftiends  vdth  sev- 
eral Vietnamese.  A  few 
months  ago,  we  took  him  to  a 
celebration  of  Tet,  the  Viet- 
namese New  Year.  Luan  is 
quickly  becoming  an  Ameri- 
can, but  we  want  him  to  be 
proud  of  where  he  was  born. 

Our  biggest  lesson:  Adop- 
tive parents  must  be  flexible. 
If  you  have  always  had  your 
heart  set  on  a  girl,  think 
again  about  a  boy.  And  don't 


One  group  publishes  a  photo 
book,  updated  monthly,  with  pictures  of 
adoptable  children  from  around  the  world 


smile  to  his  face.  We  started 
to  fix  up  a  bedroom. 

The  Vietnamese  officials 
processed  his  paperwork  in 
only  weeks.  Because  there 
were  no  diplomatic  relations 
between  Vietnam  and  the 
U.  S.,  Luan  waited  a  month 
to  travel  with  an  escort  to 
Thailand  to  get  his  U.  S.  visa 
there.  Once  the  Bangkok  em- 
bassy processed  his  visa,  he 
was  on  a  plane  within  hours. 
So  we  had  a  mere  24  houi's 
notice  of  his  arrival.  It  was 
eight  months  from  the  day 


strange  languages  and  the 
hours  of  travel,  the  world 
must  seem  scary  to  him. 
Thinking  about  him  kept  me 
strong. 

Moti's  words  guided  us 
through  those  fii'st  days,  as 
we  worked  to  deal  with 
Luan's  fear,  homesickness, 
and  inability  to  speak  our  lan- 
guage, as  well  as  his  medical 
problems:  He  airived  with  in- 
testinal parasites  and  bad 
skin  sores.  Luan  screamed 
nightly  for  his  mother;  it  was 
weeks  before  he  slept  for 


restrict  yourself  to  adopting 
an  infant.  One  of  the  great 
things  about  Luan  was  that 
he  arrived  with  a  more- 
developed  personality  than  an 
infant;  part  of  the  experience 
was  getting  to  know  him. 

Sure,  the  adoption  process 
is  often  filled  with  anxiety, 
frustration,  and  disappoint- 
ment. But  if  you  persevere, 
there  can  be  a  happy  ending. 
Luan  is  oui-  son,  and  Steve 
and  I  are  his  parents.  It  just 
doesn't  get  any  better  than 
that.  Ina  Kichen 
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FINDING  A  WAY 
THE  ADOPTION 


THROUGH 
MAZE 


Adoption  is  a  long 
and  arduous  process, 
fraught  with  the  risk 
that  your  child  won't 

turn  out  the  way  you  hoped. 
In  other  words,  it  has  many 
similarities  with  giving  birth. 
Despite  those  high-profile 
horror  stories  about  toddlers 
being  removed  from  their 
adoptive  homes,  seven-year 
waits  for  infants,  or  exorbi- 
tant costs,  "adoption  works," 
says  Sandra  Gosline,  a  Phila- 
delphia woman  who  adopted 
a  newborn  214  years  ago. 
"Just  keep  plugging  away." 

If  you  persevere — and 
have  deep  pockets — you  can 
adopt  a  healthy  newborn, 
says  Arline  Tannenbaum,  di- 
rector of  adoption  services 
at  Work/Family  Directions, 
a  Boston-based  firm  offering 
consultation  and  referral  to 
nearly  200  corporations.  In 
the  U.  S.,  roughly  60,000  chil- 
dren are  adopted  annually. 
About  half  are  infants  of  the 


same  race  as  the  adoptive 
parents.  Also,  half  are  chil- 
dren with  special  needs, 
which  may  simply  mean  they 
are  older  than  2  or  have  to 
be  placed  with  siblings. 

Before  you  begin  the  pro- 
cess, a  lot  of  research  and 
some  soul-searching  is  in  or- 
der, says  Lois  Oilman,  au- 
thor of  The  Adoption  Re- 
source Book.  If,  like  most 
people,  you  are  considering 
adoption  because  of  infertil- 
ity, "the  main  question  you 


need  to  come  to  terms  with 
is,  do  you  want  to  have  a 
baby,  or  parent  a  child,"  says 
Oilman.  If  it  is  parenting  you 
are  after,  there  are  thou- 
sands of  children  who  need 
you  here  in  the  U.  S. 

First,  learn  the  laws  in 
your  state.  Contact  public 
and  private  agencies  for 
information.  Read  books,  join 
parent  groups,  attend  con- 
ferences, and  tell  everyone 
you  can  think  of  about  your 
plans  to  adopt  as  a  way  to 
expand  your  con- 
tacts. Also  check 
with  your  employer:  A  1993 
study  by  Hewitt  Associates 
found  that  18%  of  1,000  large 
companies  surveyed  re- 
imburse some  adoption  costs. 
Coca-Cola,  for  example, 
provides  up  to  $4,000  per 
adoption. 

COSTLY  PROCESS.  You'll 
need  the  help  because  adop- 
tion is  getting  increasingly 
expensive.  For  an  infant,  ex- 
pect to  spend  between 
$10,000  and  $20,000— largely 
to  cover  the  birth  mother's 
care,  says  Tannenbaum.  Oth- 
er trends:  Domestically,  birth 
parents  are  getting  more  say 
in  deciding  who  adopts  their 
children  and  demanding  more 
opportunities  to  stay  in  touch. 
And  U.  S.  courts  are  enforc- 
ing biith  father  rights,  so  try 
to  make  sure  the  biological 
father  has  signed  legal  docu- 
ments giving  up  his  rights. 
Some  couples  turn  to  interna- 
tional adoption  in  part  to 
avoid  the  risks  of  birth  par- 
ents resurfacing. 

Since  there  is  most  de- 
mand for  healthy  white  in- 
fants, these  are  the  hardest 
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children  to  adopt.  The  ■ 
flexible  you  can  be  aboi 
age,  race,  health,  and 
ground  of  the  child,  the 
er  and  less  expensiv< 
process  will  be.  If  you  w 
"baby,"  does  it  have  to 
newborn,  or  could  it  be 
dler?  Is  it  a  high  priorit; 
your  child  be  physical 
mentally  healthy?  Woul 
enjoy  and  be  proud  tc 
ent  a  child  of  a  differem 
or  culture?  "The  most  ii. 
tant  thing  is  that  the  p- 
is  comfoi 
with   the  ^. 


they  are  choosing  to 
says  Oilman. 

If  you  want  an  infan' 
essentially  have  two  ch 
You  can  use  a  private  aj 
which  entails  long  wait 
high  fees.  Some  agencie 
have  requirements  abou 
religion,  and  marital  stai 
prospective  parents.  Agi 
typically  put  together 
including  a  home  study 
by  a  social  worker,  a  pi 
and  a  letter  you  write  t 
birth  mother  describing 
self,  your  home,  and 
plans  for  the  baby.  The 
mother  usually  gets  to  c 
the  adoptive  parents 
among  several  files. 

Another  option  is  to 
a  baby  available  for  adc 
on  your  own,  a  pr 
known  as  independent  o 
vate  adoption.  If  you  ar 
familiar  with  the  proce 
may  appear  unseeml 
first.  It  essentially  inv 
networking  among  fril 
doctors,  and  other  pr 
sionals  and  advertisir 
newspapers  to  locate  a 
mother.  You  then  set  i 


Adoption  Resources 


ADOPTIVE  FAMILIES  OF  AMERICA  (AFA)  800 

372-3300.  Can  direct  you  to  local  parent  groups 
and  free  information.  Call  for  its  64-page  Guide 
to  Adoption  and  a  catalog  of  parenting  resources. 

AMERICAN  ACADEMY  OF  ADOPTION 
ATTORNEYS  Box  33053,  Washington,  D.C. 
20033-0053.  Write  for  a  free  list  of  lawyers  who 
help  with  independent  adoptions. 

NATIONAL  ADOPTION  INFORMATION 
CLEARINGHOUSE  301  231-6512.  Offers  re- 
ferrals and  free  information  on  how  to  adopt. 


NORTH  AMERICAN  COUNCIL  ON 
ADOPTABLE  CHILDREN  612  644  3036.  / 
vocates  for  "waiting"  children,  who  may  be( 
er,  physically  or  mentally  handicapped,  have 
emotional  problems,  or  be  in  sibling  groups. 


BOOKS:  Tlie  Adoption  Resource  Book  by  Lo, 
Oilman  ($12),  Adopting  After  infertility  by 
Patricia  Irwm  Johnston  ($14),  The  Essential 
Adoption  Handbook  by  Colleen  Alexander-Rob 
($13.95).  Available  through  AFA. 


J 
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0  Above  and  Beyond  Your  Bottom  Line 


e  1995  Business  Week  Forum  of  Financial  Directors 

oe  Financial  Director:  Sentinel  of  Value 

ire's  a  new  breed  of  Financial  Director.  One  who's  looking  beyond  corporate  finance 
'.  taking  charge  of  overall  corporate  strategy.  Join  Business  Week  a.nd  the  Financial  Directors 
Europe's  business  community  tor  face-to-face  interaction  and  discussion  on  how  today's 
ancial  Director  is  doing  more  than  ever  to  improve  the  bottom  line. 

^       1        tmnc  In  association  with: 

-18  October  1993  eunetcom 

le  Regent  London  , ,  t'^^"^^^,  Grpup,  inc. 

*^  Union  Bank  or  Switzerland 


ndon,  U.K. 


Unisys  Corporation 


ured  Speakers:    Peter  Sutherland,  Chairman,  Allied  Irish  Bank,  Director  General,  GATT,  1993-95 
Sir  David  Frost  OBE,  Broadcaster/Interviewer 
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Personal  Business 


800-number  "baby  phone"  in 
your  home  and  wait  for 
pregnant  women  to  call.  A 
lawyer  usually  acts  as  inter- 
mediary, and  you  pay  the 
woman's  pre-birth  expenses. 
Such  adoptions  aren't  al- 
lowed in  a  few  states,  such 
as  Connecticut. 

While  independent  adoption 
may  be  quicker,  it  is  very  ex- 
pensive and  much  riskier, 
since  birth  parents  often  back 
out.  But  today  about  half  of 
all  infants  are  adopted  this 
way,  estimates  the  nonprofit 


Adoptive  Families  of  Ameri- 
ca. If  you  pursue  this  course, 
hire  an  experienced  lawyer. 
RICH  REWARDS.  To  adopt  one 
of  this  country's  estimated 
100,000  "waiting"  children 
currently  in  the  foster-care 
system,  you  can  go  through 
your  state's  public  agency  at 
no  cost  to  you.  Subsidies  may 
even  be  available  for  mental- 
ly or  physically  handicapped 
kids.  "You  need  to  go  into  it 
with  your  eyes  wide  open 
and  know  that  there  are  ad- 
ditional difficulties"  raising  a 


child  that  may  have  emotion- 
al problems,  says  Charlotte 
Vick  of  the  North  American 
Council  on  Adoptable  Chil- 
dren. But  seeing  such  a  child 
thrive  in  a  pennanent  home 
can  be  greatly  rewarding. 

It's  wise  to  pursue  several 
channels  at  once,  advise  Nan- 
cy and  Ernie  Cozadd  of 
Southern  California.  They 
suffered  the  disappointment 
of  having  the  birth  father 
suddenly  appear  to  protest 
their  long-planned  adoption 
the  day  they  went  to  the  hos- 


pital to  take  their  ne  V 
daughter  home.  "Rathe 
keeping  this  child  in 
and     dragging  evt 
through  the  mud,  we  1 
go,"  says   Nancy  C' 
Luckily,  a  month  lat 
agency  offered  them  a 
old  girl  and  her  5-ye. 
brother  who  were  sla 
be  separated.  Now  th 
zadds  can't  imagine  life 
out  Tony  and  Mary., 
their  struggles  seem  a 
sacrifice  to  have  the  tu 
dren  they  love.  Amey 


SMART  MONEY 


SOLACE  WHEN 
ADOPTION  DEALS  SOUR 


Shayna  and  Joel 

Billings  thought 

their  long  wait  to 

adopt  a  baby  was  al- 
most over.  They  had  found 
a  willing  birth  mother,  sup- 
ported her  financially  dur- 
ing the  last  trimester,  and 
were  even  there  to  cut  the 
umbilical  cord  when  she 
gave  birth.  But  11  days  af- 
ter the  Billings  took  baby 
Jeffrey  home,  the  biological 
mother  changed  her  mind. 
Although  the  Billings  were 
devastated  emotionally, 
they  got  a  measure  of  finan- 
cial solace  thanks  to  a  little- 
known  form  of  insurance 
that  provides  protection 
when  adoptions  fail. 
"SECOND  CHANCE."  Luckily, 
after-  an  eai-Uer  adoption  at- 
tempt by  the  Mountain 
View  (Cahf.)  couple  soured 
when  the  father  objected, 
the  Billings  had  bought  a 
$5,000  insm-ance  policy — 
which  recouped  half  the  cost 
of  Jeffrey's  failed  adoption. 
"It  doesn't  make  up  for  the 
emotional  pain  of  losing  the 
baby,"  Shayna  Billings  says, 
but  "this  [insurance]  gives 
you  a  second  chance  if  it 
doesn't  work  the  fii'st  time." 

For  a  fee  ranging  from 
$750  to  $1,950,  adoptive  par- 


ents can  cover  $5,000  to 
$30,000  of  certain  expenses 
if  a  birth  parent  decides  to 
keep  the  baby.  Developed 
and  sold  by  San  Jose  (Cal- 
if. )-based  Jardine  Insurance 
Brokers'  offices  nationwide, 
and  undei-written  by  Fire- 
man's Fund  Insurance, 
the  policy  is  gaining  pop- 
ularity as  adoption  costs 
rise  and  cases  such  as 
that  of  Baby  Richard, 
an  Illinois  4-year-old  ^ 
who  was  returned  to 
his  birth  parents  af- 
ter a  protracted  le- 
gal battle,  draw 
widespread 
attention. 

Experts  esti- 
mate that  each 
year,  10%  of  the 
nation's  60,000  do- 
mestic adoptions  fall 
thi'ough.  The  most  common 
reason:  a  change  of  heart  by 
the  birth  mother  or,  increas- 
ingly, by  the  father  Jardine 
says  demand  for  the  policy, 
which  became  available  na- 
tionally in  1994,  is  up  70% 
this  year.  Only  domestic  in- 
dependent or  private  adop- 
tions are  covered,  but  Jar- 
dine soon  hopes  to  offer 
coverage  for  the  8,000  for- 
eign adoptions  that  take 
place  each  year. 

Available  in  49  states — ap- 


proval is  pending  in  Virgin- 
ia— the  insurance  makes  the 
most  sense  in  areas  where 
medical  and  legal  fees  are 
high  and  state  law  does  not 
restrict  the  amount  prospec- 
tive parents  can  spend  subsi- 
dizing birth  mothers.  In  Cali- 
fornia, for  instance,  private 
adoptions  can  typically  cost 
more  than  $10,000.  For  many 
couples,  losing  that  kind  of 


i 


birth  mother's  needs — s 
as  rent,  food,  medical  bi 
or  counseling.  Only  10% 
the  policy  can  go  towai^ 
adoptive  parents'  persoi 
expenses.  And  the  plan 
won't  pay  for  a  legal  fig 
keep  the  baby.  Also  rerr 
ber  that  the  poKcy  prot< 
you  only  if  a  birth  parei 
reneges,  not  if  you  do.  ( 
option,  available  for  an 
$200  to  $450,  pays  you  i 
the  event  of  a  stillbirth 


miscamage. 


i 

ov 


money  means  givmg  up  any 
hope  of  finding  another  child. 
"Many  of  these  people  have 
ah-eady  paid  tens  of  thou- 
sands of  dollars  for  fertility 
treatments,"  says  Ait  Ad- 
ams, the  Jardine  executive 
who  designed  the  policy. 
"They  can't  afford  to  take  a 
chance." 

Be  careful,  though.  Adop- 
tion insurance  is  designed  to 
protect  the  money  prospec- 
tive parents  spend  on  a 


Is  adoption  co' 
age  worth  the  pi 
Because  the  p 
mium  cost  ad 
up  to  10%  tc 
15%  of  the 
cy's  face 
"that  makes  i 
pretty  expense 
says  Robert  Hue 
director  of  insur-an, 
for  the  Consumer  F< 
ation  of  America.  But 
John  Kozero,  a  Firemai 
Fund  spokesman,  says 
insurer  has  been  paying 
$1.08  in  claims  for  every  [fl 
premium  dollar  taken  in  i 
Lawyers  warn  that  ei  M 
with  adoption  insurance 
place,  spending  large 
amounts  of  money  on  aM 
potential  birth  mother  is 
risky.  "Even  a  woman  w 
seems  absolutely  secure 
her  decision  [to  give  up 
child]  can  change  her  n^l 
once  the  baby  is  bom,"  i 
tions  Aaron  Britvan,  an 
adoption  attorney  in  Woi 
buiy,  N.Y.  Nelson  Schi^ 
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■s  are  4-week  moving  averages 

iduction  index  continued  its  slide  in  the  week  ended  IVlay  20,  Before 
ion  of  tfie  four-week  moving  average,  ttie  index  rebounded  slightly,  to 
from  119.4.  Gains  in  seasonally  adjusted  output  of  autos,  paperboard, 
ctric  power  led  the  turnaround. 

ding  index  edged  up  slightly  in  the  latest  week,  but  the  unaveraged 
ill  to  254.3,  from  255.2.  Slower  growth  in  materials  prices  and  real 
oans  offset  lower  bond  yields. 

lion  index  copyright  1994  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

QTPPI     ^R/071  t-hniic     r\i  not  ti-ine 

diccL  \Di<Lii  rnous.  ot  nei  ions 

1  QnQ 

1  986# 

-2  8 

AIITIIQ   l^ir>~I\  unite 

HUIUO  \0l  ^  / )  uniis 

1  ft79 

I  oU,o / 

-3  1 

TRIinif^  (f^l01\  unite 

1  9fi  1  1  ^rU 
i  <1D ,  I  i  Jl  Tf 

1  8 

Fl  FI^TDIfi  PAWFR  <^I01\  millir^nc  rtf  I/ilr\Mk«aH  hrc 

CLCviniu  ruffcn  kdic./)  millions  ot  Kiiowau-nrs 

N  A 

>JO,il  J^rr 

N  A 

RRIIIIF.fllL  RFFININfi  l^/97\  thnuQ   nf  hhl  /Hpu 

NA 

14,327# 

NA 

COAL  (5/20)  thous.  of  net  tons 

19,038# 

19,232 

-3.5 

PAPERBOARD  (5/20)  thous.  of  tons 

936. 5# 

885. 4r 

7.9 

PAPER  (5/20)  thous.  of  tons 

831. 0# 

845. Or 

3.5 

LUMBER  (6/20)  millions  of  ft. 

431. 2# 

424.7 

-11.1 

RAIL  FREIGHT  (5/20)  billions  of  ton-miles 

23. 7# 

23,6 

3.0 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  .  American  Forest  &  Paper 
Association,  WWPA',  SFPA',  Association  of  American  Railroads 


ING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

WEEK 

AGO 

%CHG 

PRICES  (5/26)  S&P  EOO 

526.62 

524.35 

15.6 

GOLD  (5/31)  $/troy  oz. 

384.300 

383.100 

-0.5 

MTE  BOND  YIELD,  Aaa  (5/26) 

7.51% 

7.60% 

-5.9 

STEEL  SCRAP  (5/30)  #1  heavy,  $/ton 

142.50 

142.50 

16.3 

RIAL  MATERIALS  PRICES  (5/26) 

113.9 

113.7 

NA* 

COPPER  (5/27)  e/lb. 

135.5 

130.3 

25.0 

SS  FAILURES  (5/19) 

NA 

NA 

NA 

ALUMINUM  (5/27)  2/ib 

87.0 

84.0 

34.9 

STATE  LOANS  (5/17)  billions 

$477.3 

$477. 9r 

11.5 

COTTON  (5/27)  strict  low  middling  1-1/16  in. 

(Z/lb.  108.57 

103.04 

34.7 

SUPPLY.  M2  (5/15)  billions 

$3,617.0  $3,613.7r 

1.2 

OIL  (5/30)  $/bbl. 

18.78 

19.75 

3.2 

CLAIMS.  UNEMPLOYMENT  (5/13)  thous 


367 


368r 


0.0 


Center  tor  International  Business  Cycle  Research  (CIBCR),  Standard 
oody's,  Jourrtal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metats  Week.  Memphis 
market,  NYMEX 


:ompanies).  Federal  Reserve,  Labor  Dept. 
failures  and  real  estate  loans  'Historical 

CIBCR  seasonally  adjusts  data  on 
data  available  from  CIBCR. 

1  FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

REST  RATES 

JAPANESE  YEN  (5/31) 

WEEK 

AGO 

AGO 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

84.43 

87.28 

105.30 

GERMAN  MARK  (5/31) 

1.41 

1.44 

1.66 

L  FUNDS  (5/30) 

6.07% 

5.96% 

4.27% 

BRITISH  POUND  (5/31) 

1.59 

1.58 

1.51 

tCIAL  PAPER  (5/31)  3-month 

6.02 

6.06 

4.60 

FRENCH  FRANC  (5/31) 

4.96 

5.11 

5.67 

GATES  OF  DEPOSIT  (5/31)  3  month 

5.96 

5.99 

4.52 

ITALIAN  LIRA  (5/31) 

1639.5 

1672.3 

1618.8 

ORTGAGE  (5/26)  30-year 

8.04 

8.10 

8.68 

CANADIAN  DOLLAR  (5/31) 

1.37 

1.36 

1.38 

&BLE  MORTGAGE  (5/26)  one  year 

6.03 

6.15 

5.53 

MEXICAN  PESO  (5/31) 

6.153 

6.045 

3.320 

5/31) 

9.00 

9.00 

7.25 

Sources:  Major  New  York  banks.  Currencies  expressed 

in  units 

Der  U.S.  0 

ollar. 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 

except  for  British  pound  m  dollars 

i  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA^^Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


WENT  CREDIT 

ay,  June  7>  Consumers  probably 
out  $7.5  billion  to  their  debt 
\pril.  That's  suggested  by  the 
rease  in  retail  sales  for  the  month. 
.  debt  exploded  by  $13.8  billion, 
St  advance  in  seven  months, 
credit,  which  includes  credit 
I  the  gain,  increasing  by  $6.7  bil- 
3rch.  Installment  debt  outstanding 
amounted  to  18.1%  of  disposable 
lear  the  rate  of  the  highly  lever- 
1980s.  Because  the  Federal 
oes  not  report  how/  much  of  the 
rise  comes  from  increased  bor- 
d  how  much  reflects  smaller  debt 
ts,  it  is  difficult  to  tell  if  the 


recent  debt  bulges  indicate  greater  use  of 
credit  cards  for  convenience,  or,  alterna- 
tively, if  households  are  struggling  to  make 
the  monthly  payments  on  old  borrowing. 

UNEMPLOYMENT  CLAIMS 

Thursday,  June  8,  8:30  a.m.  ►  New  filings 
for  unemployment  benefits  probably  fell 
back  for  the  week  ended  June  3,  to  about 
330,000.  Claims  surged  unexpectedly  from 
the  end  of  April  through  all  of  May.  In  the 
week  of  May  20,  claims  stood  at  380,000. 
On  a  four-week  moving  average,  filings  were 
running  at  their  fastest  pace  in  2/4  years. 
For  the  forecast  week,  the  number  is 
expected  to  fall,  because  state  offices  were 
closed  for  Memorial  Day.  Despite  a  growing 


economy  and  booming  profits,  companies 
continue  to  pare  their  payrolls. 

PRODUCER  PRICE  INDEX 

Friday,  June  9,  8:30  a.m.  ►  Producer  pric- 
es for  finished  goods  probably  increased  by 
a  modest  0.3%  in  May,  according  to  the 
median  forecast  of  economists  surveyed  by 
MMS  International,  one  of  The  McGraw-Hill 
Companies.  Prices  jumped  0.5%  in  April, 
because  of  rising  energy  prices.  Excluding 
food  and  energy,  core  prices  probably  rose 
0.3%  in  May,  the  same  as  in  April.  Despite 
recent  runups  in  commodity  prices,  inflation 
at  the  producer  level  remains  tame.  Total 
prices  are  up  just  2.2%  over  the  past  year, 
and  the  core  rate  is  running  below  2%. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoty  or  feature  with  a  significant 
reference  to  a  compajiy.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Ace  Hardware  39 
Advanced  IVlicro 
Devices  88 

Alcatel  Alsthom  46,  50 
Allstate  Insurance  39 
American  Express  90 
Ameritech  49 
Anchutz  92 

Andersen  Consulting  84 
Apple  Computer  50,  66, 
98 

AT&T  46,50,  66,  90,  98 

Axiom  Capital 
Management  82 

B 


Bally's  42 
Banamex  52 
Banca  Cremi  52 
Banco  Bilbao  Vizcaya  52 
Bancomer  52 
Banco  Union  52 
Bandai  98 
BankAmerica  66 
Bankers  Trust  38,  66 
Bank  of  America  72,  88 
Bank  of  Japan  30 
Banpais  52 
Beacon 

Communications  92 
Bell  Helicopter 
Textron  40 


Boeing  46 
Booz  Allen  & 

Hamilton  66 
Bosch-Siemens 

Hausgerate  41 
Boston  Chicken  82 
Bruce  Dean  61 
Builders  Square  39 

C 


Caere  22 
California  Gold  61 
Candy  41 
Canon  98 

Cardinal  Bankshares  66 
CCI  Asia-Pacific  36 
Chase  Manhattan 

Bank  50,  72 
Chemical  Banking  52, 

66 

Chiquita  Brands  82 
Chrysler  38 
Chrysler  Financial  38 
Citibank  72 
Citicorp  66 
Clifford  &  Wills  61 
Coca-Cola  46,  50,  82, 

104 
Compaq  50 

Computer  Associates  46 
Comsat  92 
Continental  Gram  93 
Corex  Technologies  22 


Court  Alternative 
Group  88 
CyberCash  66 

D 


Daimler  Benz  38 

Dataquest  98 

Delrina  22 

Denver  Nuggets  92 

DigiCash  66 

Dow  Corning  88 

Dr  Pepper/Seven-Up  82 

E 


Eastman  Kodak  50 
Eddie  Bauer  61 
Electronic  Data 

Systems  66 
Encyclopaedia 

Britannica  66 
Eos  Systems  93 

F 


Farmers  Insurance 

Group  88 
Fireman's  Fund 

Insurance  106 
First  Bank  of  the 

Internet  78 

First  Data  Resources  66 
First  Union  66 
First  Virtual  Holdings  66 
Ford  50 

Form  &  Build  54 


Franklin  Mint  61 
Furman  Selz  42 

G 


Geerlings  &  Wade  14 
GE  Information 
Services  66 
Genentech  64 
General  Electric  46 
General  Mills  88 
Gulf  Oil  88 

H 


Hambrecht  &  Quist  82, 
98 

HarperCollins  8 
Hewitt  Associates  104 
Hewlett-Packard  22,  84 
Hilton  Hotels  92 
Home  Depot  39 
Hoover  Europe  41 
Huntington 
Bancshares  66 
Hyundai  41 


IBM  46,50,88,98 

Ideon  Group  90 
id  Software  98 
Ingersoll-Rand  50,  84 
Intel  46,  88 
InterBevNet  46 
Interbrand  Group  41 
Internet  Casinos  78 
Intuit  66,  72 


James  Capel  Pacific  56 
Jardine  Insurance 
Brokers  106 
J.  Crew  61 


MCI 


IJ:M»^  J  POSITIVE 


WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS, 
THERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


Judicial  Arbitration 
Mediation 

Sen/ices/Endispute  88, 
89 


Kellner  Dileo  38 
Kemper  Securities  82 
Kmart  46 

KPMG  Peat  Manwick  8, 
66,  72 

L 


Lands'  End  61 
Legent  46 
Legg  Mason  41 
LG  Group  41 
Lipton  Financial 

Services  82 
LL.  Bean  8,61 
Loom  is  Sayles  38 
Louis  Harris  & 

Associates  49 
LTV  84 
Lucas  Arts  98 
Lund  International  16 

M 


MasterCard  66,  90 
Maytag  41 
McDonald's  50 
McGraw-Hill  107 
MCI  84 

Mecca  Software  72 
Medtronic  94 
Mercantil  Probursa  52 
Merrill  Lynch  41 
MGM  Grand  42 
Micrografx  98 
Microsoft  22,  66,  72,  98 
Midland  Bank  66 
Mirage  42 

MMS  International  107 
Mondex  66 
Montgomery 

Securities  41,  66 
Moody's  Investors 

Service  56 

Morgan  Stanley  46,  50 
Morrison  Knudsen  46 
Motorola  98 

N 


National  Beverage 

Services  50 
National  Leisure  90 
National  Westminster 

Bank  66 
NationsBank  72 
NCR  46 
Nestle  46 
Netl  66 
Netscape  66 
New  Age  Beverages  50 
Nomura  Securities  56 
Novell  22 


Odwalla  82 
Office  Depot  66 
On  Command  Video  92 
Open  Financial 
Networks  66 
Oppenheimer  90 
Oracle  98 

O'Reilly  &  Associates  22 


Pacific  Telesis  Gil 
Patagonia  61  " 
Paul  Kagan 

Associates  92  : 
Pennsylvania  Po\f 

Light  8 

PepsiCo  46,  50,i 
Philip  Morris  46 
Pioneer  Computi 
Portec  16 
Power  Computinjiij 
Premier  Health 
Alliance  64 
Price  Waterhoust 


Quebec  Nordiqui 


Radiation  Systenpt 
Rand  88 
REI  61 

Reuters  66 
Robinson  Helico, 
RSA  66 


SafeCard  Service 
Salomon  Brotherpll! 
Samsung  41 
Sanford  C.  Bern; 
Sears  39 


Security  First  Ne  |,,, 
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Editorials 


I 

A  FLAT  TAX  THAT  AMERICA  MIGHT  BUY 


Bet  you  can't  guess  how  much  it  costs  Americans  to  file 
their  taxes.  The  tax  code  has  become  so  complex  (3,458 
pages)  and  so  intrusive  (the  Internal  Revenue  Service  gets 
more  than  1  billion  Fonn  1099s  annually  to  track  interest,  div- 
idends, and  other  forans  of  business  income)  that  the  cost  of 
compliance  can  be  measured  in  bLUions  of  hours  and  billions  of 
dollars.  Individual  Americans,  including  the  self-employed 
and  the  owners  of  small  businesses,  spend  about  2.1  billion 
hours  each  year  to  do  their  taxes,  while  big  corporations 
take  a  bit  longer — 3.6  billion  hours — to  pay  their  corporate  in- 
come taxes,  according  to  economists  James  L.  Payne  and 
Arthur  Hall.  Dollar  cost?  About  $57  billion  for  individuals  and 
$175  billion  for  companies.  Then,  of  course,  there  is  the  cost  of 
maintaining  the  small  army  of  government  tax  collectors — 
$13.7  billion  for  136,000  iRS  and  other  federal  agents. 

No  wonder  the  ch-umbeat  for  a  flat  tax  or  some  version  of 
a  consumption  tax  is  getting  louder  and  louder  in  Washington. 
The  current  tax  system  has  serious  problems.  It  does  have  a 
high  level  of  compliance,  but  it  is  convoluted,  opaque  and  open 
to  manipulation  by  special  interests.  Even  the  ongoing  effort 
to  cut  taxes  is  rife  with  examples  of  special-interest  lobbying. 
Social  conservatives  want  a  $500  children's  tax  credit  to  bol- 
ster the  family,  investors  and  high-tech  startups  are  pumping 
for  a  capital-gains  rate  cut.  Wall  Street  is  championing  an  ira- 
type  savings  account,  and  there  is  even  a  tax  credit  for  peo- 
ple who  adopt.  All  worthy  causes,  yet  each  one  further  com- 
plicates an  ah'eady  arcane  tax  code  and  reduces  the  overall 
efficiency  of  the  economy. 

NO  SMOKE  AND  MIRRORS  

Better  to  simpUfy.  Simplifying  the  tax  code  accomplishes 
two  goals.  First,  it  permits  the  markets  to  operate  more 
sensibly — ^boosting  growth  and  jobs — by  removing  government 
from  the  economic  decisions  of  businesses  and  citizens.  Income 
would  be  taxed  at  the  same  rate  no  matter  what  its  source, 
and  debt  and  consumption  would  no  longer  be  encouraged. 
Second,  tax  simplification  removes  social  engineering  enacted 
through  the  tax  system.  Political  choices  become  more  trans- 
parent and  accountable.  The  true  cost  of  government  pro- 
grams becomes  much  clearer 

The  logic  of  simplification  has  bred  a  raft  of  proposals, 
some  better  than  others.  The  cuiTent  favorite  appears  to  be 
the  radical  single-rate  flat  tax  of  Representative  Richard  K. 
Armey  (R-Tex.)  that  would  levy  one  17%  tax  on  businesses 
and  individuals,  with  no  deductions  or  credits.  Meanwhile, 
House  Ways  &  Means  Chairman  Bill  Archer  (R-Tex.)  favors 
a  national  sales  tax,  perhaps  in  the  foiTn  of  a  value-added  tax, 
which  levies  taxes  on  each  stage  of  production.  Then  there  is 
the  more  complex  USA  consumption  tax  designed  by  Senate 
Budget  Committee  Chairman  Pete  V.  Domenici  (R-N.M.) 
and  Senator  Sam  Nunn  (D-Ga.).  A  less  radical  Democratic 
proposal,  a  son-of-1986  Tax  Refomi,  would  close  loopholes 
and  lower  all  tax  rates  at  the  same  time. 


We  favor  a. modified  flat  tax  that  would  flatten  tl  i 
structure  into  two  or  three  rates  and  preserve  deducti : 
home  mortgage  interest  contributions.  Here's  our  th 
Europe  has  had  a  vat  in  place  for  decades,  and  it  has  V 
a  bureaucratic  nightmare,  with  exemptions  that  ref 
kinds  of  social-engineering  policies — exactly  what  th^ 
wants  to  reverse.  Since  America  already  has  an  income 
frastinictui'e  in  place  that  people  are  accustomed  to,  it' 
efficient  to  streamline  it,  use  it,  and  not  build  anoth( 
That  way  is  just  simpler 

We  also  favor  making  one  big  political  compromis 
economic  efficiency  by  allowing  deductions  for  mo 
interest  to  stand.  It  is  politically  unreaUstic  to  behe\ 
Congress  would  end  this  deduction  for  middle-class  hon 
ers.  And  estimates  of  the  possible  loss  fi'om  fully  eHm 
the  deduction  range  as  high  as  15%  to  20%  of  the  v 
the  nation's  homes.  That  adds  up  to  a  loss  of  up  to  $1 
in  householders'  net  worth,  the  main  source  of  person 
ings.  These  amount  to  strong  arguments  for  keepii 
mortgage  deduction  but  capping  the  deductible  amo 
the  mortgage  at  $200,0(X).  Totally  eliminating  the  mortg; 
duction  would  be  highly  deflationary,  not  only  in  termt 
tual  asset  values  but  psychologically  as  well. 

FOUND  MONEY  

The  flat  tax  is  also  economically  neuti'al,  while  consuj 
taxes  along  the  Unes  of  the  Nunn-Domenici  bill  favor  ] 
ment.  The  tax  system  should  favor  nothing.  Better 
individuals  and  families  decide  how  they  want  to  spem 
earnings  and  let  the  markets  detemiine  investment  fli 

Finally,  by  using  two  or  three  rates  and  exempti 
comes  of,  say,  up  to  $36,000  for  a  family  of  four,  a  flat  t 
be  designed  so  that  it  doesn't  fall  too  heavily  on  the  pc 
flatteners  agi'ee  that  the  poor  should  be  totally  exempt. 
1980s,  fomier  Representative  Jack  Kemp  (R-N.  Y.)  and 
Senator  Robert  W.  ICasten  (D-Wis.)  suggested  a  plan  wi 
brackets — 20%  on  wages  and  salaries  and  25%  on  otl 
come — that  also  preserved  deductions  for  home  mor 
and  charitable  contributions.  Senator  Bill  Bradley  (D-N.. 
House  Minority  Leader  Richard  A.  Gephardt  (D-Mo.)  ai: 
with  a  plan  with  thi-ee  brackets:  14%,  26%,  and  30^ 
plans  tried  to  lower  the  rates  and  broaden  the  ta> 
while  making  the  tax  system  more  neutral  than  it  is  i 

The  U.  S.  was  headed  in  the  right  direction  under  I 
Reagan  with  the  Tax  Reform  Act  of  1986.  Unfortu) 
policy  reverted  under  both  Republican  and  Democrat 
ministrations.  Tax  simplification  is  an  economic  and 
benefit.  It's  a  wonderful  chance  to  do  three  things:  pr 
gi-owlh  while  cutting  the  goverament,  permit  individua 
businesses  to  make  economically  clean  decisions,  ancgi 
back  to  Americans  billions  of  hom's  and  tens  of  billions  d 
lars  that  they  would  otherwise  spend  on  preparing  the  ti 
es.  Now,  that's  a  sweet  springtime  thought,  isn't  it? 
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Tayler  and  Tyler  may  be  wondering  what  tlie  jubilation  is  about, 
-i       -i    •  -i  Toni  and  Keith  know.  They're  new  parents.  01  two  babies.  But  it's 

I  rlf*  hp^hl£-*Q  i'PI  even  more  than  that.  The  pregnancy  was  a  tough  one,  almost  as 

hard  on  Dad  as  it  was  on  Mom.  So  being  on  the  Babv  side  ol  it  is 
quite  an  accomplishmeTit. 


Mom's  and  Dads  outburst  in  stride. 

Their  savings  made  it  through,  too,  even  with  lots  of  travel  from 
their  farm  to  a  hospital  far  away  (in  Stnith  Dakota,  most  things 
are  far  awa\ )  and  lost  wages  and  intensive  care. 


In  plain  language,  their  AFLAC  insurance  helped  stop  the  money 
from  flowing  out  of  their  pockets  through  holes  in  their  health 
coverage.  The  Halls,  old  and  new  alike,  are  doing  just  line. 


So  here  they  all  are,  happy,  healthy  and  over  it.  {Except  for  the  matter  (jf  diapers.)  Hallelujah! 


AFLAC  is  #/  ill  Pavroll  Marketiiii^.  with  nearly  100, 000  payroll 
accounts  in  the  U.S.  For  iniormation  on  this  simple,  cost-elfective 
way  to  strengthen  vour  employee  health  plan,  please  call  toll-free: 
1-800-99-AFLAC  (1-800-992-3522). 
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Insuring  Over  38 Million 
People  Worldwide 


Heated  Mirrors  with  tilt-down 
feature.  When  reverse  gear  is 
engaged,  both  mirrors  auto- 
matically lower  to  show  what's 
directly  behind  the  rear  wheels. 

Smart  Locks  prevent  the  doors 
from  being  locked  with  the  engine 
off  and  the  key  in  the  ignition. 

Easy  Entry/Exit  Drivers  Seat  auto- 
matically moves  back  two  inches 
when  Ignition  key  is  removed. 

Memory  Profile  System  remembers 
two  drivers'  settings  jor  12 
functions,  including  steering 
effort,  ride  firmness,  radio 
stations,  seat  and  mirror  positions. 

Four-way  Lumbar  Adjustment  fir 
driver  and  front  passenger  Not 
only  inflates/deflates  but  can  also 
be  moved  up  or  down. 

Two-way  Heated  Seats  give  driver 
and  front  passenger  the  choice 
of  cushion  and  seathack,  or  seat- 
back-only  heating,  plus  five 
temperature  settings.' 

Flip-up,  Hands-free  Cellular  Phone.' 

Six-disc  Compact  Disc  Changer 
conveniently  located  mside 
the  console.' 


More  New  Ideas 
Can  Shake  At 


LINCOLN-MERCURY  DIVISION  '^^i^  -Opui.nal 


Mirror- integrated  Electronic 
Compass' 

Virtual  Image  Instrumentation. 

MicronAir  Filtration  System 
removes  pollen  and  dust  as  small 
as  three  microns. 

Adjustahle  Steering  and 
Suspension  System  lets  the  driver 
choose  from  eight  different 
combinations  of  ride  firmness 
and  steering  effort. 

Delayed  Accessory  Power  allows 
operation  of  accessories  for  ten 
minutes  after  the  ignition  is 
turned  off. 

145-watt  ]BL  Audio  System  can 
simulate  five  different  acoustic 
environments.' 


])ur  Competitors 
ng  Board  At. 


ew  Lincoln  Continental 


surprising  itinovations  to  seriously  tax  the  supply  of 


rtect  balance  of  luxury  and  technology.  Powered    midnight  oil  at  every  other  luxury-car  manufacturer.  For 


•valve  V-8  InTech™  System  which  goes  100,000 
)re  its  first  scheduled  tune-up.  Trimmed  in  fine 
i  d  burl  walnut.  And  loaded  with  enough 


more  information,  call  i  800  446-8888. 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


an  acquaintance  by  intertwining  their  trunks.  It's  both  a  greeting  and  a  way  of  sizing  each  other  up. 


Nothing  is  more  natural  than  the  desire  to  make  personal  contact. 
Even  elephants  have  evolved  numerous  types  of  behavior  to  ensure 
the  cohesion  of  the  group  as  well  as  maintain  mutual  respect. 

Good  relationships  need  careful  nurturing. 
We  call  our  approach  "Total  Customer  Care." 

Recognition  of  this  fact  forms  the  basis  of  our  primary  challenge  for 
the  future.  We  call  it  "Total  Customer  Care."  Any  company  that  wants 
to  stay  successful  in  the  highly  competitive  global  marketplace 
cannot  afford  to  rely  on  the  quality  of  its  products  alone.  In  the 
future  our  customers'  requirements  will  be  at  the  forefront  of 
everything  we  do  -  even  more  than  before.  This  means  that  we  have 
to  be  flexible,  and  that  we  need  a  coordinated  approach  and 
an  attentive  ear  to  what  our  customers  have  to  say  to  us.  If  you'd 
like  to  know  more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  BW  1  ,  3  Odell  Plaza,  Yonkers.  NY  10701. 
Maintaining  our  position  as  a  leader  in  special  glass  is 
not  enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 
finding     ways     to     take     our     customers  further. 


a  scHOi 

Total   Customer  C.^ 


IBM'S  LOTUS  STRATEGY  /  DEC'S  TURNAROUND 
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**Basically  my  swing  hasn^t 


Since  joining  the  professional  tour  in 
1980,  Fred  Couples  has  dazzled  the  golfing 
public  with  his  immense  natural  talent 
for  the  game.  Employing  a  wonderfully 
rhythmic  swing  that  seems  to  involve  little 
more  than  lifting  the  club  and  dropping 
it  on  the  ball,  Couples  produces  a  startling 
combination  of  power  and  finesse. 

"Fred's  swing  mirrors  his  personality, 


changed  since  I  was  a  kid; 

F^ed  C'.ouph 

which  is  totally  relaxed  and  effortless,"  sas 
sportscaster  Jim  Nantz. 

Couples  has  captured  the  imaginatiii 
of  the  golfing  public  by  achieving  t\- 
highest  level  of  performance  while  stayii*^ 
faithful  to  a  style  that  is  all  his  own.  Nt 
surprisingly,  he  has  chosen  a  timepieJ 
whose  performance  and  style  are  just  s 
impressive.  Rolex.  j 


Rolex  Oyster  Perpetual  Day-Date  in  18kt  gold  unth  matching  President  bracelet. 
Write  for  brochure  Rolex  Watch  U.S.A..  Inc  .  Dept.  687.  Rolex  Building.  665  Fifth  Avenue,  New  York.  N.Y.  10022-5383 
Rolex, Oyster  Perpetual,  Day -Date  and  President  are  trademarks. 
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HONCHOS 

GRACE  KEEPS  ON 
AMAZING  

DID  THE  RECENTLY  OUSTED 

CEO  of  W.  R.  Grace  &  Co., 
J.  P.  Bolduc,  fire  a  whistle- 
blowing  accountant  who 
questioned  his  ethics?  In  a 
recently  filed  federal  court 
suit  against  both  Bolduc  and 
the  company,  a 
former  Grace  au- 
ditor says  he 
alerted  a  few- 
Grace  board  mem- 
bers that  Bolduc 
may  have  improp- 
erly awarded  a 
Grace  contract  to 
a  construction 
outfit  the  ex-CEO 
had  ties  to. 

Norman  Ea- 
tough,  a  25-year 
Grace  employee 
who  seeks  reinstatement  and 
back  pay,  claims  he  was 
canned  as  audit  chief  in 
June,  1994,  after  telling  the 
board's  audit  committee 
about  Bolduc's  potential  con- 
flict. A  source  close  to  Grace 
tells  BUSINESS  WEEK  that  this 


BOLDUC:  Conflict? 


involved  the  contract  to 
build  a  new  $92  million  plant 
in  Milwaukee  for  79%  Grace- 
owned  Ambrosia  Chocolate. 
The  work  went  to  J.  A. 
Jones,  based  in  Charlotte, 
N.  C,  on  whose  board  Bol- 
duc sits.  The  source  adds 
that  Ambrosia  President 
John  Timson  fought  the 
Jones  selection  but  was  over- 
I'uled  by  Bolduc.  There  was 
no  comment  from 
Ambrosia  or  fi-om 
Jones. 

After  a  falling- 
out     with  the 
Grace  family,  Bol- 
duc was  forced  to 
resign  in  March 
amid  allegations  of 
se.xual  hai-assment. 
Thi'ough  an  attor- 
ney, he  denies  all 
allegations,  includ- 
ing Eatough's. 
Grace   says  the 
whistle-blower  suit  is  without 
merit  and  insists  Eatough's 
dismissal  was  "vahd." 

Ambrosia  Chocolate  is  no 
stranger  to  controversy.  Can- 
nibalistic serial  killer  Jeffery 
Dahmer  once  worked  at  the 
company.      Elizabeth  Lesly 


TRADING  PLACES 

MILK  FUTURES: 
A  SOUR  IDEA? 

AH,  nature's  MOST  NEARLY 
perfect  contract.  The  Chicago 
Mercantile  Exchange  and 
New  York's  Coffee,  Sugar  & 
Cocoa  Exchange  are  seeking 
Washington's  approval  for 
competing  futures  contracts 
on  fluid  milk.  Until  now,  milk 


prices  had  little  need  for 
hedging — or  potential  for 
speculation  profit.  Federal 
supports  and  other  regs  main- 
tain a  piice  floor.  But  budget- 
cutting  may  remove  all  this. 
So  some  daiiy  companies,  in- 
cluding giant  co-op  Land 
0'  Lakes,  back  milk  i\itures. 

Others  in  daiiyland,  how- 
ever, are  sour  on  the  notion. 
"There's  not  a  need,"  con- 
tends Howard  Dean,  CEO  of 
Dean  Foods,  the  No.  1 
55*^.7  U.S.  milk  processor. 

Unlike  soybeans,  milk 
cannot  be  stored  more 
than  a  few  days.  Don't 
expect  a  long-lasting  New 
York-Chicago  milk-futui'es 
bout.  In  past  head-to-head 
competitions,  most  busi- 
ness went  to  one  ex- 
hange.         G)-eg  Burns 


TALK  SHOW  iilt  wasn't  veiy  long  ago  that  Letterman  v,s 
making  fun  of  executives  at  NBC  instead  of  me.'' 

—  Peter  Lund,  CBS  Broadcast  Croup  chief,  telling  affiliates  h 
bottom-ranked  network  would  turn  itself  around,  as  NBC  did 

FOOD  FIGHTS 

SPAGHEHI  WESTERN:  THE  PASTA  SHOOT-ifl 


AMERICAN    PASTA  MAKERS 

are  accusing  Italian  importers 
of  dumping.  Result:  Punitive 
tariffs  may  be  on  the  way, 
hiking  prices  drastically  for 
such  Italian  brands  as 
De  Cecco,  La  Molisana, 
and  Bai'illa.  Thi'ee  U.  S. 
pasta  potentates — Bor- 
den, Hershey,  and 
Gooch — have  filed  a 
complaint  with  the 
Commerce  Dept.,  ac- 
cusing 50  Italian  rivals 
of  taking  government 
subsidies  from  Rome 
to  undei-sell  the  Amer- 
icans. If  Commerce 
concurs,  as  expected,  the  tar- 
iffs could  hit  by  yeai'end. 

While  it  lacks  the  drama 
of  the  multibillion-dollai'  U.  S.- 
Japan face-off  over  autos,  the 
pasta  flare-up  has  a  special 
acnmony.  In  late  April,  Cana- 
da closed  its  borxlers  to  Ital- 
ian pasta.  Imports  account  for- 
only  6%  of  the  $3.9  billion 
U.  S.  pasta  mar'ket,  but  ar-e 


rising  11%  yearly,  wit 
capita  consumption 
record  20  pounds.  The 
ians  ar-e  looking  for-  ove 
expansion  because  con^ 


SHELL  SHOCK:  Prices  are  in  pel 


tion  has  topped  out  at 
(60  pounds). 

The  Italians,  who  den 
dumping  charges,  gript 
U.  S.  pr-oducers  want  t< 
the  growing  American 
ket  for  themselves.  How- 
ie, they  sniff,  that  Ann 
pastas  ar-e  given  Italian  i 
and  sport  Italian  flags  o 
package.  John  Rom 


THE  LIST  LOCATION.  LOCATION... 


HOW  STATES  RATE 
FOR  BUSINESS 

The  West  is  best  for  business, 
says  a  study  by  the  Corporation 
for  Enterprise  Development, 
thanks  to  such  things  as  abun- 
dant resources.  Exception:  Cali- 
fornia, with  its  mediocre  2.0 
grade.  The  study  measures  sev- 
eral areas,  averaged  and  ranked 
here.  At  the  bottom  are  mainly 
Southern  states,  where  low  in- 
comes are  a  hindrance. 


TOP  SIX 

SCOR 

COLORADO 

4 

IDAHO 

3 

MINNESOTA 

3 

DELAWARE 

3 

OREGON 

3 

UTAH 

BOTTOM  SIX 

scof^; 

MAINE 

OKLAHOMA 

li 

KENTUCKY 

LOUISIANA 

0 

ARKANSAS 

0 

WEST  VIRGINIA 

*Grade  point  average  of  letter  grade 
(A  to  F)  in  three  areas:  economic  per 
formance,  business  vitality,  and  dew 
opment  capacity 

DATA,  CORPORATION  FOR  ENTERPRISE 
DEVELOPMENT 
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stop  driving 
yourself 


Choosing  a  mutual  fund. 
How  does  it  make  you  feel? 
In  today's  up  and  down  market, 
it  could  drive  anyone  nuts. 
The  smart  thing  to  do  is 
to  sta rt  sma 1 1  . 
Fifty  dollars  a  month  in 
a  Janus  no-load  mutual  fund. 

Fi  f ty  dollars,  i 
How  does  that  feel?    Start.  To 
think  big.  Janus  Funds . 

Call  for  a  prospectus  containing  more 
complete  information,  including  expens- 
es. Please  read  it  carefully  before  you 
i  nvest  or  send  money  . 

A  plan  of  regular  investing  does  not 
assure  a  profit  or  protect  against 
depreciation  in  a  declining  market. 
Past  performance  does  not  guarantee 
future  results.  Funds  distributed  by 
Janus  Distributors,  Inc.  Member  NASD. 


Start.  To  think  big 


Call  1-800-525-8983  ext.  617 


il  this.  Get  the  information,  prospectus  and  application  you  need  to  get  started. 


Tie 


iress 


State 


Zi  p 


'lus  Funds,  P.O.  Box  173375,  Denver,  CO  80217-3375 
617 


^ FUNDS 

[  $17  billion  in  as.sets  ] 


Up  Front 


PRODUCT  PEEK 

ONE  MORE  PUGE  YOU 
CAN7  ESCAPE  ADS 


TESTING:  Video  pump  pitch 
ADS  HAVE   INVADED  MOVIE 

theaters  for  years;  now 
they're  coming  to  gas  sta- 
tions. Gilbarco,  one  of  the 
leading  gas-pump  makers,  is 
experimenting  with  6-inch 
screens,  cuirently  installed  at 
27  All-up  islands  nationwide, 
beaming  commercials  at  noz- 
zle-giipping  motorists. 

Mostly,  these  captive  audi- 


ences are  being  pitched  stuff 
the  station  sells,  from  candy 
bars  to  car  washes.  After  the 
ads,  a  menu  of  merchandise 
pops  up  on  the  screen  for  you 
to  enter  your  selection.  You 
jmy  at  the  pump  with  a  cred- 
it card  for  the  gas  and  other 
goods. 

Gilbarco,  a  unit  of  Britain's 
General  Electric  PLC,  has  no 
reports  of  driver  disgiTintle- 
ment  at  getting  bombarded 
by  ads.  But  that  may  change 
in  a  few  months  when  the 
company  rolls  out  the  videos 
nationally,  hoping  for  deals 
with  the  majoi'  oil  companies. 
Remember  the  booing  that 
greeted  the  first  ads  to  hit 
movie  screens? 

Stations  with  these  gizmos 
don't  have  to  show  ads.  An- 
drea Kleopa  has  been  treat- 
ing customers  at  her  Shell 
station  in  Miami  to  sports 
programs  and  cnn  at  the 
pump.  However,  since  it 
costs  $31,000  for  a  video- 
ecjuipped  pump  (vs.  $12,500 
for  a  regular  one),  Gilbarco 
thinks  most  owners  will  stick 
to  commercials.  □ 


l-WAY  PATROL 


IF  YOU'RE  SO  SMART,  YOU  CUT  THE  DEFICIT 


NOW  YOU,  TOO,  CAN  BALANCE 

the  federal  budget — without 
lobbyists,  demonstrators,  and 
other  such  democratic  distrac- 
tions. A  new  simulation  game 
has  just  come  onhne  via  the 
Internet's  World  Wide  Web, 
allowing  fiscal-mind-  _^ 
ed  folk  to  tinker 
on  their  PCs 
with  $1.4  trilhon 
in  U.  S.  outlays. 

Want  to  deep-six 
tax  deductions  for 
mortgage  interest? 
Done  in  a  click  of  the 
mouse,  adding  billions  to 
Uncle  Sam's  coffers.  How 
about  beefing  up  the  military? 
Click.  At  the  end,  the  sys- 
tem congratulates  you  if  you 
balance  the  budget.  Actually, 
it's  0.  K.  to  be  off  by  $10  bil- 
lion, which  is  peanuts,  of 
course.  If  there's  a  big  sur- 


plus,  you  get  warned  that 
taxpayers  will  demand  a  re- 
fund. If  a  deficit  still  exists, 
the  system  says:  "Oops." 

The  game,  which  began  on 
May  30,  is  a  civics  lesson 
courtesy  of  the  University 
of  Califomia  at  Berke- 
51  ley's  Center 

for  Commu- 
nity Economic 
Research. 
The  Center's 
^  new  Web  page 
(http://garnet.berk- 
ley.edu:3333/bud- 
get/budget.html)  also 
hows  successfully  bal- 
anced budgets  that  others 
have  ixin  through  the  simula- 
tion. According  to  Web  track- 
ing softwar-e,  120<)  usei-s  have 
hooked  up  to  tiy  their  hand 
with  an  ax — one  from  the 
White  House.      John  Verity 


DRAWN  &  QUARTERED 


OVER  THERE 

DISNEY'S  PLAN  TO 
TERRIFY  EUROPE 

AILING  EURO  DISNEY  HAS  A 

new  thrill  ride  aimed  at  turn- 
ing ai'ound  its  theme  pai"k  by 
luring  thus  far  elusive 
teen  visitors.  The  white- 
knuckle  Space  Mountain 
ride  just  opened  amid  a 
massive  promotion  cam- 
paign. Analysts  say  the 
ride — a  scarier  version  of 
the  Space  Mountains  at 
Walt  Disney's  U.S. 
parks — is  a  make-or-break 
vehicle  that  will  detennine 
if  Euro  Disney  survives. 

The  $120  million  ride 
seems  to  have  the  right 
stuff  for  teen  thrill  seekers. 
You  experience  weightless- 
ness, hurtle  past  meteors,  flip 
upside  down,  and  corkscrew 
in  eerie  silence  through 
space — all  in  the  dark. 


That's  a  lot  like  Eun 
ney's  three  years  of  ( 
tion,  which  have  seen 
million  in  losses.  Space  ! 
tain  is  part  of  a  revai 
that  has  led  the  compa 
rename  the  park  (from 
Disneyland   to  Disne 


MAGIC  KINGDOM?  Just  be  p> 


Paris),  slash  ticket  i 
20%,  and  postpone  deb 
vice.  Attendance  and 
Disney  stock  lately 
.started  to  nudge  up,  bi 
ride  isn't  over.  Stewai 


THE  BIG  PICTURE 


LESS  ROOM  AT  THE  INN 


V, 


OCCUPANCY  RATES 


'90  '91  '92  '93  '94  '95 1 
▲  PERCENT  EST.  ' 

DATA:  SMITH  TRAVEL  RESEARCH 


The  glut  of  U.S.  H 
rooms,  due  to  19}] 
overbuilding,  deal! 
the  lodging  indus! 
a  blow  in  the  earl; 
1990s.  But  with 
increases  in  busir 
and  pleasure  travi 
lately — and  little 
new  construction^ 
occupancy  rates  j 
have  rebounded  i 
smartly.  So  hotel 
profits  are  up  sha! 
(25%  in  1994). 


FOOTNOTES  Americans  who  did  fitness  walking  in  1994:  36  million  (up  54.2%  since  1987);  who  jogged:  33  million  (up 
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in  a  series 


The  Mac  OS  Promise 


Macintosh 
Sj«eni7.5 


The  Mac'OS.  It'swhat  computer  programmers  call  an  operat- 
ing system.  It's wiiat you'll  call  easy  It'swhat  makes  a  Macintosh 
a  Macintosh.  It  makes  you  more  productive.  How  can  you  be 
sure  you're  getting  everything  the  Mac  OS  has  to  offer?  Just  look 
for  the  logo.  On  software.  On  hardware.  Everywhere. 


Plug  and  Play  It's  a  revolutionary  concept  pioneered  by  Apple. 
And  promised  by  many  The  difference  is,  with  the  Mac  OS,  you 
actually  get  it  today  So  when  you  want  to  connect  to  a  network 
or  set  up  a  printer  or  a  CD-ROM  drive  or  any  of  hundreds  of 
other  peripherals  and  accessories,  all  you  have  to  do  is  plug  it 
in  and  get  right  to  work.  Or  play  It's  that  simple. 


What  exactly  is  multimedia?  Use  a  PC  running  the  Mac  OS  and 
it's  anything  you  want.  You  can  add  music,  motion  and  m:igic 
to  presentations,  school  reports,  memos  and  more.  You  can 
edit  videos.  Watch  TV  Or  run  the  hottest  new  multimedia  titles. 


No  matter  what  you  want  to  do,  Mac  OS  helps  you  do  it.  How? 
By  providing  a  consistent  way  to  work  with  everythingyou  buy. 
From  business  software  and  home  finance  pack^es  to  educa- 
tional titles  and  jazzy  new  games -thousands  of  powerful 
(and  fun)  applications  run  under  Mac  OS. 


Used  to  be,  the  only  way  to  get  your  h;indi  on  the  Mac  OS  was  to 
get  your  hands  on  an  Apple  Macintosh.  Today,  you'll  find  it  on 
PCs  from  Radius,  Power  Computing  and  more.The  same  places, 
in  fact,  where  you'll  find  our  new  logo.  For  more  information, 
call  800-472-4342,  ext.  100,  today.  Or  contact  us  via  the 
Internet  at  http://www,info.apple.com/macos/macosmain.html. 


^I'J9S  A/'JA'  t  'lmffukr  Im  Ml  ivi;/*  mermj  llw.\jil>k  loao  ,mtl  MtiwilOih  iire  rcnislm'tl Inuif- 
mttrk\  oj  Ajipk  Compuler  liit  Mul  iiihJ  Ik'  Mrit  fiv  iire  Iriukmark.  iiJ  AfJfile  Compukr  hu  MlttlK  is 
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^-Riviera.  When  was  the  last  time 
you  really  had  fun  in  a  car? 

it's  been  awhile  since  you  were  really  truly 
excited  about  a  car,  take  Riviera  for  a  spin. 

It  has  a  stronger  body  unit  than  any 
other  luxury  coupe  in  the  world.  It's  agile. 
Supercharged.*  And  downright  fun  to  drive. 

Riviera  by  Buick.  Express  yourself. 
For  a  good  time,  call  1-800-4-RlVlERA. 
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PUTTING  THE  RIGHT 
FACE  ON  GRACE 


"Fall  from  Grace"  (Cover  Stoi-y,  May 
29)  paints  a  grossly  incomplete  picture 
of  J.  Peter  Grace. 

Yes,  in  fighting  for  the  survival  of 
the  company  founded  by  his  gi'andfa- 
ther,  Peter  Grace  had  to  scramble  for 
the  right  mix  of  businesses  to  propel 
W.  R.  Grace  into  its  second  150  years. 
But  all  the  businesses  that  Wall  Street 
fell  in  love  with  under  J.  P.  Bolduc's  re- 
cent restructuring  were  built  by  the 
CEO  who  provided  visionaiy  and  entre- 
preneurial leadership  for  five  decades. 

Frederick  E.  Bona 
Former  Vice-President 
Corporate  Communications 
W.  R.  Grace  &  Co. 
Boonton  Towoiship,  N.J. 

DOW  CORNING:  FROM 
CLASS  ACTION  TO  BOYCOTT? 

The  lawyer  from  Dow  Coming  Corp. 
looked  very  smug  and  self-satisfied  in 
"On  the  firing  line  at  Dow  Corning" 
(News:  Analysis  &  Commentary,  May 
29).  But  when  he  threw  a  monkey 
wrench  into  a  commitment  made  to 
400,000  women  who  ai'e  participating  in 
the  class  action,  he  perhaps  forgot  to 
consider  the  business  ramifications  of 
alienating  these  women  and  their  fami- 
lies and  friends.  We  will  be  able  to  track 
both  the  business  and  its  different  prod- 
ucts through  any  reorganization.  The 
boycott  that  will  result  will  amaze  even 
the  most  astute  lawyers  and  business 
managers  of  the  company  who  are  so 
pleased  with  their  recent  action. 

Sue  Mack 
Con-ales,  N.  M. 
Suesky@aol 

THIS  TRADE  WAR 

ISN'T  WORTH  THE  BLOODSHED 

Your  Commentary,  "Even  if  Japan 
breaks  down,  Detroit  won't  win  much" 
(Intel-national  Business,  May  29),  seems 
out  of  touch  with  the  realities  of  U.  S. 
automotive-parts  manufacturers. 


In  a  siu^ey  of  over  2,300  U.  S.  ik 
facturei-  suppliers,  more  than  two- 
said  that  exporting  to  Japan  was 
tie  or  no  interest  to  them.  Anc 
said  that  they  had  little  or  no  intei 
making  an  investment  in  Japan  ii 
duction  or  warehousing  facilities 
effort  to  serve  that  market. 

Clearly,  the  large  multinational 
manufacturers  are  anxious  to  im 
their  penetration  in  Japan's  ori 
equipment  market,  but  these  pre 
would  be  supplied  from  their  pi 
or  future  plants  in  Southeast  Asi; 

So  why  are  we  risking  a  major 
war  over  this  issue?  It  simply  t 
the  influence  of  a  few  politically  m( 
ed  organizations. 

Wilham  A.  R; 
Pinehurst, 

Editor's  note:  Raftery  is  president 
itus  of  the  Motor  &  Equipment  A 
facturers  Assn. 

THE  SQUABBLE 
OVER  LONDON  SKIES 

American  Airlines'  position  i 
U.  S.-U.  K.  aviation  discussions  w; 
fairly  characterized  in  "The  secont 
tie  of  Britain"  (Up  Front,  May  15 

American  Airlines  would  like 
ing  better  than  to  be  able  to  coi 
across  the  North  Atlantic  using  ou 
ployees  and  aircraft  in  the  interna 
marketplace.  We  are  not  interest 
maintaining  restrictions.  Oiu*  preft 
would  be  that  all  carriers  compe 
an  open-skies  environment.  The  i 
minideal  discussed  would  do  noth; 
enhance  U.  S.  carrier  competitiv 
in  the  U.  K.  mai-ket.  It  is  for  this  i 
that  we  oppose  the  deal. 

Edward  R  Fabf 
Vice-President,  Government  A 
American  Ai 
Washi . 

BRINGING  THE  HYBRID 

BACK  HOME  

Regarding  "A  modem  garden 
grandma's  seeds"  (Personal  Bus 
May  22),  it  is  tme  that  many  h\ 
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Now  available 
in  a  notebook. 


<J^pv   Power  and  portability  are  no  longer  mutually  exclusive.  Now  you  can  have  both  with  an  Intel 
Pentium*  processor-based  notebook.  In  fact,  all  of  today's  most  demanding  desktop  software 
rJlVH«T!'  including  office  suites,  multimedia  and  3-D  graphics,  now  runs  just  as  great  on  your  notebook. 


'  1995  Intel  Corporation.  For  more  information  on  the  Intel  Pentium  processor  family  contact  Intel  on  the  Internet  at  http://www.Intel.com/procs/pentiuni/ 


The  professional's 
choice  when 
every  word  is 
worthy  of  note 


$14099 

#14-10 


just       thin  and  less  than  I'/j"  high, 
this  voice -activated  microcassette 
starts  recording  at  the  sound  of 
speech  and  stops  automatically — 
eliminating  tape  "gaps"  and  saving 
batteries  and  playback  time.  Auto- 
level  maintains  consistent  volume 
when  taping.  Two  speeds — it  can 
record  up  to  three  hours  on  a  90- 
minute  tape.  To  order,  or  for  the 
location  of  a  store  near  \<)u,  call: 

1-800  THE-SHACK^^ 


Radio  /haeK 

You  ve  got  questions.  Wc*  Vf  g(X  answfrs.^ 


Prices  apply  al  parlicipating  Radio  Shack  stores  and  dealers  Items  noi  available  ai  a  pariicipating  store  can  be  special-ordered  (subiecl  to  availabilily) 
at  the  advertised  price  A  participaling  store  will  otter  a  comparable  value  i(  Ihe  producl  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees 
may  not  be  pariicipating  in  this  ad  ot  stock  or  special-order  every  item  advertised  Copies  of  applicable  warranltes  are  available  upon  request  al  stores 
lor  inspection  before  sale,  or  by  writing  Customer  Relations,  1400  One  Tandy  Center,  Foil  Worth,  TX  76102 


T.  Rowe  Price  Science  8 
Technology  Fund  invests  m 
companies  responsible  for  today's 
breakthrough  products,  including 
those  in  the  communications, 
waste  management,  and  computer 
industries.  As  the  chart  shows,  the 
fund  has  outperformed  its  Lipper 
Category  since  its  inception 
(9/30/87).  As  with  any  stock  fund, 
there  will  be  price  fluctuation. 
$2,,S00  minimum  ($1,000  for  IRAs). 
No  sales  charges. 

CaU  24  hours  for  a  free  report  and  prospectus 

1-800-541-8312 


Average  Annual  Total  Returns 

as  of  3/31/<>5 

■   Sliciicc  i^v  TL'Lhnnl(),i;y  Fund 
□  Lippcr  Sliliicc  is.  TL-chnolii>;y  Avcra,s^c 

29.0% 


I  vlmi 


S  years  Since 
inception 


///('(•-./  V\lilh  Coiifidciu  r 

TRowePVice 


\S()urci':  l.ipper  Analylical  Services,  Inc  l  it;iia's  iiu  lude  (.liaii.ni's  in  pniKipal  valut'.  ivinve.stcil  dividends,  and  capital  i;ain 
distrihiilions.  'lolal  returns  represent  past  perfdrnianee  and  caiindt  i^iiar.intee  liitinv  results  Investment  returns  and 
principal  value  Aill  vary  and  shares  inav  he  vvdrtli  more  iir  less  at  redempticm  than  at  orii^nial  purchase,  l<e(niest  a 
prospectus  coiilainiiii;  more  complete  information,  includiiii;  nianai;ement  fees  and  other  charges  and  expenses.  Head  it 
carefullv  hefore  von  invest  or  send  monev  T,  Kowe  I'rice  Investment  Services,  Inc.,  Distnhutor  s  1 1  (ij(,k>)i 


Readers  Repor" 


A  NOTE  ON  SCREEN  NAMES  I 

The  E-mail  addresses  included  with  lei 
received  on  America  Online  show  theid 
dresses  as  configured  for  transmissic 
the  Internet.  America  Online  subscribeiK 
spending  by  E-mail  should  enter  onl; 
designation  before  the  @  sign. 
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were  developed  to  meet  the  nee 
commercial  growers.  Walk  thi'oug 
produce  section  of  your  superm 
and  try  to  imagine  what  it  wouk 
like  without  the  great  improvei 
brought  about  by  selective  breedin 
hybridization:  There  would  be  no 
yeai'-round  fresh  strawberries  and 
coH.  No  more  iceberg  lettuce  w 
signs  of  brown  rot. 

Beyond  that,  look  at  all  the  f 
seeds  offered  in  the  garden  seed  a 
They  bring  disease-resistant  crc 
the  backyard  gi'ower  and  make  i 
sible  for  so  many  of  us  to  practii 
pesticide  organic  gardening.  The 
loom  plants  have  their  place,  and  ] 
grown  them  in  the  garden  and 
orchard,  but  they  do  require  extr; 
and  gi"eater  use  of  pesticides  to 
imize  their  potential.  I  do  not  se^ 
as  an  advantage. 

Norman  J.  i 
North  Garde 


BOYS  CAN 
VACUUM,  TOO 


In  "A  child's  garden  of  softii 
(Personal  Business,  May  29),  yo  <' 
cuss  "one  of  the  few  programs  ain 
girls,"  which  includes  "a  vacuun 
cleans  up  messes." 

That  you  would  allow  such  a  bl  ; 
ly  sexist  statement  to  be  publisM 
beyond  my  understanding. 

Do  any  of  you  have  daughters! 

Michek  • 
Canon  City, 

AT  MORRISON  KNUDSEN, 
SOME  THINGS  AIN'T  BROKE 

Yom-  stoiy  "Why  'Mi-.  Spud'  is  lei 
Mon-ison  Knudsen"  (News:  Anahis 
Commentary,  May  29)  was  interiti 
but  somewhat  overblown. 

We  took  exception  to  the  notiotf 
MK  "could  use  some  strong  msv 
ment."  We  have  it,  under  the  fir 
leadership  of  Chairman  Steve 
who  played  an  instrumental  r 
Chrysler's  turnaround,  and  CE( 
Tinstman,  an  MK  veteran.  Our  m;: 
ment  is  embarked  on  an  aggr  ^ 


our  Business  Is  Growing.  Congratulations, 
rho's  Going  To  Do  All  The  Work?   j 


\otrve  all  been  working 
hard.  And  it  s  pa\ ing  off. 
HandsonieK.  In  fact,  voiir 
business  is  doing  so  well,  it  s 
actually  created  a  pleasant 
problem  -  \<>u  need  iriorc 
help.   But  (ion  t  just 

want  bodies  in  oftic  es.  \itu 
want  people  who  can  stej) 
in,  take  charge,  and  do  ibcir 
jobs  as  well  as  the  people 
you  already  ha\ c. 

That  s  where  we  come  in. 


We  re  your  staffing  |>artner. 
Management  Recruiters 
International,  the  nation  s 
leader  in  permauenl.  flexible, 
and  right-fit  staffing  solu- 
tions. With  OM'T  600  offices 
and  .'?,000  recruiters,  we  re 
poised  wilh  our  coinprehen- 
si^  (■  network  lo  fullill  \onr 
permanent  placement  ni-eds. 

Our  Sales  (lonsultauts* 
di\  ision  specializes  in  sales 
luofessionals.   F(M'  "infor- 


mation s\  stems"  personnel, 
turn  to  our  CompuSearch 
specialists.  OfflceMates  i>' 
helps  von  find  administra- 
ti\<'  and  office  support 
personnel.  Anil  our  Manage- 
miMit  Recruiters'  division 
has  more  search  specialists 
for  more  industries  than 
anyone. 

^ou  sw.  at  _M  RI,  \ve  re  here 
to  help  vou  grow.  Especially 
when  \  on're  growins. 


Sales  CiiMsiiltaiits 

ManageiiienI 
Rf<  ruilors 

(!<iiiipiiS<-arrli 

OfficeMales  .5 


M^l  Intelligent  Staffing  Solutions^ 


In  An  Aee 


Card-Sized  Phones,  Perhaps 


Credit  Card-Sized  Expense  A 


management  tool?  Certainly,  if  the  credit  card  in  questc 


the  world  over.  That  is,  if  it's  the  MasterCard'  Corpor 


expenses  on  a  single    ^^0^-^  card,  so  you  can  us 


spending.  To  control  spending,  if  you  will.  (And  you  wi 


For  more  iiitonihitioii ,  call  MastcrC^nnl  Iiilci luiiioiuil  at  l-<S()()-727-8S25,  ext.  6. 


Sized  Calculators  And  Credit 


uld  Interest  You  In  A 


ment  System.  A  credit  card  as  a  business 


MasterCard 

Corporate  Card 

S^ia  3HSb  1§^Q  1 


,f  to  offer  unsurpassed  acceptance 


OS90         rr  iM/n  Hf 
F  f  SSI  I  JUI8S&T 1 9HAL V  J 


ur  employees  can  put  practically  all  their  business 


and  organize  more  information  about  ^ 


/.  It's  more  tliaii  a  credit  card.  It's  smart  money.'' 


Tke  troutle  witk 
following  tke  kerd  is 
stepping  in  wkat  it 

Dekind. 


1 


eaves 


Contrarian  Fujid 


Lead 


ers  never 


foil 


ow. 


I  lie  Roliertson  Stepliens  Contranan  Fund  iiivests 
in  (Uit-dl- favor  stciclcs 


and  shorts  li  it;h-f  liers. 


ROBERTSON 
STEPHENS  & 

COMPANY 


MUTUAL  FUNDS 


For  more  inlormation 
and  a  prospectus,  call: 


800 -766 -3863  ext:  108 


For  more  information,  including  other  management  fees,  expenses  and  special  risks  associated 
witfi  sfiort  selling,  call  Robertson  Stepfiens  &  Company,  distnbutor,  for  a  prospectus.  Read  it 
carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  You  sfiould 
realize  ttiat  investment  return  and  principal  value  will  fluctuate  so  tfiat  stiares,  when  redeemed, 
may  be  worth  more  or  less  than  their  onginal  cost. 
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The  White  House 

Conference  on  Small  Business 

 ★  

Fouiidatioi!  for  a  New  Centiirv 


JUNE  1  1-14,  1995  •  WASHINGTON  HILTON  HOTEL,  WASHINGTON,  D.C. 


National  attention  will 
focus  on  Washington, 
D.C.  as  thousands  of 
business  leaders  from 
small  and  growing 
companies  around  the 
country  meet  to  take 
part  in  The  White 
House  Conference  on 
Small  Business  and  the 
1995  National  Small 
Business  Showcase. 


IBM,  AT&T  and  BUSINESS  WEEK  are  proud  to 
show  their  support  for  small  business  during  this 
historic  week  by  underwriting  two  landmark  events 
at  The  White  House  Conference  on  Small  Business. 

*  GLOBAL  WORKPLACES  EXHIBIT.  As  the  centerpiece 
of  the  1995  National  Small  Business  Showcase  (NSBS),  this 
exhibit  will  spotlight  cuttmg-edge  technologies,  products  and 
services  that  are  creating  the  future  ....  today. 

*  INTERNATIONAL  DAY  PROGRAM.   Small  busmess 

leaders  from  around  the  world  will  develop  and  expand  trading 
relationships  between  U.S.  and  foreign  businesses. 


A  COMMITIVIENT  TO  SMALL  BUSINESS  FROM  OUR  UNDERWRITERS: 


AT&T 


BusinessWeek 


Beyonc/  riews.  hUellijie: 


Co-sponsored  by: 


Cs) 

I II  HI  y  Sheraton) 


Continental  1 

More  airhnejorjour  money.' 


Lotus 


Knoll 


The  1995  NSBS,  Global  Workplaces  Exhibit  and  International 
Day  Program  have  been  developed  and  managed  by: 


PYRAMID 
COMMUNICATIONS 


The  STAR  Group  "n^lADEC 


The  Largest  Gathering  of  Small  Business 
Representatives  this  Decade. 


ssing  borders  requires  little  effort.  Barriers  are 
thcr  matter  entirely. 


DUghout  the  world,  barriers  have  fallen— from 
jra!  barriers  between  individuals  to  economic 
political  barriers  between  nations.  Some  have 
n  quietly.  Others  have  done  so  with  resounding 
ications. 

:t  has  eroded  these  barriers  and  brought  them 
n?  Nothing  less  than  the  demand  of  people  for 
•r,  freer  lives. 

because  the  goals  of  individual  freedom  and 
omic  opportunity  are  never  far  apart,  this 
and  has  caused  a  mighty  flood  of  capital  to 
:  past  points  where  barriers  once  stood. 

ierrill  Lynch,  we  are  proud  of  the  part  we  have 
'd  in  this  global  flow  of  capital.  We  have  done  our 
Dy  doing  what  we  do  best:  providing  sound, 
:gic  advice  and  bringing  opportunities  to 
tors  throughout  the  world. 

irriers  continue  to  give  way,  enormous  possi- 

;s  present  themselves.  Our  global  perspective 

  I  

esources  can  help  turn  these  into  opportunities 

le  governments,  companies,  institutions  and 

iduals  who  are  our  clients. 

that  can  make  a  difference. 

difference  is  Merrill  Lynch. 


THE  DIFFERENCE 

BETWEEN   CROSSING  BORDERS 

AND  BARRIERS 


Merrill  Lynch 

A  tradition  of  trust. 


Books 


AFTER  THE  WALL 

Germany,  the  Germans  and  the  Burdens  of  History 

By  Marc  Fisher 

Simon  &  Schuster  •  350pp  •  $25 


GERMANY  SEEN  THROUGH 
THE  PAST,  DARKLY 


Diuing  his  four  yeai's  as  GeiTnany 
biu'eau  chief  for  The  Washington 
Post,  Marc  Fisher  was  accused 
by  the  local  authorities  of  a  consistent 
anti-German  animus.  His  "minders"  at 
the  Federal  Press  Office,  fearful  of  the 
impact  his  stories  would  have  on  Wash- 
ington policymakers  during  the  critical 
phases  of  GeiTnan  unification,  bent  his 
ear  at  eveiy  tui'n  in  an  attempt  to  sof- 
ten his  reporting. 

Fisher's  offense  was  to  harp  on  the 
past  too  much  as  he  wi-ote  about  con- 
temporai-y  events.  References  to  such 
"bui'dens"  as  the  Nazi  period,  the  Holo- 
caust, the  decades  of  Soviet-style  com- 
munism in  the  east,  and  the  general 
failiu'e  of  Germans  to  confi'ont  then*  his- 
toi-y  recur  in  the  800  stories  he  wi'ote 
from  between  late  1989  and  1993,  and  in 
his  new  book.  After  the  Wall.  And  with 
much  justification:  Recent  attacks  on 
Turks,  whether  by  confii-med  neo-Nazis 
or  dmiken  louts,  biding  back  ugly  mem- 
ories of  prewar  persecution  of  Jews. 

Naturally,  Fisher  resisted  the  spin- 
meisters'  efforts  to  inject  sanitized  offi- 
cial vocabulary  into  his  writing.  He 
called  the  forced  return  of  Romanian 
Gypsy  refugees  to  their  homeland  "de- 
portation" instead  of  the  suggested  "re- 
admission"  or  "retransfer."  He  also  dug 
up  facts  that  embairassed  the  govem- 
ment,  such  as  donations  of  "several  mil- 
lion dollars"  offered  to  the  Holocaust 
Memorial  Museum  in  Washington — con- 
ditioned on  the  addition  of  exhibits  em- 
phasizing democratic  developments  in 
postwar  GeiTTiany. 

It  is  After  the  WaWs  thesis  that  un- 
less Gennans  honestly  face  up  to  their 
past — both  Nazi  and  communist — they 
will  not  be  able  to  create  a  new  nation- 
al identity  and  reunification  will  remain 
incomplete.  But  Fisher's  approach  has 
its  own  problems:  Because  of  its  em- 
phasis on  the  past — and  Fisher's  brief 
stay  in  Germany — the  book  fails  to  pro- 


vide a  complete  picture  of  the  present. 

In  his  introduction.  Fisher  tells  us 
that  he  is  Jewish,  and  his  image  of  Ger- 
many had  been  fonned  largely  by  par- 
ents and  teachers  who  stressed  the  Na- 
zis and  the  Holocaust.  Despite  several 
trips  to  Europe,  he  had  never  set  foot 
in  GeiTnany  before  the  Post  assignment, 
and  his  family,  particularly  his  father, 
urged  him  to  refuse  the  posting. 

Despite  that  intellectual  baggage  and 
his  pummeling  by  the  Federal  Press 
Office,  Fisher  reaches  some  remarkably 
sympathetic  conclusions.  Gennany  needs 
time  to  recreate  a  truly  uni- 
fied country,  he  says.  And, 
until  the  nation's  new  iden- 
tity is  clear,  "America's  task 
as  an  ally  is  to  hold  back  on 
the  temptation  to  ask  the 
Germans  to  act  their  size" 
by  playing  a  larger  role  on 
the  world  stage — in  interna- 
tional militaiy  missions,  for 
example. 

Still,  Fisher  can't  shake 
his  preoccupation  with  the 
past — a  "yoke"  that  he  ar- 
gues "no  one  has  the  right  to  Kft 
later,  evei'."  And  this  hang-up  does  not 
help  the  reader  understand  recent  de- 
velopments. For  example,  despite  the 
scares  about  resurgent  neo-Nazism  that 
Fisher  details,  not  one  fascist  was  elect- 
ed to  GeiTnany's  Bundestag  last  year. 
In  contrast,  15%  of  French  voters  this 
year  supported  the  presidential  bid  of 
Jean-Marie  Le  Pen,  an  ultranationalist 
prone  to  anti-Semitic  remarks. 

The  strength  of  Fisher's  book  is  its 
reporting.  He  sought  out  those  whom 
reporters  sometimes  patronizingly  call 
"real  people" — those  without  title  or  po- 
sition. These  interviewees  talk  percep- 
tively about  the  drama  imfolding  around 
them.  Long  before  Bonn  officials  con- 
cede how  far  apart  the  peoples  of  the 
two  Germanies  had  gi'own,  a  schoolgiii 


AFTER  TM£ 

WALL 


Marc  F i s  H£& 


.  now. 


from  near  Bonn  tells  Fisher  si  p 
"We're  two  extremely  different 
of  people."  In  Rangsdorf,  a  fam 
East  German  "Ossis"  peer  out  fi-o 
hind  curtains,  fearing  that  Fishe  i 
"Wessi"  owner  come  to  reclaii 
house.  Later;  they  confide  their  ; 
"Where  have  they  been  for  i 
years?  We  saved  this  house." 

Illuminating  and  moving  as  so 
these  anecdotes  are,  they  are  n( 
whole  story.  Fisher  anived  in  Gei 
a  tad  too  late  for  this  man-on-the- 
method  to  be  a  complete  succes 
was  still  studying  German  in  the  I 
land  on  Nov."  9,  1989,  the  day  tht 
came  down,  so  he  never  saw  the 
ruptcy  and  oppressiveness  of  tl 
East  German  regime.  What's  mo 
probably  left  too  soon:  His  1993  ( 
ture  was  before  this  year's  turn 
50-year  anniversaries  forced  the 
mans  to  recall  Hitler  and  the  war- 1 
sively — and  before  the  eastern  d 
economy  started  growing  at  near 
ble-digit  rates.  His  inter-views,  the 
slices  of  hfe  locked  in  i 
time  span,  the  raw  mi 
of  history — not  consi 
analysis. 

After  the  Wall  is 
weak  on  economics, 
ar-e  essential  to  an  u 
standing  of  current  di\- 
Contrary  to  Fisher's 
tions,  Bonn  didn't  sub 
East  Ger-many's  indu 
dinosaur-s,  the  Komb 
for  long.  Through  the 
handanstalt  privati; 
agency,  it  br'oke  them  up,  sold  the 
or  closed  them  down.  Instead, 
west  Ger-man  taxpayers  paid  st; 
ing  amounts  to  support  was,  and  i 
income  of  east  Gennans  thr'ough 
sions,  the  dole,  and  make-wor'k  scl" 
The  r'esult:  Ovei'night,  the  erst* 
super-efficient  heroes  of  the  Sovie  || 
became  a  nation  of  welfare  bums 
cannot  under'stand  east  and  west 
man  attitudes  today  without  t 
stock  of  that  blow  to  national  si 
teem.  And  until  the  Germans  woi 
their  own  inter-nal  divisions,  they 
be  able,  as  Fisher  suggests,  "to 
ahead  with  honest  memory  to  em 
the  bur-den  of  their  past  as  their 
BY  JOHN  TEMPI 
Templeman  is  business  week's  o 
bureau  chief. 


UNLESS  GERMANY  FACES  UP  TO  COMMUNIST  AN) 
NAZI  HORRORS,  IT  CAN'T  FORGE  A  NEW  IDENTIT 
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F 


nave  a  .>i{;nTTiram  auvaniuge  owvi  inum-  ut;u 
by  convention,  bureaucracy  anri  biK-spcniimg. 


LEXIBILITY 


The  varied  demands  of  today's  mar- 
ketplace require  small  businesses  to  perform  an  increas- 
ing variety  of  functions. 


Responsitmness  to  Change 


IT/  , 

rrlKnlicr  il  s  in  sales  or  linanre,  really 
or  retail,  flexibility  is  the  new  key  lu  long-term  success. 
In  these  days  of  doing  more  with  less,  the  «ay  in  which 
companies  allocate  resources  has  changed.  In  the  past, 
financial  clout  olten  determined  who  came  out  on  lop, 
Totlav.  laced  with  competitive  and  market  pressures 
unimagined  ten  years  ago,  companies  must  now  find 


Flexibility  and  a  sense  of  adventure  must  be  a  part 
of  any  company's  corporate  cullure  if  it  is  to  .suc- 
ceed into  the  21st  century. 

• 

jLarge  companies,  of  i 
a  greater  challenge  than  small  hh 
generally  h3\e  an  easier  time  imph  .'n' 
cies.  But  no  matter  what  the  siz' 
companies  with  an  adaptable  siru  ^ 
outlook  are  better  po.sitioned  to  capiii'  i 
than  their  competitors;  their  ability  to  q 
cus.  or  even  redefine,  their  business  o' 
sure.s  their  continued  success. 

• 

l^^llingness  to  embrace  . 
jusi  the  beginning  of  this  reorientation,  A 
response  to  rapidly  evolving  situations  als-i 
a  careful  selection  of  business  tools.  TooK 
chosen  for  their  versatility  and  dependaliii 


he  new  HP  LaserJet  5P  printer, 
specializes  in  everything. 


iti'd  t  '-S,  retail  puce.  Actual  price  may  vary. 


From  envelopes  to  index  cards, 
letter-size  to  legal-size,  the  new 
HP  LaserJet  5P  tackles  whatever 
comes  its  way.  With  two  paper 
trays,  the  ability  to  print  up  to 
10  wrinkle- free  envelopes  at  one 
time,  crisp  600-dpi  print  quality, 
and  six-page-per-minute  speed, 
it's  the  perfect  printer  for  your 
business.  Beyond  all  this,  new 
wireless  infrared  printing  ensures 
built-in  flexibility  into  the  future. 


Imagine.  ITnsurpassed  versatility. 
Legendary  HP  reliability.  And  now, 
surprising  affordability.  See  your 
Yellow  Pages  for  the  HP  dealer 
nearest  you. 

HP  LaserJet  Printers 
Just  what  you  had  in  mind. 


HEWLETT^ 
PACKARD 


H-.-wlelt-Packard  Company  P612528 


Some  Companies  Add  Serve 


SPRRCcenter  2000  Users 


UNION  BANK  OF  SWITZERLAND 

360GB 

ORACLE 

SALLIE  MAE 

352GB 

INFORMIX 

FINGERHUT 

350GB 

ORACLE 

HCIA,  INC. 

300GB 

INFORMIX 

ENTERGY 

300GB 

ORACLE 

NIELSEN  MEDIA  RESEARCH 

200GB 

SYBASE 

U,  S.  DEPT  OF  INTERIOR/MMS 

189GB 

ORACLE 

BOEHRINGER  MANNHEIM 

150GB 

SYBASE 

Page  r  |4i] 


if  you  kave  to  run  a  tig-time  tusiness-critical  database,  you  can  go  tkrougk  servers  like  tkere's  no  tomorrc 
Unless  you're  running  it  like  HCIA  Inc.,  Union  Bank  of  Switzerland,  Fingerkut  and  otker  glotal  company 
do.  On  a  network  of  SPARCserver"  systems  tkat  kave  tke  scalakility  and  power  to  kandle  kuge  voluir^- 
6f  data.  It  doesn't  matter  if  you're  kuilding  a  customized  application,  or  offloading  your  datakase  frail 
tke  inainframe.  Sun™  gives  you  tke  kest  client/server  platform  for  relational  databases.  Because  Solaris"  i  a 
true  multitkreaded  bperating  environment,  it  makes  our  multiprocessing  arckitecture  tke  industry  's  m( ! 


•SsOn  MICROSYSTE^e,  (NC.  BUN,  SUN 


iTHERS  Just  Add  Gigabytes 


laUe.  So  you  can  make  sure  tkousands  of  users  can  get  instant  access  to  information  simultaneously, 
t  teyond  pure  performance,  our  servers  give  you  a  wkole  list  of  advantages,  including  tke  reliakility  you 
?d  for  mission-critical  work.  And  tke  confidence  you  get  from  kaving  tke  world's  largest  support  network 
UNIX  experts  kekind  you.  if  you'd  like  to  know  more,  get  in  touck  witk  Sun's  worldwide  wek  server  at 
p://www.sun.com,  call  1-800-286-0785,  ext.  215,  or  call  tke  nearest  autkorized  SUTl 
n  reseller.  You'll  wind  up  witk'  a,  lot  more  capacity.  Not  a  lot  more  keadackes.        Uc  Networks  Tke  Computer™ 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

PICKING  THROUGH 
WEB  CLUTTER 


Barely  a  year  ago,  the 
World  Wide  Web  was 
an  obscure  corner  of 
cyberspace,  little  known  even 
to  many  denizens  of  the 
Internet.  But  easier  access, 
including  hnks  from  Prodigy, 
CompuServe,  and  America 
Online,  has  brought  millions 
of  explorers  to  the  Web.  The 
quality  of  what  they  find  is 
getting  better. 

True,  I  still  find  the  Web 
awash  in  self-indulgent  junk, 
such  as  the  picture  of  a  com- 
mons-room coffeepot  at  Cam- 
bridge University.  But  amid 
the  clutter  lurks  a  great  deal 
of  useful,  interesting,  and  en- 
tertaining material.  Although 
the  Web  has  always  been  di- 
verting, it  is  gradually  be- 
coming a  tool  I — and  my  less 
technically  inclined  col- 
leagues— use  regularly  at 
work.  While  my  needs  and 
interests  are  probably  differ- 
ent from  yours,  a  tour  of  my 
favorite  Web  sites  may  give 
you  some  idea  of  what's  out 
there. 

More  often  than  not,  I 
have  only  a  foggy  notion  of 
where  to  find  something 
when  I  set  forth  on  the  Web, 
so  my  first  stop  is  usually  a 
site  that  helps  me  locate  oth- 
er resources.  Carnegie  Mel- 
lon University's  Lycos  search 
index  (table)  allows  me  to 
scan  millions  of  Web  docu- 
ments for  key  words. 
SERVER  LINKS.  While  Lycos 
points  you  to  specific  docu- 
ments, the  Yahoo  search  tool 
guides  you  instead  to  sites 
that  that  specialize  in  the 
subject  you're  interested  in. 
Yahoo  offers  an  opening 
menu  of  18  general  catego- 
ries that  are  repeatedly  sub- 
divided until,  with  luck,  you 
reach  the  individual  Web 


Location 


server  you  are  seeking.  Nei- 
ther Lycos  nor  Yahoo  offers 
any  cool  gi'aphics,  movies,  or 
audio  clips — ^just  tons  of  use- 
ful information. 

One  feature  of  a  fu"st-rate 
Web  site  is  helpful  hnks  to 
other  servers.  And  two  of  the 
best  starting  points  are  mn 
by  the  Small  Business  Ad- 
ministration and  the  Libraiy 
of  Congi'ess.  sba  Online  of- 
fers a  lot  of  infoiTnation  on 
federal  programs  to  assist 
small  business.  But  tmmmm 
its  real  glory  is  a 
long,  well-organized 
list  of  hnks  to  other, 
mostly  government- 
run,  servers  of  val- 
ue to  business,  fi-om 
the  Securities  &  Ex- 
change Commission's 
EDGAR  database  of 
corporate  filings  to 
the  Central  Intelli- 
gence Agency's 
handy  World  Fact- 
hook. 

The  Library  of 
Congress  offers  a 
mixture  of  infoiTna- 
tion and  entertain- 
ment. Its  main  at- 
tractions are  the 
Library's  massive 
catalog,  a  database 
tracking  the  status 
of  legislation  in 
Congress,  and  the 
full  text  of  the 
daily  Congressional 
Record.  But  it  also 
provides  digitized 
tours  of  present  and 
past  Library  of  Con- 
gress exhibits,  in- 
cluding the  newly 
rediscovered  Walt 
Whitman  notebooks 
and  Renaissance 
treasures  of  the  Vat- 
ican Library. 


If  your  business  is  consid- 
ering putting  up  its  own  pag- 
es on  the  Web,  you  might 
want  to  look  at  some  compa- 
nies that  use  the  technology 
particularly  well.  General 
Electric  Plastics  offers  its 
customers  thousands  of  pages 
of  specifications  and  techni- 
cal information — data  that 
once  had  to  be  mailed  or 
faxed.  And  Novell  Inc.  pro- 
vides a  wealth  of  information 
on  its  products,  including 
complete  online  documenta- 
tion for  its  NetWare  net- 
working software. 

All  work  and  no  play 
would  make  me  a  dull  colum- 
nist, so  I  surf  the  Web  for 
fun,  too.  I've  always  been 
interested  in  meteorology  and 
find  newspaper  and  television 
weather  maps  frustratingly 
uninformative.  The  Web  al- 
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My  Favorite  Web  Sites 


RESEARCH 


►  Library  of  Congress  From  the  Congression 
al  Record  to  Walt  Whitman's  long-lost  note- 
books. http://www.loc.gov 

►  Yahoo  A  topical  index  of  the  Web. 
http://www.yahoo.com 

►  Lycos  A  keyword  index. 
http://lycos.cs.cmu.edu/ 


COMMERCE  AND  COMMUNICATIONS 


►  Small  Bnsiness  Administration  Govern- 
ment programs  for  small  businesses,  with 
links  to  other  useful  sites. 
http://www.sba.sbaonline.gov/ 

►  General  Electric  An  example  of  how  to  dis 
tribute  technical  product  info. 
http://www.ge.com/gep 

►  Novell  A  model  of  online  tech  support. 
http://www.novell.com/ 


PERSONAL  INTERESTS 


►  Weather  Nationwide  forecasts,  plus  gor- 
geous satellite  images  and  weather  maps. 
http://wxweb.msu.edu/weather/ 

►  Mathpro  Try  the  "Unsolved  Problem  of  the 
Week."  http://www.mathpro.com/math/ 

►  Dilbert  For  fans  of  the  hero  of  downtrodden 
office  workers. 

http://www.unitedmedia.com/comics/dilbert/ 

►  Sportzone  ESPN  statistics  and  news. 
http://espnet.sportzone.com/ 


lows  me  to  get  the  latess; 
ellite  pictures  from  aroi 
the  globe  and  provids 
marvelously  detailed  cuiii 
conditions   map   of  ^l 
America.  Of  the  many 
offering  meteorological 
my  favorite  is  the  Mic 
State   University  we; 
server. 

MATH,  TOO.  I  realized 
in  my  studies  that  I'd  i 
make  it  as  a  mathemat 
but  I've  retained  a 
interest  in  the  subject.  T 
pro  Press,  a  pubhsher  ol 
cialized  math  books,  off 
Web  site  that's  filled 
problems,  puzzles,  and 
games.  There's  also  a  cy 
and  such  serious  math 
as  journal  articles. 

Admittedly,  a  math 
er,  even  a  lighthearted 
isn't  everyone's  cup  ol 
More  popular  e 
tainment  can  be 
at  the  Web  site 
by  ESPN,  the  cab 
sports  network 
server  offers  s] 
news,  box  so 
schedules,  ch 
with  other  fans, 
the  opportunity  t 
questions  of  s] 
celebrities. 

Last  but  hi 
least  on  my  hst 
vorites  is  the  he 
downtrodden  ( 
workei"s  eveiywhi 
Dilberi.  Scott  Ac 
comic  strip  do 
show  up  on  the 
ed  Features  We' 
chive  until  a  we€ 
ter  it's  been  in 
newspaper,  but  1 
of  little  concer 
fans  in  Dilber 
prived  cities  sue 
Washington. 

As  you  explor( 
Web,  you'll  find 
out  there  among 
amateur  fiction  .•^ 
tions  and  the  stu( 
checking  in  to 
when  Coke  mac. 
are  empty,  you'll 
be  able  to  find  p 
of  real  value.  Le 
know  youi'  favori 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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Airfone 


O  1995,  GTE  Airfone  Incorporated.  All  rights  reserved.  GTE  Atrfone  Incorporated. 


All  Idea  Witliout  A  Customer  Goes  Nowliere  Fast. 

At  Advanced  Micro  Devices,  we  cliampion  ideas  tliat  make  a  difference 

to  our  customers.  Ideas  we  transform  into  niicrocliips  tliat  make 

personal  ccmiputer  and  communications  systems  perform  Letter.  As  a 

result,  AMD  is  Number  1  or  2  in  tlie  world  in  every  market  wliere  we 

compete— microprocessors,  communications  circuits,  flasli  memories  and 

programmable  logic.  Wliicli  is  not  to  say  we've  crossed  tlie  finisli  line. 

Tlie  trutli  is,  we  win  wlien  our  customers  win.  Tliat  s  wliy  our  12,000 

people  worldwide  are  racing  into  tlie  future  witli  a  singular  vision: 

li  it  s  a  good  idea,  li  it  makes  a  diiierence.  l\un  with  it. 

AMDia 

Run  with  it. 

1-800-222-9325  Internet:  littp;//www  amd.com 

If  you  think  the  buildings  are  big  in  New  York... 


Wait  until  you  see  the  size  of  a  Manhattan  East  suite. 


At  Manhdttan  East  Suite  He^tels,  you'll  enjoy  one  of  New  York's  greatest  luxuries.  Space.  Our  suites  give  you 
plenty  of  room  to  do  almost  anything,  whether  it's  entertaining  or  holding  a  meeting,  fixing  a  snack  in  your  kite 
or  simply  relaxing  -  all  for  the  price  of  an  ordinary  hotel  room.  You'll  also  enjoy  the  hospitality  of  our  caring  sta 
room  service  and  business  amenities  like  dataports  for  computer  modem  hookups.  Most  of  our  hotels  feature  fi 
restaurants  and  fully  equipped  fitness  centers.  So  the  next  time  you're  in  New  York,  stay  at  one  of  our  nine  disti. 

tive  locations  throughout  New  York  City.  Charge  your  stay  with  the  American  Express'"^'  Card  ai' 
there's  a  chance  you'll  be  checking  in  late,  request  an  American  Express  Card  Assured  Reservati 
which  guarantees  your  room  will  be  waiting  until  checkout  time  the  next  day.* 

H  Manhattan  East  Suite  Hotels 

Beekman  Tower,  Dumont  Plaza,  Eastgate  Tower,  Lyden  Gardens,  Lyden  House, 
Plaza  Fifty,  Shelburne  Murray  Hill,  Southgate  Tower,  Surrey  Hotel 

Get  the  better  of  New  York. " 
For  reservations  or  a  brochure,  call  your  travel  agent  or  1-800-ME-SUITE,  Ext.  20. 
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■please  call  before  6:00  p.m.  to  cancel  your  Assured  Reservation  and  avoid  being  billed  for  the  first  nigtit. 

©  Manhattan  East  Suite  Hotels 


A  unique 
mutual  fund  with 
first-class  research 
deserves  a 

second  look. 


What  distinguishes  The  S&P 
STARS  Portfolio  from  over 
5,000  others?  The  screening 
process  that  goes  into  every 
stock  selected.  In  this  unique 
arrangement,  a  universe  is  deter- 
mined using  Standard  &  Poor's 
top-rated  5-STAR  companies.  Then 
Bear  Steams  makes  the  portfolio  selections 


Managed  by  Bear  Stearns,  it  is 
d)e  only  mutual  fund  that 
relies  on  the  STARS  system  to 
detennine  invesnnent  opportu- 
nities. To  learn  more  about  The 
S&P  STARS  Portfolio,  includ- 
ing charges  and  expenses,  call  for  a 
fee  prospectus.  Please  reijmnber  to  read 
it  carefdly  before  you  invest  or  send  moyiey. 


BE^R  STEARNS 

800-766-4111 


"Standard  &  Poor's 


,"  and  "STARS'"',  arc  trademarks  ot  Standard  &  Poor's  and  have  been  licensed  for  use  by  Bear,  Stearns  &  Co.  Inc. 
The  S&P  STARS  Portfolio  is  not  sponsored,  managed,  advised,  sold  or  promoted  by  S&P. 


Economic  Viewpoint 


II 


BY  PAUL  CRAIG  ROBERTS 


QUIETLY,  NOW,  LET'S  RETHINK 
THE  OZONE  APOCALYPSE 


DEBUNKED: 

Studies  that 
show  CFCs  are 
not  to  blame 
for  holes  in 
the  ozone  have 
lawmakers 
questioning 
the  coming 
ban  on 
production 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D  C. 


In  this  space  one  year  ago  ("What's  Flying 
Out  the  Ozone  Hole?  Billions  of  Dollars," 
June  13,  1994),  I  raised  questions  about 
the  scientific  basis  for  the  expensive  phase-out 
of  chlorofluorocarbons  (CFCs)  such  as  freon, 
the  primary  cooling  agent  in  air  condition- 
ers, that  leaves  the  U.  S.  and  other  world 
economies  facing  large  near-term  costs.  The 
column  generated  a  tremendous  response. 
Businessmen  wrote  to  me  from  as  far  away 
as  India  asking  why  policymakers  are  per- 
mitting an  unproven  theoiy  of  ozone  depletion 
to  impose  such  heavy  costs  on  the  global 
economy. 

It  is  a  good  question — and  one  that  is  final- 
ly beginning  to  get  some  response  from  law- 
maker's now  that  the  ban  on  CFC  production  is 
only  six  months  away.  Representative  Tom 
DeLay  (R-Tex.)  has  introduced  a  bill,  H.  R. 
475,  to  repeal  the  provisions  of  the  1990  Clean 
Air  Act  that  regulate  the  production  and  use 
of  CFCS.  Representative  John  T.  Doolittle  (R- 
Calif.)  has  asked  Administrator  Carol  M. 
Browner  to  revise  the  Environmental  Pro- 
tection Agency's  outdated  1987  cost-benefit 
analysis  in  light  of  new  scientific  evidence. 

The  fear  of  deadly  skin  cancer,  malignant 
melanoma,  is  the  reason  for  phasing  out  CFCs. 
The  public  and  lawmakers  have  been  told 
that  CFCs  destroy  stratospheric  ozone,  which 
filters  out  ultraviolet-band  (uv-B)  radiation. 
According  to  an  EPA  prediction,  ozone  deple- 
tion will  result  in  an  additional  3  million  skin- 
cancer  deaths  by  2075. 

BASELESS  HYSTERIA.  S.  Fred  Singer,  the  sci- 
entist who  invented  the  satellite  ozone  mon- 
itor, recently  wi-ote  in  Technology:  Journal  of 
the  Franklin  Institute  that  the  CFC  phaseout 
was  "based  mainly  on  panicky  reactions  to 
press  releases  . . .  rather  than  on  published 
work  that  has  withstood  the  scrutiny  of  scien- 
tific peers."  And  Sallie  Baliunas,  an  award- 
winning  astrophysicist  at  the  Harvard-Smith- 
sonian Center  for  Astrophysics,  wrote  in  a 
paper,  "Ozone  and  Global  Warming:  Are  the 
Problems  Real?":  "The  scientific  facts  clearly 
indicate,  first,  that  there  is  no  observational 
evidence  that  man-made  chemicals  like  CFCs 
are  dangerously  thinning  the  ozone  layer 
over  most  of  the  world  and,  second,  that  the 
kind  of  ultraviolet  that  would  be  let  through 
by  a  thinner  ozone  layer,  uv-B,  is  not  the  uv 
that  causes  melanoma.  On  two  counts,  the 
hysteria  and  costly  regulations  are  entirely 
unfounded." 


Interested  readers  can  obtain  Bahun; 
per  from  the  George  C.  Marshall  Instit 
Washington.  She  makes  the  facts  acct 
and  does  not  equivocate:  "There  is  i 
served  change  in  global  ozone  concentr 
or  mean  temperature  that  is  outsid 
bounds  of  natui'al  variability.  There  is  i 
entific  merit  to  the  claim  of  an  ultravio 
tastrophe  by  precipitous  ozone  loss.  Tl 
no  scientific  basis  for  a  catastrophic 
warming  produced  by  the  buildup  of  i 
house  gases  from  fossil-fuel  burning."  S 
lieves  the  next  step  could  be  extremel.\ 
ly  and  unjustified  fossil-fuel  and  t 
dioxide  restrictions. 

MEDIA  HYPE.  The  ozone  scare  appears  o 
based  more  on  hypothesis  than  on  fact,  id 
feai-  is  too  farfetched  to  be  enlisted  a.s  a 
on  against  CFCs.  Melanie  Duchin  of  the  ( 
peace  Ozone  Protection  Campaign  evei 
ozone-destroying  chemicals  with  "redud 
nis  size."  Gregg  Easterbrook,  in  his  new 
A  Moment  on  the  Earth,  documents  th 
played  by  unsubstantiated  press  releasi. 
Febniaiy,  1992,  nasa  scientists  spreai 
that  an  ozone  hole  was  opening  over  pr 
ed  regions  of  the  U.  S.  and  Europe, 
magazine  hyped  the  scare  to  the  hilt  \ 
cover  stoiy,  "Vanishing  Ozone:  The  D 
Moves  Closer  to  Home."  Vice-Preside 
Gore  gave  an  impassioned  Senate  s 
about  "the  gTeatest  crisis  humanity  ha; 
faced."  Duly  panicked,  the  Senate  vote' 
to  accelerate  the  CFC  ban  by  five  years 

As  Easterbrook  notes,  it  was  a  sp 
five  apocalypse,  not  a  real  one.  When  I : 
cized  NASA  for  its  scare  tactics,  Associat 
ministrator  Charles  F.  Kennel  deniec 
NASA  had  predicted  a  second  ozone  h' 
case  could  be  made  that  the  media  ig 
NASA's  hedged  language  and  ran  awa\ 
the  stoiy,  but  no  one  at  nasa  lifted  a  } 
coirect  the  phony  scare  spai-ked  by  the 
release  or  to  forestall  the  Senate  voti' 
fear  and  misinfonnation  propelled. 

Dr  Singer  believes  that  ozone  policy  i 
on  unproven  assumptions  that  are  bein; 
tected  by  such  means  as  denial  of  re.'- 
funds  to  dissenting  scientists  and  the  mi 
and  dismissal  of  government  scientist; 
demand  evidence  before  implementing  ; 
pensive  policy.  If  we  are  to  be  well-gov, 
Congi-ess  must  take  an  objective  look  at 
depletion  before  we  experience  the  b^ 
tax  increase  in  histoiy. 
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Thanks  to  Sprint  Business, 
Rail  Europe  increased  its  speed 
to  256  kilobits  per  second. 


Real  Problem.  Rail  Europe,  the  exclusive  sales 
agent  for  most  European  railways,  needed  a  way  to  offer  their 
huge  database  of  schedule  and  fare  information  to  travel 
agents  all  over  the  world. 

Real  Solution.  Sprint  Business  put  them  on  track  with  SprintNet,"^ 
the  world's  largest  public  data  network,  with  access  from  45  countries. 
What's  more,  with  X  .25  packet  switching  and  highly  reliable  access 
at  up  to  256kbps,  Rail  Europe  has  quickly  become  the  only  stop  for 
thousands  of  travel  agents  in  the  U.S.,  and  as  far  away  as  Japan  and  Australia. 
All  they  need  is  a  PC  and  the  price  of  a  local  call  to  book  virtually 
any  train  in  Europe  and  the  former  Soviet  Union.  24  hours  a  day. 
Sprint  Business  technology  helped  Rail  Europe. 
Let  us  help  your  business  do  more  business. 


Sprint 

Business 


1-800-669-4700 

©1995  Sprint  Communications  Company  L.P. 

li)ull  see  a  lot  t 

than  you  e 


LEADERSHIP.  Companies  that  have  it  possess  the  vision 
to  reinvent  themselves  by  recognizing  and  leverag- 
ing global  business  opportunities.  A  The  way  ^ 
Rockwell,  over  the  last  ten  years,  has  transformed 
itself  into  a  dynamic  commercial  force. 
A  Today  Rockwell's  leadership  is  reflected 
in  a  sales  mix  that  is  more  than  70  percent 
commercial  and  international  business. 
Making  us  a  rapidly  growing  $12.5  ^ 

billion  force  in 


Changing  Sales  Composition 


;CommefCial 
land 
:  International 


Aerospace 
and 

Delense 


1994 

From  1984 
to  1994.  Rockwell 
changed  its  sales 
mix  to  "0  percent  commercial  and 
international  by  leveraging  new  technolo- 
gies and  products,  unique  synergies,  and 
global  opportunities  to  aggressively  serve 
its  customers. 


1984 


diverse  markets 


rangi 


ng  from  ^ 


avionics  and 


automotive  components  to 
industrial  automation  —  while 


Automation      ▲      Avionics      ▲      Telecommunications      A      Defense  Electroic 


e  in  Rockwell 
imagined. 


maintaining  our  leadership  positions  in  aerospace  and 
defense  electronics.  A  Whether  we're  putting 
our  Collins  avionics  on  every  major  airline. 
Putting  our  brakes  on  75  percent  of  all  new 
big  rigs.  Printing  two-thirds  of  America's  daily 
newspapers  on  our  Goss  presses.  Or 
building  a  $3.5  billion  global  indus- 
trial automation  enterprise  with  our 
Allen-Bradley  and  Reliance  Electric 
businesses.  A  It's  time  to  change  your 
perception  of  Rockwell.  For  further 
information  about  our  activities,  write 
to  Rockwell,  RO.  Box  4251,  Dept.  BWU, 
Seal  Beach,  CA  90740-8251.  These  days,  we're  a  very 
different  company  from  the  one  you  think  you  know. 


A      Automotive      ▲      Graphic  Systems 


4.^  RockweU 


Economic  Trends 


I 


BY  GENE  KORETZ 

ONE  PLUS  ONE  = 
HIGHER  WAGES 

A  little  math  can  be  a  big  asset 

Few  U.  S.  labor  market  trends  have 
attracted  as  much  pubhc  concern 
as  the  dramatic  increase  in  earnings  in- 
equahty  since  the  1970s.  Most  econo- 
mists have  attributed  this  development 
to  structiu'al  shifts  in  the  economy  fa- 
voring technological  skills.  They  note 
that  the  wage  premiums  enjoyed  by  col- 
lege graduates  compared  with  high 
school  gi-aduates  took  a  big  leap  in  re- 
cent decades. 

But  years  of  schooling  and  academic 
degi'ees  ai'e  only  pait  of  the  stoiy,  re- 

THE  GROWING  PAYOFF 
FROM  BASIC  MATH  SKILLS 
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ANNUAL  WAGE  PREMIUMS  EARNED 
BY  HIGH  SCHOOL  GRADUATES 
WITH  GOOD  MATH  SKILLS* 
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1978  1986 

A  CONSTANT  1988  DOLLARS  *24.YEAR-0LDS 
DATA:  RICHARD  J,  MURNANE.  lOHN  B.  WILLETT,  AND  FRANK  LEVY 

port  Richard  J.  Mumane  and  John  B. 
Willett  of  Harvard  University's  Gradu- 
ate School  of  Education  and  Fi-ank  Levy 
of  the  Massachusetts  Institute  of  Technol- 
ogy. In  a  study  in  the  May  issue  of  the 
Review  of  Economics  and  Statistics,  the 
reseai'chers  show  that  the  lack  of  math 
skills  themselves  have  had  a  gi-owing  im- 
pact on  wage  dispei'sion  in  the  economy. 

Adjusting  for  race,  family  back- 
groimd,  work  experience,  and  other  var- 
iables, the  researchers  analyzed  the 
wage  profiles  of  samples  of  two  gi'oups 
of  workers:  24-year-old  high  school  and 
college  graduates  in  1978,  and  24-year- 
old  high  school  and  college  grads  in 
1986.  Both  gi'oups  had  been  tested  for 
basic  math  skills,  such  as  using  deci- 
mals and  fractions  and  reading  simple 
Kne  graphs,  when  they  were  high  school 
seniors  six  years  earlier. 

The  study's  findings:  In  1978,  there 
was  only  a  5%  difference  between  the 
wages  of  young  male  college  graduates 
who  had  e.xhibited  a  mastery  of  basic 
math  while  in  high  school  and  the  wag- 
es of  college  grads  with  weak  math 
scores  in  high  school.  But  by  1986, 


yoimg  male  college  graduates  with  good 
math  skills  in  high  school  were  earning 
over  15%  more  than  their  peers  who 
had  scored  poorly.  Among  yoimg  female 
workers  with  college  degi'ees,  the  wage 
premium  widened  from  12%  in  1978  to 
25%  in  1986. 

The  big  surprise,  however,  -was  that 
the  influence  of  math  skills  on  wages 
was  just  as  pronounced  among  high 
school  gi'aduates  with  no  college  atten- 
dance at  all  (chart).  By  1986,  working 
24-year-old  high  school  gi'ads  who  had 
scored  well  on  math  tests  as  seniors 
were  earning  $2,000  to  $3,000  more  a 
year  than  those  with  low  scores. 

To  be  siu'e,  in  1986,  24-year-old  male 
high  school  gi'aduates  with  high  math 
skills  were  still  earning  less  than  24- 
yeai-olds  with  low  skills  earned  in  1978, 
a  sign  of  the  dramatic  decline  in  de- 
mand for  less  educated  males  over  the 
1980s.  But  the  central  message  of  the 
study,  says  Murnane,  "is  that  a  high 
school  student's  mastery  of  basic  cogni- 
tive skills  like  math  is  an  increasingly 
important  determinant  of  subsequent 
wages — even  if  he  or  she  doesn't  go  on 
to  college." 


WHO  NEEDS  GUM 
AND  PATCHES? 

Just  pass  a  hefty  cigarette  tax 

The  Clinton  Administration's  pro- 
posed 75c-per-pack  increase  in  the 
federal  cigai-ette  tax  isn't  likely  to  be  re- 
vived soon,  but  that  hasn't  stopped 
economists  Frank  Chaloupka  and  Henry 
Wechsler  from  calculating  its  impact  on 
smokers.  Their  recent  National  Bureau 
of  Economic  Reseairh  study  based  on  a 
1993  survey  of  U.  S.  college  students 
concludes  that  the  tax  hike  (if  fully 
passed  on  to  smokers)  would  have  cut 
smoking  among  students  by  30%. 

Factoring  in  the  price  responsiveness 
of  all  young  smokers,  the  researchers 
figure  that  the  tax  hike  would  have  re- 
duced the  number  of  smokers  aged  18 
through  24  by  more  than  1.8  miUion.  It 
would  also  have  cut  eventual  smoking- 
related  premature  deaths  in  this  group 
by  more  than  450,000. 

The  two  economists  also  find  that 
such  a  tax  hike  would  lead  to  large  in- 
creases in  tax  revenues,  since  the  smok- 
ing population  is  dominated  by  older 
smokers  whose  habits  are  less  sensitive 
to  price.  Although  tax  receipts  would 
eventually  decline,  they  find  that  the 
ciurent  tax  rate  is  well  below  the  level 
producing  the  highest  long-run  tax  take. 


THE  TAXMAN 
GIVETH-TARDIL 

Will  retail  sales  get  juiced  up? 

Blame  it  on  the  taxman.  After' 
consumer  spending  slowed  eai- 
year,  obsei-vers  were  quick  to  not 
the  InteiTial  Revenue  Service  had 
unusually  late  in  mailing  out  tax  n 
and  that  final  tax  payments  in  Aj 
people  with  liabiHties  wei-e  up  s 
cantly  over  1994  (BW-^lune  5). 

Now,  however,  the  taxman 
coughed  up.  Economists  at  Sal 
Brothers  Inc.  obsei-ve  that  a  recor 
billion  worth  of  personal  refunds 
issued  on  the  final  Friday  of  J 
enough  to  push  the  monthly  tall\ 
above  1994.  Since  many  folks  don' 
for  their*  expected  checks  to  start 
ping,  Solly's  experts  doubt  if  the  i 
surge  will  boost  retail  sales  mud 
they're  keeping  their  fingers  cross 

BLUE-COLLAR 
BLUES  IN  JAPAN 

Factory  jobs  are  dipping  again 

The  rise  in  Japan's  unemploymen 
to  a  record  3.2%  in  March  s 
more  than  a  pause  in  the  recoven 
tends  economist  Shigeki  Sakaki  of  I" 
ra  Research  Institute  America  Iiu 
economy  nov/  seems  to  be  in  the 
stages  of  a  significant  downsizing  ol 
ufactiuing  employment. 

Just  a  month  ago,  reports  SakaJdl 
anese  manufacturers  indicated  that! 
had  cut  costs  enough  to  lower 
break-even  point  to  around  103  y! 
the  dollar.  That's 
stiU  fai"  above  the 
current  exchange 
rate,  so  a  lot  more 
production  seems 
headed  overseas. 

Whereas  facto- 
ry jobs  as  a  per- 
cent of  total  Japa- 
nese employment 
stayed  above  24% 
from  1979  through 
1992,  Sakaki  notes 
that  the  share  is 
now  closer  to  23% 
and  falling.  (The 
U.  S.  ratio  is  16%.) 
The  big  question,  he  says,  is  wh  b 
hiring  by  Japan's  nonmanufactiuinj - 
tors  will  be  strong  enough  to  oft 
more  rapid  erosion  in  factory  jobs. 
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Our  designs  are  constantly  changing  but 


OUR 


PHILOSOPHY 


REMAINS  THE  SAME. 


f-ord  i)L'MiyfUYs  Soo  Kanij.  Robert  Bauer 

At  FORD  MOTOR  COMPANY,  we  work  with  one  basic  premise:  the  design  of  a 
car  or  truck  must  go  beyond  how  it  looks.  This  philosophy  has  taken  many 
shapes  over  the  years,  from  the  Model  T,  to  the  Continental,  Taurus,  Explorer, 
and  Mustang:  cars  and  trucks  celebrated  for  their  design.  Which  might 
explain  why  FORD  MOTOR  COMPANY  has  five  of  the  ten  best  selling  vehicles 
in  America  today.  Right  now  we're  applying  the  latest  technology  and  the  most 
DETAILED  CRAFTSMANSHIP  to  every  aspect  of  every  automobile  we  create. 
By  working  with  the  automotive  industry's  most  powerful  supercomputer,  our 
worldwide  design  team  are  indeed  becoming  the  CRAFTSMEN  OF  THE  FUTURE. 


Ford    •     Ford  Trucks 


Lincoln     •  Mercury 


Q_U  ALITY      IS      JOB  1 


Viktor  Kozeny 

Puntl  Manager 


THE  CZECH  REPUBLIC  I'chek  ri'pabliki  •  Premier  Vaelav  Klaus; 
population  of  111,5  million;  stable  government;  parliamentary  democracy; 
balanced  budget;  (iDP  2.5%;  stable  exchange  rate  1  USD  =  27,8  CZK;  low 
Inflation  lf)%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
USD  8,4  billion;  low  foreign  debt  LISD  9,1  billion;  average  monthly  salarv' 
7.0(10  CZK;  r^SI']  market  capitalization  LiSD  12,4  billion;  80%  economy  in 
private  hands;  skilled  and  educated  work-force;  convertible  currency;  free 
repatriation  of  profits;  tax  treaties:  U.S.A..  Netherlands,  Cyprus  and  others 
•  History:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  Kith 
century  establishment  of  the  Czech  state,  1.'555  Charles  IV,  Roman 
Emperor  and  King  of  FJohemia;  1348  ('harles  University  of  Prague  founded; 
1918  proclamation  of  (V.echoslovakia;  19(i8  Prague  Spring;  1969  procla- 
mation of  the  C'/A'vh  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
beginning  of  dtmiocratic  changes  In  society;  1990  the  t^zech  and  Slovak 
Federative  Republic;  1990  establishment'of  HC&C,  The  Bill  of  Rights; 
1992  first  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
and  establishment  of  the  independent  Czech  Republic;  1994  signature 
of  I'artnership  for  Peace  agreement;  affiliated  member  of  KU';  comple- 
tion of  second  wave  of  privatization;  municipal  elections  confirmed 
('Zech  citizens  strong  support  for  market  econoiny  in  November  1994. 


Harvard  Funds 


1^    il  V 


(    /      (■  li      ii  e  |)  u  b  I  i  c 


HARVARD  FUNDS  lha:ved  fandzl  •  closed  funds;  established  in  K 
one  of  the  largest  funds  in  the  t'zech  Republic,  10%  market  sh< 
licensed  and  approved  investment  funds  by  the  Ministry  of  Final 
the  Czech  Republic:  member  of  the  Association  of  Investment  Funds  ; 
Companies:  largest  shareholder  of  Harvard  Funds,  Hai"vard  Broker. 
Sei-vices.  fund  manager:  Viktor  Kozeny.  education:  Harvard  Univers 
fund  management  company;  tiarvard  Capital  &  Consulting,  Prague, 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  ass* 
under  management;  23  investment  funds;  largest  funds:  Harvard  Divid 
Investment  I'und  and  Hai-vard  Cirowth  Investment  Fund;  listings:  Pra;  dji 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker,  Harv 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  St. 
Exchanges;  largest  holdings:  utilities  25%,  financial  institutions  2  h 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper 
construction  4%  and  consumer  goods  3%i;  return  based  on  initial  pi 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.8! 
(from  May  1,  1992  to  December  16.  1994:  1.035  CZK.  i.e.  the  price 
a  voucher  book),  average  annual  return  three  hundred  and  fifty  perci 
:!50%;  discount  to  Net  Asset  Value  62%  as  of  16  December  1994  on  PSE  f  at: 
trading  day  for  the  year:  December  16,  1994);  dividend  per  share  132  C 


Warning:  AdvcrtisfmiTil  appciirs  lor  inffiim;ili()ii  milv  II  ildcs  n<>[  constitute  an  (il'fcr  to  hiiy  or  sfll  MM  iirilU's,  Xiinc  iif  llicse  seiuritii's  liavc  been  approved  for  purcti 
or  sale  by  any  authorily   'UlMiic  the  (  /.fiU  Republic  Coiilacl  adilress  and  phone  Nam   Hrdinii  Hi.  I  4ii  Oil  Praha  I  •  phone  IHI-H>-2-(i  I  ni;  II  21.  fax  IH)-J2-2-(il()6 
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IE  DIPS  IN  THE  ROAD 
ON'T  LAST  FOREVER 


S.  ECONOMY 


HERE  PINK  SUPS 
IRE  SHOWING  UP 

MANUFACTURING 
1  CONSTRUCTION  - 
SERVICES 


The  economy's  goods-produc- 
ing sector  has  always  been 
'ederal  Reserve's  whipping  boy  when  it  comes  to 
ilining  an  unruly  economy — and  thereby  containing 
ion.  The  punishment  eventually  takes  a  human 
jspecially  on  workers  in  manufacturing  and  con- 
tion.  This  time  the  pain  is  coming  especially  fast. 
2  101,000  drop  in  the  nation's  payi-olls  in  May, 
ring  a  slight  dip  in  April,  shocked  economists,  fi- 
al  markets,  and  probably  even  the  Fed.  It  was  a 
Bion-size  decline,  lai-ger  than  any  since  the  1990-91 
turn.  True  to  fonn,  workers  at  factories  and  build- 
tes  took  the  biggest  blow  (chart), 
ler  downbeat  reports:  Consumers,  faced  with,  high- 
c  bills,  cut  back  on  spending  in  April.  The  nation's 
asing  managers  said  the  industrial  sector  was  in 
iion  in  May.  And  a  triple  dip  in  the  index  of  lead- 
idicators  is  another  red  flag  of  trouble  ahead. 

Fueled  by  new  fears  of  re- 
cession, the  bond  market  ex- 
ploded on  June  2  in  the  larg- 
_   ■  MANUfAciuKiNii         Bst  Intradav  rally  in  a  decade, 

1—      &  CONSTRUCTION  -  ,     .  .  ' 

I   ■  SERVICES  beiore  givmg  back  some  gams. 

I    J  Yields  still  closed  at  a  15- 

i  J  J  _  month  low.  And  the  latest 
data,  especially  the  May  job 
losses,  place  increasing  pres- 
sure on  the  Fed  to  ease  policy. 

The  credit  markets  are  in- 
viting a  rate  cut.  The  rate  on 
ear  Treasury  bills  is  now  more  than  a  quarter 
below  the  Fed's  6%  overnight  federal  funds  rate, 
•ver,  comments  by  top  Fed  officials  on  June  7 
le  markets  less  certain  that  a  rate  cut  was  immi- 
Most  notably.  Fed  Chairman  Alan  Greenspan 
hat,  as  might  be  expected,  the  probability  of  re- 
n  has  "edged  up,"  but  he  also  said  that  the  de- 
ng  slowdown  was  a  desired  result  of  Fed  policy. 

THING  IS  CLEAR:  The  current  slowdown  is  far 
the  soft  landing  that  most  observers  had  in  mind 
the  Fed  set  out  to  slow  growth  from  an  inflation- 
ace  of  4%  in  1994  down  to  an  inflation-neutral 
h  rate  of  about  2.5%.  Based  on  the  latest  num- 
second-quarter  growth  in  real  gi'oss  domestic 
ct  will  struggle  to  clear  1%. 
'  good  news,  however,  is  that  the  weakness  still 
rs  to  be  temporary  and  unlikely  to  feed  on  itself 
^ay  that  would  send  the  economy  spii'aling  down- 
into  a  painful  recession  (page  76). 
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So  fai;  the  softness  is  concentrated  on  the  output  side 
of  the  economy,  mainly  in  the  goods-producing  sector. 
The  production  weakness  suggests  that  what's  going  on 
is  primarily  an  attempt  by  businesses  to  vn^estle  their 
excessive  inventories  into  better  alignment  with  slow- 
er gTovrth  in  demand.  Once  stock  levels  are  adjusted, 
manufacturing  output  will  pick  up  again. 

Of  course,  this  assumes  that  consumer  demand  doesn't 
suddenly  sink  into  obhvion.  On  that  score,  the  news  is 
encouraging.  Although  real  consumer  spending  on  goods 
and  services  fell  0.1%  in  Apiil,  retailers  reported  healthy 
May  sales.  Also  in  May,  Detroit  announced  that  sales  of 
U.  S.-made  cars  and  light  tiucks  rose  to  an  annual  rate  of 
14.6  million,  up  from  a  tepid  13.9  million  pace  in  Api-il. 

AT  FIRST  BLUSH,  April's  huge  1.1%  drop  in  house- 
holds' real  aftertax  income  would  appear  to  blight 
chances  for  healthier  consumer  spending.  However, 
special  factors  were  at  work.  The  second  installment  of 
the  1993  tax  hike  on  the  wealthiest  individuals  subtract- 
ed a  huge  $50  billion  from  incomes,  at  an  annual  rate. 

May  incomes  will  return  to  normal.  Also,  by  the  end 
of  April,  the  Internal  Revenue  Service  had  caught  up 
with  its  mailing  of  refund  checks,  which  had  been  de- 
layed. That  may  have  played  a  small  part  in  recent  con- 
sumer weakness.  But  at  the  end  of  May,  refunds  totaled 
a  record  $8.8  billion,  twice  the  year-ago  pace. 

Those  checks  may  be  help- 
ing June  spending.  The  John- 
son Redhook  survey  of  retail- 
el's  shows  strong  sales  in  eaiiy 
June,  compared  to  May.  And 
consumer  balance  sheets  look 
healthy.  Mortgage  delinquen- 
cies in  the  first  quarter 
dropped  to  a  22-year  low,  and 
a  new  wave  of  refinancing  will 
lift  cash  flow  (page  43). 

Besides,  the  recent  slow- 
down in  consumer  spending  has  not  been  broad.  The 
weakness  has  been  solely  in  durable  goods.  In  the  first 
four  months  of  the  year,  the  pace  of  the  remaining 
85%'  of  outlays  has  picked  up. 

And  almost  all  of  the  decline  in  durable  goods  sales 
was  in  motor  vehicles.  That's  why  the  inventory  con-ec- 
tion,  and  the  need  to  throttle  back  output,  is  heavily 
concentrated  in  the  auto  and  related  industries. 

Detroit's  gyrations  may  also  be  exerting  a  dispropor- 
tionate impact  on  the  purchasing  managers'  index 
(chait),  which  tends  to  be  highly  coirelated  with  fluctu- 
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ations  in  the  output  of  autos  and  tracks.  The  purchas- 
ers' gauge  of  industrial  activity  dropped  in  May  to 
46.1%,  from  52%  in  April.  That's  below  the  50%  line  di- 
viding recession  fi'om  expansion  in  manufacturing. 

Almost  all  of  the  components  fell,  including  orders, 
production,  employment,  and  inventories.  In  particular, 
the  inventory  index  dropped  to  a  level  suggesting  fac- 
tory inventories  have  stopped  growing  and  may  well 
begin  to  decline.  This  hints  that,  as  June  began,  inven- 
tory correction  was  undemay.  Official  inventory  data 
from  the  Commerce  Dept.  nin  only  thi'ough  April  right 
now,  and  manufacturing  and  wholesale  inventories  were 
still  rising  in  April. 

BUT  WHILE  THE  SLOWDOWN  looks  to  be  only  tem 
porar-y,  it  also  is  tur*ning  out  to  be  sharp.  The  May 
employment  report  was  a  real  head  turner.  The  num- 
bers were  weak  from  top  to  bottom.  Manufacturing 
lost  56,000  jobs  on  top  of  the  25,000  shed  in  April,  and 
constrTJCtion  laid  off  57,000  workers  after  April's  19,000 
decline.  Service  companies  managed  to  increase  payrolls 
by  36,000,  a  tiny  amount  by  r-ecent  standards. 

In  addition,  the  May  workweek  fell  by  a  steep  18 
minutes,  to  34.3  hour's.  That  drop,  plus  the  relentless 
rise  in  jobless  claims,  portends  further  weakness  for 
payrolls  in  June. 

In  the  factory  sector,  the  workweek  held  at  April's 
reading  of  41.5  hours,  but  because  of  fewer  jobs  and 
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ANOTHER  SI6N I 
ROUGH  TIMES  AHlii 


less  overtime,  the  data  imply  that  factory  productm  i 
May  dechned  for  the  fourth  month  in  a  row,  liket 
by  another  big  drop  in  car  and  tmick  output. 

Another  eye-popping  number  was  April's  0.69(iy' 
in  the  goverilment's  index  of  leading  indicator's, 
that  point  to  the  economy's  futur*e  (chart).  The  Api 
cline  was  the  thirxl  in  a  row,  a  traditional  waminjth; 
recession  is  just  around  the  comer  And  based  or" 
data  so  far,  the  index  likely  fell  again  in  May. 

Bear  in  mind  that  the  lead- 
ing index  has  a  spotty  record 
at  calling  recessions.  The  prob- 
lem: Five  of  the  11  indicators 
that  comprise  the  index  are 
directly  hnked  to  manufactur- 
ing, which  has  shrunk  to  only 
about  20%  of  the  economy's 
GDP  and  now  accounts  for  less 
than  16%  of  total  employment. 
Consequently,  the  index  in  re- 
cent years  has  acted  more  like 
a  coincident  indicator,  telling  us  more  about  whei 
are  and  less  about  where  we're  headed. 

Sadly,  May's  job  losses  do  a  much  better  job  c 
scribing  where  we  are  right  now.  But  unless  consi 
suddenly  abandon  the  malls — which  seems  unUkely 
pain  will  be  short,  and  the  gain  vrill  be  an  extende 
for  the  expansion. 
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THE  INFUTION  BEAST  IS  RESTLESS 


With  Taiwan's  economy  gr'ow- 
ing  like  a  weed,  it's  not  sur- 
prising that  inflation  is  now  a  crit- 
ical concerTi  for  investors. 

Real  gross  domestic  product  in 
the  first  quarter  surged  7%  from 
a  year  ago,  the  fastest 
pace  in  thr-ee  years. 
Consumer  spending 
grew  at  a  6%  clip,  but 
exports  soared  23.3%. 
Exporters  sold  more 
to  China  and  Hong 
Kong,  collectively  Tai- 
wan's biggest  trading 
partner.  And  thanks  to 
the  strong  yen  and 
U.  S.  expansion,  ex- 
ports rose  32%  to  Japan  and 
13.7%  to  the  U.  S. 

The  downside  to  rapid  growth 
has  been  the  resur-gence  of  infla- 
tion fears.  In  the  first  quarter, 
consumer  prices  grew  at  a  4.2% 


A  GROWTH  SPURT  LIFTS 
INFLATION  FEARS 
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annual  rate,  far  above  the  3.5% 
projected  by  the  government  in 
late  1994.  In  fact,  the  government 
has  had  to  raise  its  inflation  fore- 
cast for  all  of  1995,  ft-om  3.7%  to 
3.9%,  and  private  economists 

think  it  could  top  4%. 
In  response,  the  stock 
market  plunged  20% 
from  early  January 
until  late  May. 

Inflation  has  been 
tamer  this  quarter, 
thanks  to  slowing 
money-supply  growth, 
high  interest  rates, 
and  a  str-ong  curTency. 
In  May,  consimier 
prices  rose  just  3.3%  annually, 
down  fr-om  April's  4.3%.  Investors 
voiced  approval  with  an  early- 
June  rally  in  the  stock  market. 

To  check  inflation,  Taiwan's  cen- 
tral bank,  the  Central  Bank  of 


China,  is  likely  to  rely  on  tight 
money  growth  and  a  rising  cui* 
rency.  In  April,  the  broad  M2 
money  supply  grew  11%  from  ; 
year  ago — hefty,  but  still  the  Ic 
est  rate  in  four  year's.  Meanwh 
the  Taiwanese  dollar  has  climb( 
3%  against  the  U.  S.  dollar  so  f 
this  year.  And  with  its  $97.9  hi 
lion  in  foreign  reserve,  Taiwan 
can  easily  guide  its  dollar's  futi 
direction. 

A  strong  currency,  though,  n 
hold  back  exports — a  huge  59% 
the  economy.  Another  risk  is  tl: 
slow  growth  in  the  U.  S.  and  Ji 
pan.  Together,  the  two  nations 
buy  36%  of  Taiwan's  exports,  s< 
softer-than-expected  upturns  in 
the  world's  two  largest  economi 
could  hurt  Taiwan's  growth  late 
on.  Investors,  however,  are  cou: 
ing  on  a  slowdov^m  to  ease  their 
inflation  worries. 
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The^ewMuWPASS  lOOOisthe 
six '  J  most  imporM  pieces  of 
office  quipment  next  to  your  PC. 
Qlfs  a  laser-quality  printer  Hlfs  a 
plain  paper  fax.  HK  a  PC  fax. 
lilfs  a  scanner  Jte  a  copier  'Ifs 
a  M-featured  telephone.  Plus  it 
includes  easy-to-use^  MuldPASS 
Desktop  Managa*  for  Windows 
software  to  run  it  everything 
you  need  next  to  your  PC . 
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Document  Proceaafng  Syalem 


Everything. 


CaU  1-800 -4321-HOP 

©       tjnijn  LlS.A.,  Inc.  Multil'ASS  is  ,i  trndcmark  ot  t  jiion  Inc 

Windows  IS  a  trjdL'in.irk  nt  Mii^riNifi  Cj)rp()ranun.  t  .mm  i^omniircr  not  iiKliidcd. 
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News:  Analysis  &  Commentary 


DEALS 


GERSTNER  AT 
THE  GATES 


IBM's  hostile  bid 
for  Lotus  signals 
its  resolve  to 
take  on  Microsoft 

Lou  Gei-stner  hates  it  when  he  heai-s 
people  call  Microsoft  the  world's 
largest  softwai'e  company.  It  gnaws 
at  him.  The  fact  is,  IBM  sells  $11 
billion  worth  of  software  a  year — more 
than  twice  Microsoft's  revenues. 

The  world  won't  likely  slight  IBM 
again  if  Gerstner  pulls  off  his  surprise 
$3.3  billion  cash  offer,  announced  on 
June  5,  for  Lotus  Development  Cor-p. 
The  bid — Big  Blue's  first-ever  hostile 
takeover  attempt — would  not  just  be 
the  biggest  deal  in  the  history  of  soft- 


ware: It  also  has  the  potential  finally 
to  make  IBM  a  serious  challenger  to 
Microsoft  Corp.,  which  owns  a  stagger- 
ing 80%  of  the  mai'ket  for  the  operating 
systems  and  applications  suites  that  run 
on  personal  computers. 

How?  The  acquisition  could  allow  ibm 
to  seize  the  lead  in  the  new  era  of  net- 
worked computing.  Right  off  the  bat, 
IBM  would  get  Lotus'  cc:Mail  and  Notes, 
the  top-selling  packages  for  electronic- 
mail  and  gi'oupware.  More  important, 
IBM  has  the  marketing  muscle,  financial 
resoui'ces,  and  technology  knowhow  to 
make  Notes  a  widespread  "platfoiTn"  for 
building  networked  infonnation  systems. 
"There's  an  opportunity  for  leadership 
in  the  combined  entity,"  says  Gerstner. 
SORRY  STATE.  Just  ask  Bill  Gates.  "It's 
fascinating,"  says  the  Microsoft  chair- 
man, who,  like  just  about  everybody 
else,  was  stunned  by  the  boldness  of 
the  IBM  move.  But  he  warns:  "It  really 


has  a  lot  to  do  with  execution."  On 
of  the  bid.  Gates  assembled  a  six-p 
task  force  to  study  the  impact 
IBM-Lotus  combination  on  Microso 

The  acquisition  plan  was  hatch( 
ter  a  series  of  internal  task  fore 
IBM  had  summed  up  the  soiTy  sta 
the  company's  software  efforts.  Th 
sessment  was  grim:  ibm,  with  thoui 
of  progi-ammers  around  the  world 
had  no  significant  presence  in  dei 
software.  It  had  failed  to  perf« 
groupware  product,  and  Microsoft 
poised  to  make  a  major  push  into  it, 
working  with  its  new  Windows  95 
ating  system  and  a  Notes-like  pacaj 
called  Exchange.  John  M.  Thorn' 
the  senior  vice-president  Gerstnei 
asked  to  straighten  out  software  o  i 
tions  in  Januaiy,  concluded  that  the  t 
est  route  into  network  software  vu 
be  buying  Lotus. 

The  two  companies  have  a  long  U 
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IBM 


■  marketing  and  development 
igements,  primarily  involving 
s  and  OS/2,  the  IBM  operatini^ 
m.  As  recently  as  last  sum- 
Lotus  CEO  Jim  P.  Manzi  was 
ssing  a  number  of  possible  ai"- 
;ments  with  James  A.  Canna- 
ibm's  foi-mer  chief  strategist — 
ling  a  proposal  by  Manzi  for 
3  buy  Lotus'  declining  desktoj) 
are  business,  which  includes 
-2-3  spreadsheet  line, 
tnzi,  though,  rebuffed  Thomp- 

suggestions,  starting  early 
/ear,  that  IBM  acquire  all  of 
).  By  the  spring,  the  testy  re- 
ship  between  the  two  com- 
s  had  grown  strained — and 
jegun  exploring  alternatives.  In 
lay,  say  executives  familiar  with 
Dmpany's  plans,  IBM  was  ready  to 

a  deal  with  a  small  softwai'e  mak- 
led  Attachmate  Corp.,  which  sells 
,es-like  product  <^alled  Open  Mind, 
)  buy  Stai'  Division,  a  tiny  GeiTnan 
iny  that  sells  a  suite  of  desktop 
are  applications. 

MtOARING  SUCCESS."  Even  as  IBM 
iated  these  deals,  top  executives 
ioned  whether  they  would  suffice, 
e  May,  Gerstner  made  the  call:  Go 
Lotus — with  or  without  Manzi. 
'sts  say  Gerstner's  instincts  are 
on.  They  point  out  that  the  deal 
represent  the  last  best  chance  for 
companies  to  keep  Microsoft  from 
lating  networked  computing  the 
t  rules  in  desktop  PCs.  Indeed,  as 
nter  of  gravity  shifts  from  desktop 
)  the  network,  operating  systems 
IS  Windows  may  no  longer  be  the 
;rategic  technology.  "Network-cen- 
•mputing  has  little  to  do  with  Win- 
"  says  Cannavino,  who  retired  at 
id  of  March. 

it's  what  Manzi  has  been  saying  all 
But  Lotus  hasn't  had  the  organ- 
1  or  the  might  to  make  Notes  the 
)ws  of  networked  computing, 
where  IBM  can  help.  Gei'stner  fig- 
BM  can  establish  Notes  as  a  ubiq- 
software  platfomn.  The  quickest 
would  be  to  persuade  PC  makers 
0  Notes  with  eveiy  machine  they 
nd  Gerstner  has  hinted  he  may 
5  Notes  with  IBM  pes.  Meanwhile, 
siders  figure  they  can  push  Notes 
to  $1  billion  next  year,  up  40% 
vhat  analysts  project  Lotus  will  do 
5.  Equally  important,  IBM  has  the 
tise  to  beef  up  Notes  so  it  can 
hundreds  of  thousands  of  users 
letwork. 

i,  as  Gates  points  out,  it  will  all 
the  execution.  "They  have  an  $11 
software  business  they  can't  run. 


GERSTNER:  Bold  moves       MANZI:  Few  options 


They're  going  to  i-un  Lotus  better?  Get 
out  of  here,"  says  Mai-c  Butlein,  chaimnan 
of  Meta  Group,  a  computer  consulting 
firm.  Nobody  is  more  aware  of  IBM's 
shortcomings  than  Gerstner.  So,  in  a 
memo  sent  over  the  Internet  to  Lotus 
employees,  Gerstner  promised  that, 
postmerger,  Lotus  will  sui^vive  intact  and 
become  the  hub  of  a  new  IBM  PC  soft- 
ware operation.  Notes  developer  Ray- 


mond E.  Ozzie  already  sounds  like  a 
convert:  "I've  spent  10  yeai-s  of  my 
Hie  nmtming  this  product,"  he  says. 
"We  have  a  goliath  coming  into  the 
mai'ket  with  Microsoft.  I  want  to  do 
everything  I  can  to  make  sure  that 
Notes  is  a  rip-roaiing  success." 

Geretner  has  more  at  stake  than 
his  $3.3  billion.  For  more  than  a 
year,  he  has  been  telling  analysts 
and  customers  that  the  future  of 
the  company  depends  in  large 
measure  on  its  ability  to  lead  in 
network  computing.  Notes  would 
help  make  that  happen.  Prior  to 
June  5,  IBM  had  been  negotiating 
with  Lotus  to  iim  Notes  on  the  IBM 
Global  Network,  which  canies  data  for 
25,000  coi-porate  customers,  for  example. 

With  $10.5  billion  in  cash  and  a  stock 
that  has  doubled  in  the  past  two  years, 
Gerstner  may  not  stop  his  shopping 
with  Lotus.  Insidei-s  say  IBM  could  make 
a  play  for  network  operating-system 
maker  Novell  Inc.  or  database  maker 
Informix  Corp.  Gerstner  declines  to 
comment  on  additional  acquisitions  but 


Software's  New  Playing  Field? 

How  IBM's  and  Microsoft's  operations  would  stack  up 


IBM/LOTUS 


MICROSOFT 


ON  THE  DESKTOP. 


•  Its  OS/2  operating  system, 
launched  seven  years  ago,  isn't  in  the 
same  league  as  Microsoft's  Windows. 
And  IBM's  few  applications  never 
caught  on.  Lotus  would  give  IBM  a 
presence  in  applications — particu- 
larly with  Lotus  1-2-3. 


•  With  70  million  users,  Windows 
dominates  the  operating-system 
market-and  its  base  is  growing. 
Thanks  to  its  Excel  spreadsheet  and 
word  processing  package,  Word, 
Microsoft  also  is  the  biggest  player 
in  applications  software. 


OFFICE  NETWORKS. 


•  Lotus'  Notes  is  the  key.  The  group- 
ware  package  has  a  huge  lead  over 
competitors'  products  and  would  fill 
a  hole  in  Big  Blue's  product  line. 
Lotus  also  brings  cc:Mail,  the  leading 
electronic-mail  product. 

TOP-TO-BOTTOM 

•  The  company  is  the  entrenched 
leader  in  mainframe  and  minicom- 
puter software  for  running  corporate- 
wide  systems.  The  challenge:  Moving 
that  "mission-critical"  software  onto 
the  PC-based  networks  that  are 
replacing  bigger  machines. 


•  Its  Windows  NT,  for  networks  of 
personal  computers,  is  gaining 
market  acceptance.  But  Exchange, 
a  Notes  competitor  that  likely  won't 
appear  until  next  year,  has  hit 
repeated  snags. 

TECHNOLOGY... 

•  The  king  of  PC  software  hopes 
to  push  NT  and  related  programs 
into  IBM's  big-system  turf.  This 
summer,  it  will  introduce  Microsoft 
Network,  an  online  information  and 
communications  service  that  will 
compete  with  IBM's  Prodigy. 


News:  Analysis  &  Commentary 


stops  short  of  naling  them  out.  "Right 
now  we  are  focusing  on  this  one,"  he 
told  reporters  on  June  5. 

Manzi  may  be  the  only  i-eal  obstacle 
to  the  deal.  "It  comes  down  to  the  ego 
of  [Lotus']  top  execs,"  says  John  Mc- 
Carthy, an  analyst  with  Forrester  Re- 
search Inc.  "They  don't  want  to  be  la- 
beled as  selling  out  to  ibm."  Lotus 
executives  aren't  talking  about  IBM's 


bid,  but  their  options  appear  limited. 
The  most  obvious  white  knights — at&t, 
Oracle,  and  Hewlett-Packard — all  are 
unlikely  to  top  IBM's  $60-per-share  offer 
The  best  Manzi  can  do,  analysts  ex- 
pect, is  to  bump  Big  Blue's  bid  up' to 
$65  or  $70  per  share  by  threatening 
to  exercise  Lotus'  poison  pill,  which 
IBM  is  suing  to  dismantle.  Beyond  that, 
"it's  basically  done,"  says  Paul  John- 


son, an  analyst  at  Robertson  Steaoi 
Inc.  "It's  a  matter  of  price  andiin 
ing."  Lotus'  directors,  whom  iHnj 
seeking  to  oust,  must  meet  by  Juklr 
to  discuss  their  options.  Most  lie; 
they  will  agi'ee  to  usher  theii-  conjar 
with  IBM,  to  the  forefront  of  softw 
new  era. 

By  Amy  Cortese  and  Ira  Sag 
New  York,  with  bureau  reports 


LOTUS:  NO  ONE  KNOWS  WHO'S  IN  CHARGE' 


Credit  IBM  with  impeccable 
timing:  Its  hostile  take- 
over bid  has  caught  Lo- 
tus Development  Corp.  at  a 
particularly  vulnerable  mo- 
ment. A  stunning  $18  million 
first-quarter  loss — its  first  in 
years— has  sent  Lotus  reeling. 
Top  managers  are  feuding, 
and  with  layoffs  looming,  em- 
ployee morale  is  in  the 
dumps.  It's  "like  a  soap  op- 
era," says  a  fonner  executive. 

On  May  15,  a  poweiful  out- 
side director,  former  Citicorp 
President  Richai'd  S.  Brad- 
dock,  took  over  an  office  at 
Lotus'  headquartei's  to  over- 
see a  major  cost-cutting  pro- 
gi'am  and  coi-porate  reorgan- 
ization. All  of  Lotus'  four 
business  units  now  report  to 
Braddock — making  unclear, 
say  outsiders,  the  role  of 
Ciiief  Executive  Jim  P.  Manzi.  "It's  a 
battlefield,"  says  one  former  top  ex- 
ecutive. "No  one's  sure  who's  in 
charge- — Braddock,  Manzi,  or  the 
business  heads." 

TURMOIL.  Manzi  decHned  to  comment. 
Braddock  says  "there's  no  ten.sion" 
between  himself  and  Manzi,  who  he 
says  is  also  overseeing  the  restruc- 
turing. But  he  admits  "there's  a  cer- 
tain amount  of  fragility  right  now" 
within  Lotus.  Indeed,  sources  famil- 
iar with  the  company  say  Braddock's 
amval  has  tensions  mnning  high 
among  senior  managers.  Lotus  has 
eliminated  32  high-level  positions  in 
the  past  two  weeks,  and  hundreds  of 
layoffs  at  lower  levels  are  expected 
dui'ing  the  next  few  months. 

The  turmoil  began  in  January, 
when  the  company  announced  a  50% 
price  cut  on  a  new  vei-sion  of  its  hot 
Notes  progi'am — well  befor-e  the  soft- 
ware was  available.  The  unusual 
move  temporarily  killed  demand  for 


REORGANIZER:  Braddock  staiied  a  sliakeup 


Notes,  contributing  to  an  18%  first- 
quarter  revenue  decline.  Lotus'  top 
managers  were  caught  off  giiai'd,  and 
its  investors  more  so:  Lotus  shares, 
which  had  traded  as  high  as  85  in 
March,  1994,  fell  into  the  low  30s. 
Two  of  Lotus'  largest  investors  told 
BUSINESS  WEEK  at  the  time  that  they 
would  sell  their  stakes  if  offered  $50 
a  shar'e. 

Manzi,  attempting  to  restore  confi- 
dence, announced  plans  on  Apr".  19  to 
cut  costs  and  reor-ganize  the  compa- 
ny. Now,  Braddock  and  Senior  Vice- 
President  Robert  K.  Weiler  insist 
things  are  going  as  well  as  can  be 
expected.  But  Lotus  employees  are 
rattled,  and  there  ar-e  those  among 
the  rank  and  file  who  are  sympathet- 
ic to  a  takeover  by  IBM.  "To  lots  of 
employees,  [the  bid]  is  manna  from 
heaven,"  says  Stephen  J.  Crummey, 
a  former  Lotus  sales  chief. 

One  of  those  who  is  pleased  at  the 
pr-ospect  may  be  the  single  Lotus 


employee  ibm  would  want 
most  to  keep  happy — Note 
inventor  and  architect  Ray 
Ozzie.  Ozzie  already  has  in( 
cated  he  would  welcome  Bi 
Blue's  deep  pockets,  say  as 
dates  of  the  developer.  Ozz 
has  not  been  happy  about  t 
pace  at  which  Lotus  has  ex 
panded  demand  for  Notes, 
these  sources  say. 
LOTUS-EATERS.  Another  IBI 
sympathizer:  Mitchell  D.  K 
or',  Lotus'  founder  Kapor  h 
been  gone  from  the  softwai 
maker  for  nine  years.  But 
a  computer-industry  elder 
who  once  bore  a  practiced 

I disdain  for  IBM  and  its  way 
his  support  of  Big  Blue's  bi 
comes  as  a  surprise.  "Some 
thing  decisive  had  to  hap- 
pen," Kapor  says.  He  calls 
IBM's  offer  a  "good  deal"  th; 
management  probably  should  acce{ 
That  feeling  isn't  universal.  Mai 
employees,  accustomed  to  Lotus' 
relatively  freewheehng  culture,  re 
main  extr-emely  wary  of  IBM's  bu 
r-eaucr"acy — and  its  dismal  tr^ack 
record  in  personal-computer  soft- 
ware. Until  IBM  offers  very  favor- 
able terms  to  key  employees,  "the 
prospect  of  working  for  IBM  is  ver 
unappealing,"  says  Tim  Davenport 
a  Notes  manager  who  left  Lotus 
May  19. 

Manzi  clearly  concur-s.  He  likely 
would  not  be  kept  on  by  IBM  and  is 
showing  signs  he'll  fight  the  take- 
over On  the  other  hand,  Manzi 
stands  to  earn  a  windfall  of  at 
$73  million  on  his  stock  if  the  deal ; 
goes  thr-ough.  He  also  would  be  ex- 
tricated ft'om  the  latest  and  most  d 
ficult  in  Lotus'  long  string  of  crises 
Given  his  choices,  he  may  opt  not  f 
oppose  IBM's  offer  for  long. 

By  Geoffrey  Smith  in  BosH 


sit 
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I  MAKERS  AREN'T 
)MPLAINING.  BUT... 

h  demand  booming,  components  are  scarce 


on  Aug.  24,  needs  a  hefty  8  megabytes 
of  DRAM — and  many  consumers  want  as 
much  as  16  megabytes. 

DRAM  makers  can't  ramp  up  produc- 
tion now  because,  following  a  glut  sever- 
al years  ago,  Japanese  makers  of  the 
chips  decided  against  building  new 
plants.  The  result:  "We're  sold  out  pret- 
ty much  thi'ough  the  rest  of  this  year," 
says  Shigeki  Matsue,  vice-president  of 
NEC  Corp.'s  Semiconductor  Group.  NEC's 
rivals  say  they're  in  the  same  boat. 

Other  problems?  Apple  can't  get 
enough  PowerPC  chips  from  ibm.  Pen- 


ting  enough  of  that  component,  but 
some  computer  industry  execs  worry 
that  the  situation  could  change  sudden- 
ly. "If  PC  makers  turn  around  and  say 
they  need  a  couple  hundred  thousand 
extra  drives,  they  might  have  a  prob- 
lem," says  Gary  S.  Marks,  marketing 
vice-president  of  drivemaker  Conner  Pe- 
ripherals Inc. 

All  this  is  driving  up  parts  prices,  at 
least  temporai-ily.  Some  PC  makers  even 
are  paying  cash — often  more  than  quot- 
ed prices — for  paits  up  to  three  months 
in  advance  of  delivery,  says  Robert 
Gunn,  sales  and  marketing  vice-presi- 
dent at  PC  circuit-boai'd  maker  Micronics 
Computers  Inc. 

NICE  PRICE.  Shortages  don't  look  to  ease 
thi'ough  at  least  yearend — and  through 
1996  for  DRAMS.  So  fai;  the  supply  prob- 
lem hasn't  inflated  PC  prices,  because 
companies  such  as  Packard  Bell  Elec- 
tronics, HP,  and  IBM  are  keeping  them 
low  as  they  push  to  gain  or  regain  share 


icques  Clay  doesn't  want  to  sound 
^eedy.  After  all,  the  general  man- 
iger  of  Hewlett-Packard  Co.'s  per- 
-computer  operation  saw  first-quar- 
•c  sales  jump  60%.  But  because  of 
:ages  of  everything  fi'om  memory 
to  monitors,  hp  couldn't  satisfy  all 
lemand.  "We  could  have  been  doing 
•r,"  laments  Clay.  "The  component 
age  is  clearly  hurting  us." 
s  hurting  his  rivals,  too.  Almost 
f  PC  maker  is  crying  the  can't-get- 
-I-want  blues.  Analysts  say  Apple 
puter  Inc.'s  order  backlog  has 
;d  to  $500  million  be- 
;  it  can't  find  an  ade- 
!  supply  of  microproces- 
-or    memory  chips, 
;ors,  and  high-speed  CD- 
drives,  for  that  matter, 
every  bloody  thing," 
s  Chief  Financial  Offi- 
3seph  A.  Gi-aziano.  Acer 
dca   Corp.  President 
Id  Chwang  figures  he 

ome  $30  million  in  sales,     ^^^„"  ---------  -  -  -  7''".         "  "  "  u  "/.u  ,~       J  "  "  "J""u"  " 

7c  of  Acer's  first-quarter    MONITORS  The  booming  TV  industry  sucked  up  much  of  the  supply  produced  by 

because  of  short  sup-   

No.  1  PC  maker  Com- 
'omputer  Corp.,  sitting 
$2  billion  inventory, 
i  generally  unworried — 
jh  even  it  is  fretting 
a  possible  shortage  of 
iter  monitors  later  this 


A  Paucity  of  PC  Parts 

DYNAMIC  RANDOM-ACCESS  MEMORIES  (DRAMs)  NEC,  Toshiba,  Samsung,  Micron 
Technology,  and  others  can't  keep  up  with  demand  for  memory  chips  to  run  new  soft- 
ware such  as  Microsoft's  upcoming  Windows  95 

STATIC  RANDOM-ACCESS  MEMORIES  (SRAMs)  PCs  based  on  Intel's  new  Pentium 
processor  need  twice  as  many  SRAMs  as  the  previous  generation,  making  it  hard  for 
companies  such  as  Motorola,  Hitachi,  and  Cypress  Semiconductor  to  keep  pace 


CD-ROM  DRIVES  The  need  for  high-speed  drives  for 
hot-selling  multimedia  games  has  put  heavy 
demands  on  drivemakers  such  as 
Mitsumi  Electric  and  Sony  —  


;r-HUNGRY.  The  prob- 
if  you  can  call  it  that: 
ing  demand  for  person - 
iputers.  In  January,  an- 
predicted  that  1995  pc- 
ales  growth  would  slow 
%  from  20%  in  1994. 
driven  by  consumers 
rant  new,  more  power- 
achines  to  play  games 
IS  Doom  and  to  surf  the  Internet, 
could  jump  as  much  as  30%. 
it  should  be  cause  for  celebra- 
if  only  there  were  enough  parts  to 
)und.  The  most  critical  component 
)rt  supply:  the  ubiquitous  dram 
tnic  random-access  memoiy)  chip. 
3  root  of  the  memoiy  shortage  is 
Corp.'s  relentless  price-cutting  on 
ry-hogging  Pentium  microproces- 
he  brains  of  IBM-style  PCs.  In  ad- 
,  to  run  well,  Microsoft  Corp.'s 
'iws  95  operating  softwai'e,  due  out 


tium  also  is  boosting-  demand  for  static 
RAM.  another  memoiy  chip.  "We  are  in 
the  world  mai'ket  trying  to  get  as  many 
as  we  can  get  our  hands  on,"  says  Com- 
paq Chief  Executive  Eckhard  Pfeiffer 
Actually,  supplies  are  tight  on  just  about 
everything — from  capacitors  to  high- 
speed CD-ROMS.  Taxed  by  robust  TV 
sales  in  Asia,  Japanese  makers  of  cath- 
ode-ray tubes  can't  keep  up  with  de- 
mand for  PC  monitors. 

One  of  the  few  exceptions:  hard-disk 
drives.  PC  makers  report  they're  get- 


CHURNING  OUT 
COMPAQ  PCs 

or  enter  new  markets.  "They're  really 
fanning  the  flames,"  says  analyst  Dan 
Ness  of  Computer  Intelhgence/InfoCorp. 

Eventually,  though,  buyers  may  be 
forced  to  accept  less  poweiful  models — 
or  pay  up  for  features  they  need.  That 
could  put  the  brakes  on  demand,  says 
Bear,  Steams  &  Co.  analyst  Andrew  J. 
Neff.  Unfortunately,  a  cure  like  that  is 
probably  worse  than  the  disease. 

By  Robeti  Hof,  with  Kathy  Rebello 
in  San  Francisco,  Gary  McWilliams  in 
Houston,  and  Larry  Holyoke  in  Tokyo 
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CASPER  GASPER?  These  days,  a  $. 
million  price  tag  isyi't  so  otherwo'. 


CAN  EDGAR  BRONFMAN 
SWIM  WITH  THE  SHARKS? 

Eye-popping  costs  are  squeezing  studio  margins 


OVITZ:  Pushing 
the  envelope 


He  has  produced  a  couple  of  movies 
and  wi-itten  a  few  songs.  But  the 
Hollywood  education  of  Edgar 
Bi'onfman  Ji'.  apparently  began  in  ear- 
nest in  the  wee  hours  of  June  5.  That's 
when  the  Seagi'am  Co.  chief  executive 
and  Michael  S.  Ovitz,  chairman  of  talent 
agency  Creative  Artists  Agency  Inc., 
called  off  their  month-long  negotiations 
for  Ovitz  to  mn  Seagram's  newly  ac- 
quu'ed  entertainment  giant,  mca  Inc.  In 
the  end,  the  issues  that 
kept  Tinseltown's  premier 
dealmaker  from  closing 
his  biggest  deal  were 
quintessentially  Holly- 
wood— money,  control, 
and  ego. 

But  if  Michael  Ovitz 
proved  difficult  for  Bronf- 
man to  land,  wait  until 
the  Seagram  .scion  settles 
in  for  a  closer  look  at  the 
economics  of  the  industry 
he  spent  $5.7  billion  buy- 
ing into.  Partly  because 
of  people  like  superagent  Ovitz,  Holly- 
wood's salaries  are  increasing  far  faster' 
than  its  revenues — and  pr-ofits  fi-eciuent- 
ly  are  illusory.  "The  fact  is,  the  econom- 
ics of  this  industry  are  terribly  out  of 
whack,"  says  industry  lawyer-  Peter  J. 
Dekom,  a  partner  in  the  Beverly  Hills 
firm  Bloom,  Dekom,  Hergott,  and  Cook. 
"And  they  aren't  getting  any  better." 


PAINTING 
TINSELTOWN  GREEN 


AVERAGE  COSTS  OF 
MAKING  AND 
DISTRIBUTING  A  MOVIE 


'90  '91  '92  '93 
A  MILLIONS  OF  DOIWRS 

DATA  MOTION  PICTURE  ASSN 


Tr-uth  be  told,  Hollywood  spending 
has  reached  Ramboesque  pr'oportions. 
Last  year,  the  Motion  Picture  Associa- 
tion of  America  r-eports,  the  industry 
spent  an  average  of  $34.2  million  to 
make  a  film  and  an  additional  $16  mil- 
lion to  mar'ket  it — both  figau'es  near'ly 
double  the  tab  of  just  seven  year's  ago 
(chart).  The  r-esult?  Despite  the  growth 
of  cable  television  and  international  mar*- 
kets,  industrywide  operating  margins 
slipped  fr"om  neariy  10% 
in  1989  to  6%  in  1993, 
accor-ding  to  investment 
banker-s  Ver-onis,  Suhler 
&  Associates  Inc. 

This  year  is  hkely  to 
be  even  wor-se.  While 
the  box  office  is  just 
1.5%  ahead  of  last  year, 
spending  is  siu'girrg  fast- 
er than  the  r'unaway 
bus  in  Speed.  Actr-ess 
Sandr'a  Bullock,  who  got 
$250,000  to  star  with 
Keanu  Reeves  in  that 
flick,  will  collect  $6  million  fi'om  Warner- 
Bros.  Inc.  for  the  upcoming  A  Time  to 
Kill.  Demi  Moor-e  is  getting  $12.5  million 
from  Castle  Rock  Enter-tainment  for 
Striptease.  Sylvester-  Stallone  has  signed 
a  $20  million  contract  for  a  Savoy  Pic- 
tures Entertainment  Inc.  opus  that 
doesn't  yet  have  a  script.  "Everyone  is 
making  a  bet  that  they  can  get  the  one 


that  beats  the  odds  and  is  a  hit," 
Ar-myan  Ber-nstein,  chaurnan  of  film 
ducer  Beacon  Communications. 

Br-onfman  doesn't  have  to  look  i 
farther-  than  his  own  back  lot  to 
that.  Pr-ofit  mar-gins  at  mca's  $2.1 
lion  film  unit,  its  largest  single  busi 
fell  to  4%  last  year,  down  from  7 
1993.  This  summer,  the  studio  wil 
lease  two  films  with  $50  miUion 
gets,  Casper  and  Apollo  13,  and 
ready  is  anticipating  taki 
write-down  for-  Kevin  Cost 
$175  million  Waterworlt 
July,  the  company  will  ! 
shooting  the  $75  million  . 
light,  for  which  Stallone 
collect  $17  miUion  and  1 
of  r'evenues. 

Could    Ovitz  have 
much  to  hold  mca's  cosi 
line?  It  seems  doubtful, 
odds  that  a  Costner  or  a 
lone  would  sign  with  Ovit 
less  than  Iris  going  r-ate  ai-e  low.  "II  ™ 
much  easier  to  say  yes  than  no  in 
business,"  says  Forrest  Gump  proi 
Steve  Tisch.  "Good  talent  wants  t 
fairly  compensated,  and  if  one  st 
won't  pay,  another  will."  With  some  ^  ? 
MCA  talent  already  considering  bol 
Hollywood  sour-ces  say,  Bronfman 
sought  to  calm  the  situation  by  pre 
ing  to  keep  the  company's  current  ] 
agement  intact. 
"NO  PLAN  B."  As  for  mca's  ceo  vaci 
Bronfman  told  company  executiv#"* 
a  r-ecent  meeting  that  "there's  no 
B."  Names  such  as  for-mer  Qvc  CI 
man  Bar-ry  Diller-  and  War-ner  Broa* " 
CEO  Terry  Semel  continue  to  sur 
But  Br-onfman's  next  big  deal  likely  ^ 
be  to  sign  Dr-eamWor-ks  skg,  the 
studio  being  set  up  by  Steven  S 
ber-g,  David  Geffen,  and  Jeffrey  *3 
zenber-g,  to  a  new  contr-act. 
close  to  Dream Wor-ks  say  Geffen  is 
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gotiating  an  agr-eement  that  would 
MCA  the  right  to  distribute  DreamW 
films,  music,  and  TV  shows,  as  well 
use  any  of  its  new  char-acters  in  1^'^ 
theme  parks.  A  DreamWorks  ac 
could  be  completed  by  late  June, 
sources  say. 

That  would  be  a  sweet  deal  if  it  ( 
off.  But  Br-onfman  will  need  more  'f 
a  Dr-eam Wor-ks  link  to  make  MCA  a 
ner.  His  failur-e  to  land  Ovitz, 
walked  away  fr-om  an  offer-  of  more 
$200  miUion,  taught  him  just  how 
big  money  goes  in  Hollywood  tlj 
days:  not  very. 

By  Rojmld  Grover  in  Los  Am 
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INNING 

R  THE  GANGSTAS 

Lctivist  takes  her  anti-rap  campaign  to  the  boardroom 


body^s  beautiful, 
m  thinkin'  rape. 
)bed  the  bitch  by  her  mouth, 
I  her  down  mi  the  couch, 
begged  in  a  low  voice: 
ase  dont  kill  me." 
t  her  throat 

match  her  shake  like  on  TV. 
ito  Boys,  Mi7id,  of  a  Lunatic 

i  meeting  was  in  Time 
^arner  Inc.'s  plush  New 
ork  corporate  suites,  but 
ilk  focused  on  lyrics  from 
ean  streets  of  gangsta  rap- 
C.  DeLores  Tucker,  the  67- 
Id  head  of  the  National  Po- 
Congress  of  Black  Women, 
d  Warner  Music  Group 
■nan  Michael  J.  Fuchs  sev- 
ics  from  Time  Warner  label 
lings  that  she  views  as 
'  demeaning  to  women, 
this  out  loud,"  she  insist- 
'11  give  you  $100  to  read 
ichs  demuired. 

■  entertainment  industry 
tetter  get  used  to  this 
talking  minister's  daugh- 
om  Philadelphia.  A  vet- 
f  the  civil  rights  and  fem- 
movements.  Tucker  has 
ed  with  Martin  Luther 
r.  and  Gloria  Steinem.  She 

.  e  the  nation's  top-ranking  Afri- 
nerican  state  official  when  Penn- 

jiiia  Governor  Milton  J.  Shapp 
her  Secretary  of  State  in  1971. 
3r  the  past  three  years,  she  has 
lattling  the  companies  that  peddle 
bums  extoUing  sexual  violence 
t  women. 

PULPIT.  Now,  Tucker's  campaign 
ing  clout.  Former  gop  Education 
iry  William  J.  Bennett  has  joined 
ise  in  an  unlikely  alliance.  (Tuck- 
agi'ees  with  him  on  just  about 
hing  else,  from  affiiTnative  action 
control.)  And  Senate  Majority 

■  Bob  Dole  (R-Kan.)  also  is  get- 
hind  her  campaign.  Tucker  is  us- 
•  newrfound  bully  pulpit  to  send  a 


TUCKER:  Picketing  the  houses  of  Time  Warner  execs 


blunt  message  to  the  entertainment  in- 
dustry. "They're  pimping  jxtmography  to 
children  for  the  almighty  dollar,"  she 
roars.  "Coiporations  need  to  undei-stand: 
What  does  it  profit  a  corporation  to  gain 
the  world  but  lose  its  soul?  That's  the 
real  bottom  line." 

Time  Warner  executives  say  they're 
willing  to  consider  the  issues  behind  the 
group's  complaints.  But  they  gripe  that 
they're  being  unfairly  singled  out  for 
criticism  by  opportunistic  politicians, 
even  though  foreign  companies  such  as 
Germany's  Bertelsmann  produce  more 
gangsta-rap  recordings  than  they  do. 
And  some  Democrats  charge  that  the 
GOP  is  singling  out  Time  Warner  be- 
cause of  its  past  support  of  Democrats. 


Unfazed  by  criticism,  Hicker  in  re- 
cent weeks  has  gone  for  Time  Warn- 
er's jugular:  She  took  the  floor  at  its 
May  18  shareholders'  meeting  in  New 
York  to  blast  the  company  as  "devoid  of 
social  conscience  and  citizen  responsibil- 
ity." In  late  May,  Tucker  and  Bennett 
launched  TV  ads  attacking  Time  War- 
ner. The  campaign  runs  in  Los  Angeles, 
New  York,  San  Francisco,  and  Wash- 
ington, urging  parents  to  "make 
[Time  Warner]  feel  the  heat." 
On  June  4,  she  demanded  the 
filing  of  Wamer  Bros.  Records 
Chairman  Danny  Goldberg,  who 
called  such  detractors  "a  bunch 
of  middle-aged  people  who  don't 
like  the  music." 

PLASTIC  HANDCUFFS.  Now,  Tuck- 
er is  threatening  to  picket  the 
suburban  houses  of  Time  Warner 
execs.  "We  will  march  in  their 
neighborhoods  and  let  their 
neighbors  hear  the  music,"  she 
vows.  There's  also  talk  of  a  boy- 
cott of  Time  Warner  music,  mo- 
vies, and  cable-TV  properties. 
She  plans  similar  tactics  against 
Bertelsmann  and  other  gangsta- 
rap  purveyors. 

Tucker  may  prove  a  foiTnid- 
able  opponent.  Since  declaring 
her  war  of  values  in  September, 
1993,  she  has  been  arrested 
twice  for  blocking  access  to  mu- 
sic stores  that  sold  albums  by 
rappers  such  as  Snoop  Doggy 
Dogg  and  Tupac  Shakur  In  her 
downtown  Washington  office,  she 
proudly  displays  a  pair  of  plastic 
handcuffs  that  were  used  to  take 
her  into  custody — under  a  photo 
of  her  with  King  during  his  fa- 
mous Alabama  march  from  Sel- 
ma  to  Montgomery  in  1963. 
Tucker  has  her  critics.  One  promi- 
nent Pennsylvania  Democrat  calls  her 
"an  opportunist  looking  for  anything 
that'll  get  her  back  in  the  spotlight." 
Other  Democrats  contend  she  is  being 
used  by  conservatives  to  promote  "fam- 
ily values"  as  a  1996  campaign  issue. 

Nonsense,  insists  a  longtime  friend, 
Democratic  National  Committee  Chair- 
man Donald  L.  Fowler.  "DeLores  Tuck- 
er is  nobody's  fool,"  he  says.  "She's  a 
dedicated  Democrat  who  is  doing  some- 
thing that  99.9%  of  Americans  agi-ee 
with."  Time  Wamer  shows  no  sign  of 
caving  in.  But  with  Tucker  involved,  it's 
sure  to  face  the  music. 

By  Richard  S.  Lhinjiam  in  Washing- 
ton, with  Michael  Oueal  in  New  York 


"They're  pimping  pornography  to  children  for  the 
Imighty  dollar.  Corporations  need  to  understand . . . 
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THE  ECONOMY 


THE  JOB  MARKET  ISN'T 
REALLY  IN  THE  DUMPS 

Gung-ho  gains  in  new  industries  may  be  offsetting  losses 


The  latest  employment  numbei-s  show 
a  surprising  loss  of  108,000  jobs 
over  the  past  two  months,  the 
biggest  drop  since  May,  1991.  Is  the  job 
market  about  to  slide  into  the  pits 
again? 

The  answer  depends  on  the  outcome 
of  a  massive  tug-of-war  that's  taking 
place  in  the  labor  market.  On  one  side 
are  the  new  economy's  core  industries, 
such  as  entertainment,  education,  com- 
puter services,  commimications,  and  con- 
sulting, which  are  adding  workers  at 
an  astonishing  clip  (chart).  On  the  other 
is  the  underbelly  of  the  old  economy, 
where  job-shedding  continues  with  fer- 
vor-. Employer's  announced  almost  60,000 
job  cuts  in  May.  And  the  gop's  planned 
cuts  in  federal  spending  will  inci-ease 
the  losses.  The  r-esult:  an  economy  pi-e- 
cariously  balanced  between  gi'owth  and 
i-ecession. 

CASTING  CALLS.  Despite  the  numbers, 
the  latest  news  from  the  front  lines  of 
the  labor  market  shows  that  the  foi'ces 
of  job  creation  have  an  edge.  For  evi- 
dence, just  look  at  the  strong  market 
headhuntei-s  are  facing  (page  43)  or  the 
continued  heavy  recruiting  on  college 
campuses.  If  the  economy  were  slow- 
ing, "the  first  place  companies  [would] 
tuni  off  the  spigot  is  new  hires,"  says 
Patrick  Scheetz,  dir-ector  of  the  Colle- 
giate Employment  Research  Institute 
at  Michigan  State  University. 

Who's  hiring?  In  recent  months,  en- 
tertainment has  become  the  biggest  job 
cr-eator,  accounting  for  40%  of  all 
growth.  Moviemaker's,  ca-sinos,  and  inter- 
active-game developers  are  hiring  at  a 


rate  of  465,000  annually,  twice  as  much 
as  a  year-  ago.  The  actual  number-  may 
be  far  higher:  Actors,  dir-ectors,  and 
screenwriter's  ar'e  often  engaged  as  inde- 
pendent contr-actors  for  a  par'ticular 
project,  which  means  they  don't  show 
up  in  the  gover-nment's  payr'oll  data. 

The  consulting  business  also  has  been 
on  a  spree  since  Jan.  1.  Consulting  fh-ms 
are  gr'owing  at  an  astounding  r-ate  of 
120,000  jobs  annually,  as  Corpor'ate 
America  looks  for  help  r-eengineering 
itself.  The  consulting  ami  of  Er-nst  & 
Young  will  hir'e  1,200  this  year;  an  in- 
crease of  mor-e  than  30%.  "We  plan  to 
continue  at  this  r-ate  for  the  next  two  to 
three  year's,"  says  Bob  Mcllhattan,  an 
E&Y  partner'.  Another  job  gener'ator"  ed- 
ucation. With  elementary  and  high 
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school  enrollment  rising  by  1  m  wl 
students  a  year,  demand  for  new  t  iii  e 
ers  and  school  support  staff  is  fil 
than  offsetting  any  cutbacks  in 
goverTiment.  peiff 
VROOM,  VROOM.  Even  some  mar  refii 
turer's  are  adding  wor'kers,  despit  itke 
slowing  economy.  Harley -Davidsoi  ijel 
is  boosting  its  factory  and  engine  IS 
ranks  faster  than  last  year* — d;  ii 
equally  by  str'ong  overseas  and  don  (iite 
demand  for'  its  motorcycles.  And  S  m 
Corp.  in  Streetsbor'o,  Ohio,  a  mak  k '. 
plastic  toys,  is  just  completing  a  di 
plant  in  PerTysville,  Ohio.  That  wi  ays 
C}uire  150  additional  workers,  says  itcke 
ident  Thomas  G.  Murdough  Jr.  — 

Still,  jobs  ar'e  disappearing  ahnc  Ull 
fast  as  they  are  being  cr-eated — and  ~~ 
shows  up  in  the  number's.  Job  lossi 
concentr-ated  in  the  usual  cyclical  i]l||| 
tries,  which  have  only  cautiously  a|n( 
new  wor'kers  during  the  recove 
downcb-aft  is  coming  in  financial  se 
gover'nment,  and  those  parts  of 
facturing  that  are  still  downsizing, 
includes  the  planned  elimination 
most  30,000  jobs  by  NASA  over  the 
five  years  as  well  as  the  loss  of  i 
5,000  positions  br'ought  about  by 
Financial  Cor'p.'s  acquisition  of  ini 
Continental  Cor'p.  Also,  Boeing  (ire.ci 
cutting  12,000  jobs  this  year  alone 

Almost  all  nondurable  manufacti  fori; 
is  also  shrinking.  In  the  chemical  iiioff 
ti-y,  employment  has  dwindled  diitati 
the  past  year  despite  the  strong  © 
my  and  high  profits.  The  trend  slj 
continue,  says  Kent  A.  Dolby,  a  mi 
ing  partner  at  Andersen  Consultiiied 
chemical  companies  tr-y  to  improve 
efficiency  by  "eliminating  a  lot  of  k  ip,^; 
value-added  tasks." 

So  far,  job  creation  in  growing  ii 
tries  is  managing  to  offset  the  losse  j 
the  two  parts  of  the  economy  piffj^, 
opposite  dir-ections,  the  message  fojip^ 
seekers  is  clear:  Be  optimistic,  but 
on  for  a  bumpy  ride. 

By  Micfiael  J.  Mandel  in  New  ifu, 
with  bureau  reports.  jf  i 
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IE  MORTGAGES 
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rush  to  trade  in 
stable  mortgages 

0  years  ago,  Jim  Riedel  found 
ortgage  manna — a  one-year  ad- 
stable  rate,  starting  at  4.5%,  on 
jse  in  Seal  Beach,  Calif.  The  prob- 
Rates  went  up,  and  so  did  his 
age  payment.  With  his  rate  sched- 
;o  hit  8.5%  this  month,  Riedel 
another  trip  to  his  mortgage  bro- 
md  came  home  with  a  loan  locked 
8%  for  the  next  five  years.  His 
;s:  $140  a  month.  "I  thought  it 
pertect  sense,"  he  says. 

refinanciers  are  back,  lured  by  a 

1  the  going  rate  on  a  30-year  fixed 
age  ft'om  more  ihan  9%  in  Janu- 
7.5%  in  some  parts  of  the  countiy 
le  6.  A  month  ago,  refinancings 
anted  11%  of  total  loan  volume; 
ley're  at  twice  that  level,  accord- 
the  Mortgage  Bankers  Assn.  "It's 
md  day  between  now  and  a  year 
ays  Michael  P.  Hindman,  a  mort- 
iroker  in  Houston. 


Refi  madness  it  isn't — 
at  least  not  yet.  In  1993, 
when  30-year  fixed  rates 
dropped  "to  6.8%,  a  20- 
year  low,  consumers  refi- 
nanced their  homes  to 
the  tune  of  $555  billion, 
55%  of  all  mortgage  issu- 
ances. This  year,  the  mba 
expects  refinancings  to 
i-each  a  relatively  modest 
$126  billion.  If  30-year 
rates  fall  to  7.5%-  nation- 
ally, says  MBA  chief  econ- 
omist David  Lei'eah,  refis 
could  hit  an  annual  rate 
of  $231  billion. 
JUMPING  IN.  Most  of  the 
demand,  brokers  say,  is 
coming  from  homeowners 
who  took  on  adjustable 
loans  last  year  and  now 
face  their  first  annual 
rate  increase.  "A  year 
ago,  people  thought  these 
were  the  best  thing  since 
sliced  bread,"  says  Philip 
E.  Lipp  of  Allwest  Mort- 
gage in  North  Hollywood, 
Calif.  "Now  their  adjust- 
ables  are  higher  than  market  rate." 

Indeed,  the  effective  i-ate  on  a  stan- 
dard 30-year,  fixed-rate  mortgage  at 
Countrywide  Credit  Industries  Inc.,  the 


LOAN  IMPROVEMENT: 

Rates  are  sliding 

country's  largest  mort- 
gage banker,  is  now 
7.9%.  That's  well  be- 
low the  8.6%  effective 
rate — the  rate  Coun- 
tiywide  figures  a  con- 
sumer will  pay,  on  av- 
erage, over  the  life  of 
an  annually  adjustable 
loan  starting  at  6%. 

Also  feeding  the 
mai-ket  are  homeown- 
ers who  missed  the 
1993  refinancing  boom. 
By  the  time  Jim  and 
Sandi  Piice  decided  to 
refinance  their  Chicago 
home  two  years  ago, 
rates  already  were 
climbing  back  up.  "I 
wondered  if  I  would 
ever  get  another  op- 
portunity," says  Jim, 
an  advertising  copy- 
writer. Bingo:  In  May, 
the  Prices  found  a 
30-year  mortgage  at 
8.25%.  This  time,  they  gi-abbed  it. 

By  Nanette  Byrnes  in  Los  Angeles, 
with  Ami  Therese  Palmer  in  Lake 
Forest,  III. 


REFI  REDUX 


'93  '94 

ABILLIONS  OF  DOLLARS  *ESTIMATE 
DATA.  MORTGAGE  BANKERS  ASSN. 


tUITING 


HAVE 

ID  TO  HOLD 

I  hunters  beware- 

!  oyers  are  fighting  back 

id  R.  Brousell  was  almost  out 
e  door.  He  was  set  to  resign  in 
3ril  from  his  job  as  director  of 
;  research  for  Sentiy  Publishing 
small  Massachusetts  publisher, 
''ork-based  Ziff-Davis  Publishing 
1  offered  him  new  duties  overeee- 
>tartup  magazine,  a  larger  staff, 
pay  raise.  What  happened  when 
lered  his  resignation  still  amazes 
11,  42.  His  employer  made  an  un- 
3d  counteroffer  too  good  to  re- 
bday,  Brousell  is  Sentiy's  new- 
'-president — with  an  equity  stake, 
nost  knocked  me  for  a  loop," 
il  says.  "I  expected  a  goodbye." 
1'  years  of  downsizing,  employ- 
reasingly  are  one-upping  head- 
^  tiying  to  poach  top-notch  man- 
Companies  have  long  fought  to 
1  to  their  CEOs,  of  course.  But 
■c  ruiters  say,  counteroffers  moi-e 
I'e  being  used  to  retain  middle 


managers.  "Our  position  is:  We'll  do 
everything  we  can  to  find,  attr-act,  and 
r-etain  the  absolute  best  employees," 
says  Jim  Hebe,  ceo  of  Fr-eightliner 
Corp.,  a  Portland  (Or-e.)  ti-uckmaker  that 
in  the  past  couple  of  years  has  begim 
routinely  making  counter-offers.  "We'll 
fight  tooth  and  toenail  to  keep  them." 
BIDS.  Ther'e  ai'e  no  nationwide  figiu'es  on 
counter'offer-s.  But  searx'h  fii'm  Boyden 
Consulting  Corp.  says  about  one  in  sev- 
en candidates  now  is  r-etained  by  coun- 
ter-offers, vs.  few  before.  "The  incidence 
and  intensity  of  counteroffer  activity  has 
never-  been  higher-  in  the  history  of  our- 
company,"  says  Gar-y  Williams,  a  vice- 


SENTRY'S  BROUSELL:  No  place  like  hui 


pr-esident  at  Cleveland-based  Manage- 
ment RecrTiiters  Inter-national  Inc. 

A  major  factor  in  the  r-ise:  RestrTic- 
turing  has  left  management  r-anks  razor 
thin.  Plus,  the  job  market  in  general  is 
tight.  Unemployment  during  the  1990-91 
recession  never  got  higher  than  7.8% — 
vs.  a  10.2%,  r-ate  dur-ing  the  1982-83  re- 
cession. The  scarcity  of  good  managers 
has  driven  up  executive  sear-ch  fees, 
which  r-un  up  to  33%  of  a  first  year's 
salary,  plus  headhunter-'s  expenses.  Add 
to  that  an  average  of  $50,000  for-  r-eloca- 
tion,  and  a  counter-offer  is  often  cheaper 
than  recroiiting  a  r-eplacement. 

Headhunter's  are  fighting  the  trend. 
One  strategy:  point  out  to  employ- 
ees that  they  wouldn't  have  con- 
sidered taking  a  new  job  at  all  un- 
less they  wer-e  unhappy  in  some 
way.  Allen  Salikof,  president  of 
Philadelphia-based  Management 
Recruiters  of  Cherr-y  Hill  Inc., 
mails  search  candidates  a  list  of  10 
r-easons  not  to  consider-  a  counter-of- 
fer-. "We're  getting  in  early  and  hit- 
ting hard,"  he  says.  "It  kills  our 
business  to  go  all  the  way  to  the 
altar  and  not  get  marr-ied."  Maybe 
so.  But  employees  such  as  Br-ou- 
sell  have  found  that  looking  before 
you  leap  isn't  such  a  bad  idea. 

By  Gary  McWilliams 
in  Houston 


News:  Analysis  &  Commentary 


i 


STRATEGIES 


A  NEW  POWER  PLAY 
AT  W.R.  GRACE 

The  fate  of  its  health-care  unit  hangs  in  the  balance 


Who's  really  ranning  W.  R.  Grace  & 
Co.  these  days?  The  new  guy,  Al- 
bert J.  Costello,  is  chaiiTnan  and 
chief  executive  officer  But  behind  the 
scenes,  Constantine  L.  Hampers — whom 
Costello  beat  out  for  the  top  job — ap- 
peal's to  be  dictating  one  of  the  fractious 
company's  most  critical  decisions. 

Hampers  heads  National  Medical 
Care  Inc.,  the  health-care  company  he 
co-founded  and  then  sold  to  Grace.  On 
May  4,  he  offered  $3.5  billion  to  buy 
NMC  back.  Costello  responded  to  the  un- 
solicited bid  by  pi'omising  shareholders 
to  sell  the  unit  to  the  highest  bidder 
or  consider  a  spin-off. 

Shareholders  long  have  hoped  for 
such  a  restructuring,  and  word  of  Ham- 
pers' offer  sent  Grace  shares  up  10%. 
Indeed,  the  likely  breakup  of  Grace  was 
viewed  widely  as  a  happy  consequence 
of  the  turmoil  that  followed  the  ouster 
of  fornier  CEO  J.  P.  Bolduc  in  Mai'ch.  In- 
vestor's hoped  Hampers'  offer  would 
flush  out  other  interested  buyers  for 
NMC,  which,  while  highly  profitable,  nev- 
er has  fit  well  with  Grace's  core  chemi- 
cal operations  (chait).  Instead,  thej-e  has 
been  a  deafening  silence. 

Why?  One  reason  is  the  hefty  tax  li- 
ability that  a  sale  would  entail — an  esti- 
mated $860  million  or  more.  To  justify 
an  outright  sale  of  the 
unit,  Grace  needs  an  oftV-r 
higher  than  Hampers'  $o.5 
billion.  That's  why  many 
of  Grace's  advisers  and  in- 
vestor's favor  a  spin-off. 
But  another  reason,  say 
sources  close  to  the  com- 
pany, is  the  central  I'ole  in 
any  deal  of  Hampers  him- 
self— a  role  that  may  be 
precluding  a  competitive 
auction  of  the  subsidiar-y. 
ULTIMATUM.  In  lining  up 
backing  for  his  bid.  Ham- 
per's r'eporledly  has  solicit- 
ed commitments  for  finan- 
cial participation  fr'om  70 
NMC  executives.  He  ha.s  in- 
for'med  Gr'ace  that  if  the 
unit  goes  to  a  higher  bid- 
der— or  even  if  it  is  put 
on  the  block — he  and  oth- 
er  top  managers 


leave,  accor'ding  to  numer'- 
ous  sources.  Hampers  did 
not  respond  to  calls  or  faxed 
questions.  His  attor-ney,  Paul 
Br'ountas,  declined  to  com- 
ment on  the  prospect  of 
such  resignations. 

Vivra  Inc.,  one  company 
that  is  inter'ested  in  bidding 
on  NMC,  thinks  Hampers'  in- 
fluence extends  as  well  to 
information  flow.  Kent  J. 
Thir-y,  president  and  CEO  of 
the  Bur'lingame  (Calif.)  com- 
pany, complains  that  he  has 
not  had  access  to  the  same 
inter'nal  Grace  data  Ham- 
pers has  used  to  line  up  fi- 
nancing. Br'ountas  says,  "my 
understanding  is  that  infor- 
mation will  be  made  avail- 
able to  all  interested  bid- 
der's," dismissing  Vivra's  complaint. 
Tliir-y  responds:  "What  we'r'e  saying  is 
that  if  you  shar'e  data ...  we  may  have  a 
better  deal  for  [Gr'ace]  shar'eholders." 

It  may  well.  Although  Vivr'a  is  small, 
with  1994  revenues  of  $284  million,  it 
has  financial  backing  ft'om  Bain  Capi- 
tal, Texas  Pacific  Gr'oup,  and  Hellman  & 
Fr-iedman,  all  management  buyout  fir'ms 
with  solid  track  r'ecords;  and  Mor'gan 


ESQ 

Passed  over  for 
CEO,  Hampers 
now  wants  National 
Medical — and  he's 
offering  $3.5  billion 


GRACE'S  MONEY  MACHINE 

OPERATING  PROFITS  FOR  W.R.  GRACE'S 
NATIONAL  MEDICAL  CARE  SUBSIDIARY  AND 
PERCENTAGE  OF  TOTAL  COMPANY  PROFITS 


m 


PROFITS 


will  COSTELLO:  Smile  or  grimace 


29%   40%  42%  40°^ 

PERCENT  OF  TOTAL 


A  MILLIONS  OF  DOLLARS  *EST 
DATA  COMPANY  REPORTS,  BEAR,  STEARNS  &  CO 


Stanley  cor-porate  finance  chief  Jo  pj 
Perella  is  raising  more  financing,  "ht 
group  says  its  bid  could  be  wortlai 
extr'a  $500  million  to  Grace  sharehoLis 
Gr'ace  says  it  will  enter-tain  &em 
offers  for  NMC.  Until  then,  it  is  evaat 
ing  Hampers'  bid  with  the  aid  of 
Lynch  &  Co.  and  cs  First  Boston.  . 
bets,  though,  ar'e  that  Costello  ultin 
ly  will  recommend  a  spin-off  to  Gr' 
directors,  who  are  ex] 
ed  to  meet  on  June  14 
vestors  point  out  th; 
spin-off  could  work  in  tj 
favor:  They'd  benefit  |>r 
the  upside  potential  in 
arate  stocks  that  Cost 
they  say,  would  be  h 
pressed  to  deliver  1 
Grace  in  its  current  fi 
And  shedding  NMC  qu 
would  free  Costello  to  i 
on  boosting  the  chem 
company  by  cutting  cos 
selhng  other  units. 

Hampers  could  win  <: 
a  spin-off,  too,  likely  re; 
ing  control  of  the  com 
he  star-ted  27  years  ag< 
has  said  he  would  supp' 
spin-off  and  "under  ce 
conditions"  would  serv 
CEO.  Sources  say  Hampers  is  demai 
options  for  as  much  as  15%  of  the 
company  for  himself  and  his  mana^  ■ 
HAMPERING  EFFORTS?  Some  share!  I 
ers  acknowledge  the  hand  that  Ir 
per's  holds.  With  nmc's  managei 
talent  lean,  they  say.  Hampers  is 
cial  to  the  unit's  continued  success, 
a  ver'y  delicate  task,"  says  one. 
the  fox  in  the  henhouse,  and  ouiij 
parties  are  going  t| 
frustrated  by  the  I 
cess."  Charged  witlr 
turning  value  to  si 
holders,    Costello  ) 
Grace's  boar'd  hav 
keep  Hampers  happ 
he  stays  on  long  en  ; 
to  complete  the  spin! 

Sources  close  to 
company  downplay  Ip 
per's'  power.  "There  . 
lot   of  alternatives!! 
Hampers  running 
company,"  says  one. 
board  of  directors 
the  driver''s  seat." 
haps.  But  Hamper?! 
pears  to  be  a  very  ' 
pelling  backseat  driv. 

By  Gail  DeGeorc, 
Miami,   with  Elizi 
Lesly  arid  Leah  Nati 
Spiro  in  New  York  ijj, 
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A  Cross-Border  Lease  For 
A  Major  Global  Airline 


( They  Liked  Our  Non-Stop  International  Service) 

Understanding  international  tax  laws  enabled  us  to  structure  a  lease  more  advantageous 
to  our  client  than  straight  financing.  We  saved  them  cash  up  front  and  taxes  later. 
Not  the  way  most  banks  would  handle  it,  but  we  find  it  pays  to  go  the  extra  mile. 


Bank  of  America 


Our  client  had  the  benefit  of 
relationship  officers  specializing 
in  leasing,  debt  arrangement 
and  international  tax  law. 


COMMENTARY 


By  John  Carey 


THROWING  MONEY  AT  SCIENCE  JUST  CREATES  A  MONSTER 


It's  one  of  the  rites  of  spring  in 
Washington — scientists  crying 
wolf  over  federal  funding.  Every 
year,  as  Congi'ess  crafts  a  new  bud- 
get, the  research  community  pro- 
claims that  the  crippling  of  Ameri- 
can technology  and  competitiveness 
is  at  hand.  Their  beef:  disappointing 
increases  for  the  National  Institutes 
of  Health,  National  Science 
Foundation,  and  other  sa- 
cred research 
agencies. 

The  howling  is  especially  \ 
intense  this  year.  Instead 
of  merely  curbing  growth 
in  the  science  budget,  Con- 
gress aims  to  take  an  un- 
precedented chunk  out  of 
the  $50  billion  federal  re-  •; 
search  and  development 
edifice.  Republican  plans 
would  ax  more  than  $2  bil- 
lion in  technology  and  en- 
ergy progi'ams,  cut  hun- 
dreds of  millions  from  the 
NSF,  and  even  shrink  the 
nih's  $11  billion  budget  by 
up  to  5%.  Technopundits 
predict  catastrophe.  "These 
budgets  vrill  absolutely  de- 
stroy the  infrastructure  of 
science  and  technology," 
says  Mary  L.  Good,  head 
of  the  Technology  Admin- 
istration at  the  Commerce 
Dept. 

Well,  not  necessarily. 
Rather  than  killing  Ameri- 
can science,  drastic  cuts  could  be  just 
the  painful  medicine  the  whole  enter- 
prise needs.  The  sad  ti-uth  is  that 
federally  funded  research  has  mush- 
roomed into  a  grossly  inefficient  sys- 
tem, hampered  by  bloated  bureaucra- 
cies and  rising  mediocrity. 
Dovrasizing  "is  a  golden  opportunity," 
says  materials  scientist  Rustum  Roy 
of  Pennsylvania  State  University. 
"A  DISGRACE."  For  example,  there 
are  four  layers  of  bureaucrats  over- 
seeing the  Energy  Dept.'s  20  major 
laboratories,  notes  fomner  nsf  direc- 
tor Erich  Bloch.  "It's  a  disgi'ace,"  he 
says.  Former  Motorola  Inc.  Chair- 
man Robert  W.  Galvin,  who  headed  a 
recent  study  of  the  10  biggest  labs, 
suggests  wholesale  reform  could  slice 


their  $6  bilhon  lab  budget  in  half — 
vrithout  touching  the  science  at  all. 

But  taming  bui-eaucracies  is  only 
part  of  the  solution.  Today's  R&D  Es- 
tablishment, based  largely  on  aca- 
demic scientists  receiving  govern- 
ment largesse,  is  a  Malthusian 
nightmare  come  time.  Its  institutions 
sprang  out  of  the  gangbusters 


The  lab  budget  could  be  sliced  in 
half — ^without  crippling  science 


growth  years  of  the  1950s,  '60s,  and 
'80s.  And  eveiyone  has  come  to  de- 
pend on  ever-gi'owing  budgets. 

Over  a  typical  career,  an  academic 
scientist  cultivates  15  new  PhDs — 
most  of  whom  eventually  clamor  for 
federal  gi'ants  to  start  their  own 
labs.  The  resulting  system,  Uke  the 
insatiable  plant  in  Little  Sliop  of 
Honors,  only  stays  healthy  when 
Uncle  Sam  responds  to  its  incessant 
demand:  "Feed  me."  Science  already 
is  suffering  as  a  result.  "Instead  of 
spending  my  time  doing  physics,  I 
now  spend  my  time  tiying  to  raise 
funds,"  says  Cahfomia  Institute  of 
Technology  physicist  David  Good- 
stein.  "That  change  threatens  the  fu- 
ture of  science." 


The  solution  isn't  more  money, 
stead,  the  science  community  nee 
to  overhaul  a  system  fated  to  pro 
duce  more  aspiring  scientists  than 
Uncle  Sam  can  support.  That  does 
necessarily  mean  training  fewer  n 
PhDs.  Rather,  "not  every  PhD 
should  be  at  a  university,"  says 
Bloch.  "Some  of  them  should  go  t 
work."  At  the  very  least 
PhD  training  should  be 
broadened  to  make  new 
grads  more  attractive  to 
industry. 

ARTICLE  OF  FAITH.  Fixing 
the  system  also  means 
gi'appling  vdth  one  of  sci 
ence's  dirty  secrets:  Man 
researchers  aren't  worth 
of  funding.  "It's  a  small 
elite  that  does  most  of  t 
woi'k,"  says  Caltech's  Go 
stein.  The  obvious  policy 
implication:  Identify  and 
reward  this  scientific  elit< 
while  being  careful  to  nui 
tui-e  the  best  young  taler 
Then  ruthlessly  trim  func 
ing  for  the  also-rans  in  \a 
versities  and  government 
labs.  Painful,  yes.  But  it's 
no  diffei-ent  from  the  dov 
sizing  already  forced  on  t 
business  world.  The  resuli 
would  be  both  billions  in 
savings  and  better  resean 
In  all  the  cun-ent  wailin 
over  the  GOP  budget  propc 
sals,  you  won't  hear  leadei 
of  American  science  admit  that  the 
system  needs  fixing.  "They  have  ar 
almost  mystical  faith  in  continued  ( 
pansion,"  says  Representative 
George  E.  Brown  Jr  (D-Calif.),  for- 
mer chaiirnan  of  the  House  Science 
Committee. 

Of  course,  the  GOP  has  an  almost 
mystical  faith  in  cost-cutting;  it 
shouldn't  be  tnasted  to  downsize  sc 
ence  effectively.  But  its  proposals 
should  be  a  wake-up  call.  If  they 
really  don't  want  U.  S.  science  and 
technology  to  be  crippled,  scientists 
should  stop  bellyaching  and  start 
healing  themselves. 


Carey  reports  on  science  policy 
from  Washington. 


46  BUSINESS  WEEK  /  JUNE  19,  1995 


Access  To  Global  Capital  Markets 
For  A  Bank  In  Asia 


(We  Open  Doors) 

To  meet  the  needs  of  a  rapidly  growing  economy,  this  client  needed  to  reach  beyond  their 
rders  for  capital.  Our  understanding  of  financial  institutions  helped  connect  them  with  the  right 
financial  partners.  Bank  of  America  s  global  network  opened  a  world  of  opportunities. 


I 


Bank  of  America 


Our  client  had  the  benefit  of 
relationship  officers  specializing 
in  financial  institutions  and 
global  syndications. 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


HEADLINER:  GEORGETTE  MOSBACH 


TO  LONDON.  TO  MEET  THE  PRINTS 


Can  ex-Washington  A-lister 
Georgette  Mosbacher  find 
happiness  in  floral  prints 
and  Victorian  taffeta?  On 
June  4,  the  wife  of 
former  Commerce 
Secretary  Rob- 
ert Mosbacher 
announced 
she  wants  to 
buy  Laura 
Ashley  Hold- 
ings, the  London- 
based  chain  of  Eng 
lish  country-style  clothing 
and  furnishings  stores. 

Laura  Ashley  could  use 
help:  It  has  lost  money  in 
each  of  the  past  four  years, 
dropping  $49  million  in 
1994  alone.  And  Mosbacher, 
48,  is  something  of  a  tum- 
ai'ound  artist:  She  bought 
La  Prairie,  a  Swiss  cosmet- 
ics company,  in  1988  and 


sold  it  three  years  later 
$45  milUon,  reportedly 
reaping  a  hefty  profit.  S 
now  runs  Georgette  M 
bacher  Enterpris* 
which  sells  a  c( 
metics  line 
X  called  Exe 

^  sives  on  tl 

/'  Qvc  home 
shopping  net 
work. 

Laura  Ashley 
doesn't  want  to  dei 
though.  Sii"  Bernard  Ash 
the  founder's  widower  an 
the  company's  largest  sh£ 
holder,  says  he  won't  sell 
his  34%  stake.  A  spokes- 
man for  Paine  Webber,  M' 
bacher's  adviser,  says  she 
will  do  nothing  against 
shareholders'  wishes. 

By  Mark  Lev 
in  Washing 


YEROUTOF 

THE  GAME,  MORRIS 

FOR  MONTHS,  JUSTICE  DEPT. 

officials  have  huddled  ai-oimd 
their  VCRS  during  working 
hours,  intently  studying  re- 
runs of  Atlanta  Braves  base- 
ball games  and  49ers  gridiron 
contests.  Slackers?  Hardly. 
They've  been  looking  for  evi- 
dence that  Philip  Moms  was 
violating  the  24-yeai'-old  ban 
on  TV  cigarette  advertising. 
After  finding  apparent  viola- 
tions in  the  form  of  telegenic 
billboards  placed  strategically 
in  ballparks  and  arenas,  the 
government  and  the  tobacco 
giant  announced  on  June  6 
that  the  signs  will  no  longer 
be  visible  to  TV  viewers.  Phil- 
ip Morris  has  admitted  no 
fault.  Nonetheless,  its  Marl- 
boro Man  has  lost  his  front- 


CLOSING  BELL 


RYKA'S  REPRIEVE 

Troubled  women's  athletic  shoe- 
maker Ryka  finally  found  its 
Prince  Charming,  in  the  guise  of 
Michael  Rubin,  a  22-year-old 
Philadelphia  entrepreneur.  Rubin 
heads  KPR  Sports  International, 
a  privately  held  footwear  distrib- 
utor claiming  1994  sales  of  $27 
million.  He  will  give  Ryka  loans 
and  other  credit  facilities  worth 
$8  million  in  return  for  up  to 
40%  of  Ryka  stock.  The  deal, 
which  came  five  weeks  after  a 
pact  with  L.A.  Gear  collapsed, 
buoyed  Ryka's  stock,  which  had 
been  nearing  zero.  And  it  kept 
founder  Sheri  Poe  employed:  She 
remains  Ryka's  chief  spokes- 
person and  a  board  member. 


JAN  6,  ■%  JUNE  6 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


row  seat  next  to  the  scorer's 
table  at  Knicks  games. 

STREET  CHEERS  FOR 
KMART'S  NEW  CHIEF 

HEADHUNTER  THOMAS  NEFF 

says  he  didn't  expect  Floyd 
Hall,  who  had  tui'ned  down 
past  overtures,  to  be  inter- 
ested in  the  job.  He  phoned 
the  former  Tai'get  Stores  and 
Grand  Union  executive  on 
Apr.  24  to  toss  around  the 
names  of  retailing  executives 
who  might  be  right  to  head  | 
Kmart,  his  chent.  At  conver- 
sation's end,  Neff  asked  casu- 
ally: "What  about  you?"  To 
his  surprise.  Hall  said  he'd 
think  about  it.  A  month  later, 
on  June  5,  Kmail  armounced 
that  Hall  had  accepted  the 
post  of  chairman,  ceo,  and 
president,  succeeding  deposed 
chief  Joseph  Antonini.  Wall 
Street's  initial  reaction:  Floyd 
Who?  Its  next  reaction:  We 
like  Floyd.  Investor's  sent  the 
troubled  retailer's  stock  up 
18%  over  the  next  two  days. 

AT  THE  IRS,  irS 
SIMPLIFY.  SIMPLIFY 

THE  INTERNAL  REVENUE  SER- 
vice  is  promising  to  make  pay- 
ing taxes  a  little  easier — and 
$1  billion  less  expensive — for 
small  business.  Pi'esident  Clin- 
ton planned  to  announce  on 
June  9  a  streamlined  filing 
process  as  part  of  his  vaunted 
Reinventing  Government  cam- 
paign. Among  the  changes: 
one-stop  filing  for  small  com- 
panies' tax  and  wage  report- 
ing. Businesses  would  have  to 
file  such  data  just  once,  to  the 
Social  Security  Administra- 
tion, which  in  turn  would  pass 
the  infoiTnation  on  to  the  IRS 
and  the  necessary  states. 


KOHLBERG  KRAVIS  ROBERTS, 
better  known  for  its  invest- 
ments in  such  prosaic  indus- 


tries as  food  and  supermai*- 
kets,  is  going  high-tech — after 
a  fashion.  The  buyout  firai  is 
plunging  into  telecommunica- 
tions, with  a  $475  million 
buyout  of  Rockwell  Intema- 
tional's  Reliance  Comm/Tec 
unit.  KKR  says  Comm/Tec, 
which  had  1994  sales  of  $458 
miUion,  should  prosper  fi"om 
the  telecommunications  in- 
dustry's bulging  investment 
in  infrastructure,  especially 
with  its  digital  loop  canners 
that  link  fiber-optic  cables 
with  old  copper  wii"es.  If  the 
acquisition  seems  racy  by 
kkr's  traditional  standards, 
Comm/Tec  has  its  prosaic 
side,  too:  Most  of  the  unit's 
sales  come  from  old-line,  sta- 
ble businesses. 


EXPRESS  ONE 
IS  INATAILSPIN 

EXPRESS  ONE  INTERNATIONAL, 
the  airline  Bill  Clinton  char- 
tered for  his  1992  Presiden- 
tial quest,  has  been  ground- 


ed. On  June  5,  followi:}; 
threat  by  the  Federal  4 
tion  Administration  to  red 
its  operating  certificate,jt 
press  One  filed  for  Chft 
1 1  bankruptcy  protecpi 
grounding  its  39  planesB 
laying  off  1,100  of  its  I 
workers,  business  WEEijF 
ported  safety  problems  alJ 
15-year-old  carrier  lastf 
vember,  and  in  late  Maj'' 
company  failed  to  prov 
the  FAA  that  certain  airs 
parts  were  aii'worthy. 

ET  CETERA ... 

■  Jeffrey  Greenberg,  s( 
chairman  Maurice,  resij* 
as  a  top  officer  of  insurer  i 

■  After  months  of  semip 
talks,  Electronic  Data 
tems  will  buy  A.  T.  Keai 

■  An  appeals  court  up,' 
the  17%  reduction  in  cabljl 
rates  ordered  last  yeait 
the  FCC. 

■  Caterpillar  lifted  its  !^ 
dend  by  40%  and  authoijt, 
a  big  stock  repurchase. 


KKR  IS  HOOKING  UP 
TO  TELECOM 
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Guaranteed  Lease  Financing  For 
A  Glass  Maker  In  South  America 


{We  Saw  Through  All  The  Tax  Implications) 

The  more  complex  the  problem,  the  more  experience  it  takes  to  see  the  answer.  Here  our  knowledge 
of  Eximbank  programs  and  the  tax  laws  of  one  South  American  country  helped  us  defer  costly  import  duties 
for  our  client.  To  achieve  our  clients'  vision,  we  offer  multi-faceted  solutions. 


1 


Bank  of  America 


Our  client  had  the  benefit  of 
relationship  officers  specializing  in 
leasing  and  the  South  American  market. 


Don't  you  wish 
we  could  Just  do  this  to  airpollutii 


®  1993  AMERICAN  GAS  ASSCXJIATION 


In  a  way  we  can— 
because  cars  and  trucks  t 
run  on  natural  gas  reduce 
emissions  that  cause  smo; 
80%— and  virtually  elimin; 
soot. 

The  fact  is,  natural  ga  I*' 

V- 

the  cleanest  burning  alteri  y 
fuel  available  today 

And  the  least  expensitjij 

30%  less  expensive  p( 
than  gasoline. 

Because  it's  so  clean, 
natural  gas  also  cuts  main 
nance  costs.  Oil  changes  a 
tune-ups  are  cut  in  half,  an 
there  is  less  engine  wear 

Small  wonder  that  the 
are  thousands  of  natural  g; 
cars  and  trucks  on  America 
roads  today 

With  more  being  built 
Chrysler,  Ford,  and  Genera  m 
Motors  every  day 

If  all  fleet  owners 
companies  and  communiti 
—across  the  country  would  e  ii 
switch  to  natural  gas  as  the  J^^ 
replace  cars  and  trucks,  it  v 
really  make  a  difference  in 
our  air 

A  breathtaking  differei 
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Clean,  economical  natural  gas.  Think  what  we'll  sc 
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ED  BY  OWEN  ULLMANN 


G  UBOR'S 
INTRAGT  ON  NEWT 


sident  Clinton  isn't  the  only  one  who  has  had  to  rein- 
int  himself  in  the  wake  of  the  Republican  takeover  of 
ipitol  Hill.  Leadere  of  the  U.S.  labor  movement — whose 
ng  clout  has  all  but  vanished — have  been  shocked  into 
ical  makeover  of  their  own. 

:  move  to  oust  afl-cio  President  Lane  Kirkland  is 
he  most  visible  sign  of  the  femnent  within  Big  Labor, 
mtled  unions  are  crafting  feistier  forms  of  political  ac- 

1  a  last-ditch  effort  to  help  Democrats 
ure  Congress.  For  labor,  "this  could 
a  reinvigoration,"  says  Gerald  W. 
".ee,  president  of  the  American  Federa- 

State,  County  &.  Municipal  Employees. 

>T.  Despite  labo^^'s  vaunted  reputation 

tics,  unions  admit  that  for  years  they 

lone  httle  more  than  make  donations 

3t-minute  calls  soliciting  member  sup- 

)r  endorsed  candidates.  They've  relied 

Dyists  to  influence  Congi-ess  while  fail- 
employ  members  to  pressure  officials. 

/,  unions  are  starting  grassroots  cam- 
to  provide  members  with  continual  in- 
:  ion  on  issues  and  lawmakers'  positions. 
I  '6  staging  sit-ins  and  other  militant 
i  ts  against  gop  lawmakers.  Some  un- 
'ven  plan  to  withhold  money  fi'om  the 
t  ratic  Party  when  it  finances  candidates 
[  nore  labor^s  agenda.  Labor  must  adapt, 

.ervice  Employees  President  John  J. 

ey,  "a  new  attitude  toward  I'ewarding  our  friends  and 

ing  our  enemies." 

)tics  note  it  will  take  more  than  a  change  in  tactics  to 

2  years  of  ebbing  influence.  But  despite  its  dwindling 
of  U.S.  workers,  the  16  million-member  movement 
11  marshal  legions  of  activists  and  contributors. 

most  ambitious  plan  to  unleash  this  potential  is  the  '95 
which  could  foiTn  the  nucleus  of  the  afl-cio's  politi- 


APITALWRAPUP1 


CLINTON:  Labor's  love  lost? 


cal  strategy  when  Kirkland  leaves.  The  afl-cio  rejected 
overtures  by  McEntee,  who's  leading  the  effort,  to  sign  on. 
While  unions  in  the  past  did  little  to  coordinate  political 
strategies,  more  than  a  dozen  have  joined  thJs  project,  pitch- 
ing in  $L5  million  for  1995  alone.  Past  drives  concentrated  on 
congi'essional  districts  with  the  most  union  households,  but 
this  one  will  target  the  most  vulnerable  gop  lawmakers — 20 
freshmen  who  won  by  small  margins  in  districts  that  Clinton 
carried  in  1992.  By  mid-June,  field  coordina- 
tors will  generate  mailings,  talk-show  calls, 
and  letters  to  editors,  detaihng  incumbents' 
votes  on  issues  like  education. 
NO  MORE  NAFTAS.  The  United  Brotherhood 
of  Caipenters  &  Joiner-s  has  also  stalled  a  $1 
million  campaign  to  turn  members  into  polit- 
ical activists  in  GOP  districts.  Although  Demo- 
crats captured  63%  of  the  union  vote  last 
fall,  turnout  by  organized  labor  was  low.  "If 
we  can  get  people  out  who  didn't  vote  before, 
we  can  make  a  difference,"  says  Car]3enters' 
President  Sigurd  Lucassen. 

Union  leaders  hope  the  early  gi'assi'oots 
organizing  will  not  only  elect  Democrats  but 
keep  them  loyal — avoiding  a  repeat  of  1993, 
when  a  Democratic  President  and  Congi'ess 
passed  the  North  American  Free  Ti-ade 
Agi-eement  over  union  opposition.  And  with 
business  donoi-s  shifting  to  the  (X)P,  Democrats 
in  '96  may  feel  beholden  to  labor  as  unions 
contribute  a  bigger  shai'e  of  campaign  cash. 

Certainly,  problems  remain.  Labor  is  still  dominated  by  ag- 
ing white  men  often  out  of  touch  with  growing  ranks  of 
women,  minorities,  and  younger  members.  And  much  of  to- 
day's public  rejects  its  traditional  New  Deal  agenda.  Still, 
even  critics  credit  Newt  Gingrich's  gop  Revolution  for  one 
thing:  forcing  labor  chieftains  to  adapt  to  the  new  times. 

By  Susan  B.  Garland 


:  REAKS  FOR  BUSINESS? 

'  White  House  is  mulling  a  new 
:  k  on  corporate  tax  breaks  but  is 
1  jn  what  to  do  with  the  extra  rev- 
Some  officials  would  aim  for 
I  >r  deficit  reduction,  while  others 
i  to  finance  bigger  middle-class 
y  its  than  Clinton  proposed  in 
i;  iary.  That  plan — a  child  credit, 
reaks  for  education,  and  expand- 
'  dividual  Retirement  Accounts — 
)  1  cost  $100  bilhon  by  2002.  Any 
\  on  would  still  be  less  than  the 
)  ?  GOP's  $350  billion  cut. 


REPUBLICAN  RAINMAKER 

►The  RepubHcan  National  Committee 
has  tapped  a  new  finance  chairman: 
San  Francisco  businessman  Howard 
Leach,  a  GOP  fund-raiser  with  ties  to 
former  President  Ronald  Reagan. 
Leach's  financial  empire  includes  agri- 
business, timber,  and  an  investment 
firm.  In  1992,  he  was  President  Bush's 
top  Western  fund-raiser.  The  appoint- 
ment is  a  blow  to  the  Presidential 
campaign  of  California  Governor  Pete 
Wilson:  Leach  raised  $9.4  million  for 
Wilson's  1994  reelection. 


SANCTIONS  PLAY  IN  PEORIA 

►U.S.  Tr-ade  Representative  Mickey 
Kantor  frets  that  opinion-setting 
elites  around  the  world  are  siding 
with  Japan  against  the  U.S.  vow  to 
double  tariffs  on  Japanese  luxury 
cars.  But  mainstream  America  is 
cheering  the  Clintonites  on.  A  May 
22-26  nationwide  survey  of  1,000  re- 
cent voters  by  epic/mra  of  Lansing, 
Mich.,  found  that  71%  favor  the  sanc- 
tions as  a  way  to  force  Japan  to  open 
its  market  to  U.S.  cars  and  auto 
parts.  Only  20%  oppose  the  tariffs. 
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THE  G-7  SUMMIT 
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A  WALL  STREETER  MAKES  HIS 
DEBUT  ON  THE  WORLD  STAGE 

U.S.  Treasury's  Bob  Rubin  faces  his  biggest  test  as  the  G-7  nations  convene 


The  decision  came  on  May  30  in  a 
phone  call  to  Federal  Reserve 
ChaiiTnan  Alan  Greenspan.  It  was 
time,  Treasuiy  Secretary  Robert 
E.  Rubin  told  him,  to  spring  a  trap  on 
the  market  beai-s  diiving  down  the  dol- 
lar Ti'aders  were  testing  the  Treasury 
chief  to  see  if  he  would  defend  the  green- 
back— or  stay  on  the  sidehnes,  as  he 
had  when  the  dollar  swooned  in  April. 

This  time,  Rubin  found  compelling 
reasons  to  move.  With  the  Group  of 
Seven  economic  summit  just  weeks 
away,  the  credibility  of  the  U.  S.  with  its 
trading  partners  was  increasingly  at 
stake.  And  Rubin's  instincts— formed 
during  26  years  on  the  trading  floor  at 
Goldman,  Sachs  &  Co.- — told  him  that 
a  moment  had  come  when  intervention 
could  move  the  market. 

So  on  the  morning  of  May  31,  the 
Federal  Reserve  Bank  of  New  York  led 
a  sweep  through  the  currency  ex- 
changes. The  U.  S.  and  1 1  other  nations 
dumped  up  to  $1  billion  worth  of  yen 
and  mai"ks.  Shell-shockeD  beai's  scram- 
bled to  buy  dollars,  fueling  a  3%  rally. 

Chalk  up  another  exercise  in  crisis 
management  for  Bob  Rubin.  In  five 
months  as  Treasuiy  Secretary,  he  has 
crafted  two  rescue  plans  for  the  Mexi- 
can economy,  weathered  two  sharp  runs 
on  the  dollar,  and  endured  attacks  on 
Treasury's  law-enforcement  agents  in 
Oklahoma  City  and  Washington.  In  the 
process,  he  received  mixed  reviews — 
from  applause  for  his  handling  of  Mexi- 
co's bailout  to  hisses  in  GeiTnany  and  Ja- 
pan for  failing  to  bolster  the  dollar 
MEXICO  PHOBIA.  Now,  his  ability  to  man- 
age the  Clinton  Administration's  econom- 
ic policy  is  facing  a  cnjcial  new  test.  As 
President  Clinton  and  leaders  from  other 
G-7  industrial  nations  prepai-e  for  their 
21st  summit,  in  HaUfax,  N.  S.,  on  June 
15-17,  an  array  of  potential  crises  con- 
fronts them.  Growth  in  the  U.  S.,  Eu- 
rope, and  Japan  is  slowing.  The  fear  that 
"another  Mexico"  will  trigger  market 
chaos  hangs  over  the  financial  system. 
To  top  it  off,  the  cooperation  shown  in 
the  May  31  currency  intervention  masks 


deep  rifts  between  the  U.  S.  and  its  al- 
lies— from  the  dispute  over  auto  parts 
with  Japan  to  anger  about  Rubin's  earli- 
er hands-off  approach  on  the  dollar. 

Coping  with  these  threats  will  re- 
quire more  than  crisis  management. 
Now  Rubin  must  take  a  far  more  asser- 
tive role  as  the  Administration's  chief 
economic  strategist.  At  HaUfax,  he'll  un- 
veil his  plan  for  repairing  tlic  global  fi- 


RUBIN'S    l^easurj'-watchers  will 
■ncuHA     see  whether  he  can 
AGENDA     pull  it  off 


RpfnrTTI       International  Mon- 
IVClUIlll  g^ary  Fund  by  expand- 
ing a  special  short-term  fund-the 
General  Agreement  to  Borrow-to 
deal  with  financial  crises 

HpqH  Off  new  financial  crises 
nCdU  Uil      bolstering  the 
IMF's  power  to  monitor  borrowing 
countries'  economies  and  disclose 
information  to  private  investors 

Avoir!  intervention  to  support 
rVVUlU  |.^g  dollar,  except  in  ex- 
treme circumstances 

n^^f  the  $200  billion  U.S.  budget 
deficit  gradually 

Wi-p  congressional  support  for 
funding  the  World  Bank's 
low-cost  loans  for  fighting  poverty  in 
the  least  developed  nations 

l^nTPP  Japan  to  open  its  auto 
r  UiL/C       auto-parts  market 

DATA-BUSINESSWEEK 

nancial  system,  with  the  U.S.  taking 
the  lead.  As  the  world's  largest  econo- 
my, 'the  U.  S.  remains  the  only  country 
in  a  position  to  provide  real  leadership," 
Rubin  told  business  week.  "We  have  to 
help  Americans  understand  that  their 
economic  well-being  is  directly  related  to 
this  country's  engagement  with  the  glo- 
bal economy." 

It's  a  tough  task  for  the  56-year-old 


Wall  Streeter,  who  is  more  comfoi- 
doing  backroom  deals  than  playinj 
itics  in  the  UmeUglit.  Aroimd  the  \ 
Rubin's  counterparts  wonder  wh 
his  vision — and  leadership  skills 
up  to  the  task.  Rubin's  agenda  inc 
proposals  for  restructuring  the  l 
national  Monetary  Fimd  (imf)  and  ; 
ing  intervention  in  the  markets  (t 
But  his  critics  worry  about  wh 
he'll  take  the  lead  if  the  global  eco 
slows  down  and  wonder  if  he  has  t: 
novative  ideas  needed  to  resolv( 
putes  among  the  U.  S.,  Japan,  ant 
rope.  "Being  at  the  top  of  Tre;: 
requires  a  certain  kind  of  pubUc  le ' 
ship,"  says  a  French  official,  who  n 
the  higher-profile  image  of  Rubin't 
decessor,  Lloyd  Bentsen.  || 

Also,  Rubin  is  blamed  for  failif 
lead  the  way  on  what  many  see  a 
largest  U.  S.  threat  to  global  stabi 
cutting  its  $200  bilhon  budget  d' 
"The  Administration  isn't  showing: 
prospect  for  long-term  control  of  p 
deficits,"  says  a  German  official. 
HOT  MONEY.  Up  to  now,  Rubin  ha: 
his  efforts  into  finding  ways  to  deal' 
financial  crises.  He  strictly  op) 
interventionist  measures  to  stop! 
money" — cross-border  investmem 
institutions  and  individuals  who  fl. 
the  first  whiff  of  trouble.  "You  cai 
ways  distinguish  which  flows  ari 
and  which  aren't,"  says  the  former  n 
er.  "But  even  if  you  could  paint  all 
money  red,  restricting  it  is  a  du|o 
proposition." 

Rubin  hopes  to  persuade  the  HJi 
summiteers  to  order  the  IMF  to 
closer  tabs  on  financial  conditioi 
emerging  countries  and  share  thi 
fomiation  with  the  markets.  That  ' 
lead  to  the  creation  of  a  rating 
tern  on  the  health  of  different  eff: 
mies.  And  he  wants  the  imf  to  4' 
ways  to  promote  "transparency"-' 
and  honest  disclosure  by  govemnl 
to  their  creditors.  With  the  imf  mk 
toward  a  new  role  as  a  global 
ities  &  Exchange  Commission,] 
markets  would  have  better  inf( 
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tion  to  anticipate  problems,  he  argues. 

If  crises  occur,  Rubin  wants  to  tap  a 
special  fund  to  bail  out  countries  rather 
than  patching  together  an  aid  package, 
as  he  did  with  Mexico.  So  he  is  asking 
the  G-7  to  expand  the  General  Agi-ee- 
ment  to  Borrow,  a  mutual-aid  society 
of  12  rich  nations.  More  coimtries — espe- 
cially the  newly  prosperous  Asian  econ- 
omies— will  be  urged  to  ante  up. 
HAWKEYED?  At  the  summit,  the  G-7 
leadei-s  will  likely  back  Rubin's  pi-oposals 
on  crisis  machinery.  But  on  the  larger 
question  of  how  well  the  global  economy 
is  ixmning,  Rubin  may  find  himself  out  of 
step.  Compared  with  his  European  and 
Japanese  partners,  who  worry  about  a 
faltering  recovery,  Rubin  is  sanguine 
about  world  economic  prospects.  The 
Ti-easuiy  chief  believes  that  "the  most 
hkely  scenario  is  continuation  of  solid 
growth  and  low  inflation"  in  the  U.  S. 
He's  pleased  with  the  progress  Mexico 
has  made.  And  he  says  the  global  econ- 
omy can  weather  Eui'ope's  slowdown. 

Indeed,  the  only  ai'ea  of  the  world 
that  seriously  wonies  the  Treasuiy  chief 

Critics  say  Rubin  has 
failed  to  focus  on  the 
U.S.  budget  deficit- 
seen  as  the  biggest 
threat  to  global 
economic  stability 


is  Japan.  Rubin  has  long  been  a  hawk 
on  Tokyo,  arguing  that  Japan's  closed 
markets  are  responsible  for  its  econom- 
ic slump.  Rubin  believes  the  U.S.  can 
best  help  Japan  by  pushing  it  hard  to 
open  up.  So  it  was  no  surjirise  that  Ru- 
bin overruled  Tr-easmy's  traditional  ar- 
guments against  trade  conflicts  to  cham- 
pion Administration  sanctions  against 
Japanese  luxuiy  cars. 

A  major  challenge  to  Rubin's  leader- 
ship, however,  may  come  at  home.  By 
September,  the  Administration  will  en- 
ter serious  budget  negotiations  with 
Congi'ess.  If  Rubin  can't  deHver  signifi- 
cant budget  cuts,  wliile  protecting  social 
programs  expanded  by  Clinton,  he'll 
have  a  hard  time  making  a  case  for  his 
global  leadership.  In  coming  months, 
Ti'easury-watchers  will  have  a  chance 
to  decide  whether  Rubin  has  what  it 
takes  to  play  on  the  world  stage. 

By  Mike  McNamee  ami  Dean  Foust 
In  Washington,  ivith  Bill  Javetski  in 
Paris 
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GERMANY 


THE  WORST  IS  FINALLY  OVER 
IN  EASTERN  GERMANY 

After  five  years  of  trauma,  the  region's  economy  is  gaining 


Eveiy  day,  gi'oceiy  shops  thi'oughout 
eastern  Germany  get  fresh  salads 
shipped  to  them  from  Dresden  food 
processor  Feinkostfabrik  Di'  Doen*.  The 
62-year-old  company  had  moldered 
under  communist  ownership  until  Udo 
DoeiT,  son  of  the  founder's,  bought  back 
the  name  in  1990,  boirowed  to  build  a 
new  factoiy,  and  pushed  sales  ninefold, 
to  $12.9  million,  this  year 

The  Doerr  family's  comeback  is  one 
sign  among  many  that  in  eastern  Ger- 
many, the  worst  is  finally  over.  After  a 
five-yeai"  crash  coiu-se  in  capitalism,  com- 
plete with  traumatizing  layoffs  and  fac- 
tory closings,  the  region's  economy  is 
blooming  at  a  9%  gi-owth  rate.  Exports 
have  started  lising  after  a  steady  slump, 
and  nearly  500,000  new  entrepreneurs 
ai'e  beginning  to  lay  the  foundation  for  a 
new  Mittehtand  to  add  to  Germany's 
small-business  sector. 
STOPGAP  TAX.  That's  not  to  say  the 
conversion  is  complete.  The  official  un- 
employment rate,  at  14.2%,  is  still 
frightehingly  high.  Ti-ansfer  payments 
from  western  Germany  will  top  $100 
billion  in  1995.  To  keep  a  cap  on  the 
.$3(i  billion  deficit,  the  g(tvernment  is 
even  imposing  an  unpopular  income  tax 
surcharge  until  payments  to  the  east 
dwindle. 

But  joblessness  has  also  stopped  its 


rapid  climb.  And  net  subsidies  from  the 
west,  huge  as  they  are,  wQl  decline  16% 
this  year  from  their  peak  in  1994.  "The 
transfoiTnation  phase  is  over,"  says  Karl 
Brenke,  economist  with  the  German  In- 
stitute for  Economic  Development. 
"Now  we  need  a  healthy  buildup." 

Although  that  buildup  could  take  an- 
other 10  years,  the  needed  infrastnic- 
ture  is  falling  into  place.  Highways  are 
being  rebuilt  and  extended.  Leipzig  and 
Dresden  are  beginning  to  resemble  the 
metropolises  of  Frankfurt  and  Munich. 
Services  such  as  banking  and  auto  leas- 
ing are  growing  rapidly,  from  1%  of 

A  SURPRISING 
GROWTH  SPURT 

EASTERN  WESTERN 
GERMANY  GERMANY 


GDP 

9.0% 

2.3% 

GROWTH* 

EXPORT 

25.0 

6.8 

GROWTH* 

INVESTMENT 

13.7 

3.9 

GROWTH* 

UNEMPLOYMENT 

13.1 

8.0 

RATE 

*Estimated  annual  change  from  1994  DATA;  DEUTSCHE  BANK 


FACE-LIFT:  Eastern  cities  are  star 
to  resemble  modern  metropolises 


gross  domestic  product  five  years  a 
25%  now.  Household  income  is 
three-quarters  that  of  the  west, 
self-confidence  is  growing,"  says  I 
Wiltsch,  pi'esident  of  his  own  consi 
company  in  Potsdam. 

Private  investment  is  also  sho 
signs  of  life.  Siemens  is  spendin 
most  $2  billion  on  a  center  for  mien 
tronics  reseai'ch  and  production 
Dresden.  Siemens  expects  its  ultra 
ern  chip  factoiy  to  employ  up  to 
people  directly  and  create  another 
local  jobs  for  supphers  and  servicei 
a  smaller  scale,  Wolfgang  Giies,  a  ] 
icist  from  West  Berlin,  founded  1 
maker  las  in  1992  near  Potsdam 
close  to  his  eastern  suppliers.  "Thei 
real  pioneeiing  spirit  here  to  tap  i 
he  says.  Today,  60%  of  his  comp 
$2.64  million  in  sales  comes  iron 
ports,  mostly  to  the  U.  S.  and  J: 
and  he  opened  a  sales  unit  in  S 
Clara,  Calif.,  this  spring. 

Thei"e  i-emain  plenty  of  problen 
tackle.  Many  east  GeiTnans  just  C£ 
get  off  the  dole  or  move  up  from  o 
the  thousands  of  make-work  jobs 
cocted  by  bureaucrats.  Robust  gr^ 
rates  also  paper  over  weaknesses, 
straction  is  18%  of  gross  domestic 
uct,  compared  with  5.5%-  in  the  i 
Tax  breaks  that  encourage  wester 
vestment  in  real  estate  are  creati 
glut  of  office  space  in  the  major  c 
And  manufacturing  makes  up  only 
of  the  eastern  economy,  versus  28 
the  west.  "They  can't  just  cut  haii 
deliver  pizzas,"  frets  Bernard  Vel 
head  of  a  development  team  in  the 
nomics  Ministiy  in  Bonn. 
RISING  FAST.  The  key  is  to  develop 
bally  competitive  manufacturing, 
thanks  to  a  politically  expedient  aj 
ment  to  bring  industiy  wages  Sfl 
up  to  western  levels,  unit  costs  are 
35%  liigher  than  in  the  west.  Produ 
ity  is  rising  fast,  but  it  remains 
that  of  the  west,  and  manufactul 
cannot  pay  low  wages  to  compen] 
The  Economics  Ministiy  now  wan' 
help  funnel  capital  to  manufactu: 
One  idea:  to  set  up  a  fund  that  will  | 
investors  a  nice  interest  income  aj 
tax  break,  then  put  the  assets  toi 
making  long-tenn,  low-interest  loan; 
eastern  companies. 

It's  easy  for  Germans  to  forget 
eastem  Gemiany  is  no  longer  the  n  I 
was.  But  six  years  after  the  fall  ol 
Berlin  wall,  something  remarkab 
happening. 

By  Karen  Lowry  Miller  in  Dre 
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THE 
BEST- 
RATED 
UNIX' 
SYSTEM. 


IH  NO,  NOT  ANOTHER  ONE.) 


Recently,  IBM  was  awarded  hest-raled  UNIX 
system  l»y  a  noted  consultant,  D.I  I.  Brown.  NdSv. 
we're  as  proud  as  anyone  to  he  ranked  No.!,  hut 
we  can't  liel|)  hut  notice  other  com- 
|)anies  arc  l)cin<;'  ranked  Mo.  I.  too. 
And  proudly  telling  the  world. 

Which  raises  a  pesky  (juestion:  it 
every hody  can  he  ranked  No.  I,  what 
should  you  look  lor  in  a  UNIX  [)artner'.'' 

Good  |)oint. 

We  suggest  you  look  at  a  lunnhcr  ol  things.  The 
operating  system.  Range  ot  applications.  Depth  ol 
experience  in  enterprise  computing.  And  perhaps. 


Old  1(1.(1(10 
jifn^riiin^  III  mi  ilcsi^n 
III  iliilii  iniiiiii" 


\  \  I 


HSKMHI  IS  II 
leiiilcr  III  (  \/\ 
miihiiiinr  siili's. 


ahove  all,  the  al)ility  to  run  your  com- 
pany using  the  diflcMcnt  computers 
and  platforms  you  already  have  in 
place.  Something  that,  you  may  have 
guessed,  we'n^  no  strangers  to  at  IBM. 

In  fact,  at  the  last  Enterprise  Man- 
agement Summit,  IBM  surpassed  all 
other  vendors  in  systems  and  network  management. 

On  top  of  that,  our  RISC  System/6000  and  its 
UNIX  operating  system,  AIX.I  '  connects  to  a  wide 
range  of  systems,  including  HP,"  Sun,®  DEC,®  and 
PC  LANs,  so  you'll  he  ahle  to  keep  working  with 
your  existing  husiness  (•oniputers. 

As  for  software,  with  over  10,000  commercial 
and  technical  applications,  your  network  can  run 
everything  Irom  engineering  to  account- 
ing to  major  datahases. 

Not  surprisingly,  when  United  Airlines 
system  aircraft  maintenance  controllers 
needed  to  access  critical  information 
instantly  and  communicate  it  to  a  fleet 
of  550  airj)lanes,  they  chose  RS/600()™  to 
keep  them  connected. 

The  UNIX  platform  is  a  very  powerful  tool.  And 
with  our  proven  RS/6000  system  running  on  AIX, 
there  are  hundreds  of  ways  it  can  help  your  husiness 
stay  competitive.  We'll  he  glad  to  show  you  how. 

Call  us  at  1  800  IBM-3333,  ext.  E\I16.  Or,  il  you're 
on  tlie  Net,  visit  our  Home  Page  at  http://www.ihm.com. 
And  see  for  yourself  how  we  stack  up. 


• 


0 


HS/(i(lll()  ki'i'pn 
Uiiilril  lirliiw! 
jlyiiiLi  III!  Iiiiii', 


own  Repotl  "UNIX  Malores'  -  IBM  AIX  41  Inlernalional  Dala  Corpotalion  (IDC)  tanks  IBM  as  a  leadet  in  1994  Worldwide  UNIX  Midrange  Systems  Revenue  IBM.  AIX  and  RISC  Syslem/6000  are  tegislercd  Iradematks  and  RS/6000  is  a  liadematk  ot  Inletnalional  Business  Mactiines 
UNIX  ts  a  registered  trademark  in  Ifie  U  S  and  other  countries,  licensed  exclusively  ttirougti  X/Open  Company  Limited  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  ttieir  respective  companies  ©W5  IBM  Corporation 


International  Business 


BELGIUM 


A  BELGIAN  BREWER'S 
PLANS  COME  TO  A  HEAD 

Interbrew's  $2  billion  Labatt  deal  is  a  springboard  for  growth 


Until  recently,  Belgium's  Interbrew 
epitomized  many  of  the  beer  indus- 
try's most  venerable  traditions. 
Interbrew  boasts  roots  dating  from  1366 
and  certain  recipes  concocted  by  local 
abbeys.  Beer  connoisseurs  cherish  In- 
terbrew's more  than  40  brands,  includ- 
ing the  lager  Stella  Aitois,  the  cloudy 
white  Hoegaai'den,  and  an  unusual  rasp- 
berry-flavored malt. 

Suddenly,  this  bastion  of  tradition  is 
emerging  as  one  of  the  industiy's  most 
aggressive  global  players.  On  June  6, 
Interbrew  offered  to  pay  almost  $2  bil- 
lion for  Canadian  brewing  giant  John 
Labatt  Ltd.  This  deal  comes  on  the 
heels  of  Interbrew's  forays  into  China, 
Hungary,  and  Romania.  If  it  is  approved 
by  Labatt  shareholders,  it  will  turn 
Interbrew  mto  the  world's  fouith-largest 
brewer,  up  from  just  16th  last  year, 
when  it  earned  $100  million  on  sales  of 
$1.7  billion.  What's  more,  Interbrew 
will  be  "fai"  more  intemational"  than 
U.  S.  giants  Anheuser-Busch  Inc. 
and  Miller  Brewing  Co.,  says  Ste- 
ven DLxon,  an  analyst  at  Amliold  «S; 
S.  Bleichroeder  Inc. 
MOGUL  Faced  with  matui'e 
domestic  mai-kets,  leading 
brewers  must  go  global. 
But  Interbrew  would 
need  years  of  costly 
marketing  to  take  its 
main  beer,  Stella  Ar- 
tois,  worldwide.  The 
only  option  is  to  buy 
growth.  Labatt  would 
give  Interbrew  a  for- 
midable springboard  for 
fuither  expansion.  A  North 
American  presence  is  essen- 
tial "if  you  want  to  be  an 
intemational  beer  mogul," 
says  Robert  S. 
Weinberg,  a  St. 
Louis  beer  con- 
sultant whose 
clients  include 
Miller  and  An- 
heuser.  Labatt 
will  give  Inter- 
brew 45%  of  the 
Canadian  market, 
a  rapidly  growing 
U.  S.  specialty-beer 


business,  and  a  22%  stake  in  Mexico's 
second-largest  brewer,  Femsa  Cerveza. 

These  businesses  have  enormous 
growth  potential.  In  the  U.  S.,  Labatt  is 
already  among  the  top  three  players  in 
specialty  beei-s,  the  most  promising  mai"- 
ket  segment.  Since  1987,  its  U.  S.  sales 
have  zoomed  ahead  at  a  21%  annual 
clip,  while  the  market  as  a  whole  man- 
aged just  1%.  Labatt  figures  it  can  boost 
its  U.  S.  sales  a  fuither  85%  by  2000. 
And  that's  not  counting  the  addition  of 
Stella  Artois,  which  Interbrew  chief 
Hans  H.  Meerloo  now  hopes  to  position 
as  an  upscale  quaff  in  U.  S.  bars. 

In  Mexico,  Femsa  should  enjoy 
strong  gi'owth,  once  the  peso  crisis  sub- 
sides. And  analysts  ai"e  speculating  that 
Interbrew  may  team  up  with  Quilmes 
Industrial,  Ai'gentina's  No.  1  brewer,  to 
expand  into  the  rapidly  gi'owing  South 
American  mai'ket.  Quilmes  was  a  major 
player  in  the  May  18  hostile  bid  for 
Nfc  Labatt  led  by  Onex  Corp.  In  Eu- 
rope, Labatt  owns  BiiTa  Moretti, 
which  has  an  11.6%-  stake  in  the 
'    Italian  market.  And  Interbrew 


INTERBREW'S  GLOBAL  AMBITIONS 


FOSTER'S  29 


DATA  BEER  MARKETER  S  INSIGHTS 
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would  also  get  Labatt's  533  British 
which  would  consolidate  Stella 
position  as  Britain's  top  premium 
Interbrew's  meteoric  rise  beg 
1987  with  a  merger  of  Artois, 
by  the  Flemish  De  Spoelberch 
and  Piedboeuf,  owned  by  the  Wa 
Van  Damm.e  family.  Faced  vdth  a 
rated  local  market  and  mediocre  i 
the  families  brought  in  Meerloo 
mer  ad  man  at  J.  Walter  Thompso 
and  20-yeai-  veteran  of  Philips  Elec 
ics.  Interbrew  proceeded  to  buy  bre 
ies  in  Hungary,  Croatia,  Romania 
Bulgai-ia  and  set  up  a  joint  ventui-e 
Zhujian  Brewery  of  Canton,  Ch 
third-largest  brewery.  Profits  have 
than  doubled  in  the  past  two  year 
CONCESSION.  Interbrew  had  been 
ing  about  a  partnership  with  Li 
when  Onex,  Canada's  largest  bu 
firm,  launched  its  hostile  $1.7  billioi 
for  the  brewer.  Meerloo  blew  One) 
of  the  water  with  an  offer  priced 
higher.  In  response,  Onex  CEO  G' 
Schwartz  conceded  defeat,  praisini 
batt  CEO  George  S.  Taylor  for  doi 
much  to  raise  shareholder  value. 

That  praise  raises  the  questic  ■■ 
why  Interbrew  offered  so  much.  Yn  ; 
ly  all  analysts  believe  Interbrew  ( 
have  beaten  Onex  with  a  bid  of  i 
shai-e,  10%'  less  than  the  $20.80  i 
fered.  Even  so,  the  deal  should 
Interbrew  rich  rewards.  "They'll  bei 
to  repay  over  $750  milhon"  by  se  i 
Labatt's  broadcast  and  sports  pn 
ties,  including 
90%  stake  in  th( 
ronto  Blue  Jays, 
diets  analyst  Mi( 
Palmer   of  Eq 
Reseai'ch  Associ 
That   will  I 
Interbrew  with 
batt's  beer  busiil 
es.  Last  year,  S 
core  Canaclian  b| 
ery  had  an  openl 
profit    margin  [ 
22.8%,  more 
Heineken,  Carlsllii 
or  Anheuser.  Pak; 
says  Interbrew  cr 
boost  margins  *, 
more,  simply  byp 
ting  Labatt's  maip 
ing  budget.  It  makesi 
wonder  why  other 
giants  hesitated  in  i 
ing  a  play  for  Lai 
Look  for  more  deal;. 
they  copy  Interbrew's  recipe. 

By  William  C.  Symonds  in  Tar 
and  Linda  Bernier  in  Brussels, 
bureau  reports 
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We  have  the  edge  you  need 
:o  meet  any  financial  challenge. 


The  Principal  Edge.®  j 

Focused  solutions.  For  1 1 5 

years,  we've  been  unfolding 
financial  products  and  services 
that  anticipate  the  changing  needs 
of  businesses  and  individuals. 

Strength.  With  over  $47  billion  in 
assets  under  management, The  Principal 
Financial  Group"  has  become  one  of  the 
world's  strongest  financial  services 
organizations. 

Tools.  From  life  and  health  insurance  to  401{k),  from  HMOs 
to  home  mortgages  and  annuities,  The  Principar  provides  a 
diverse  array  of  financial  tools  to  over  8.7  million  people. 

Flexibility.  By  offering  unique,  flexible  insurance  and  financial 
solutions  Principal  Mutual  Life  Insurance,  our  largest 
member  company,  has  grown  to  become  the  10th  largest 
in  America  based  on  assets. 


Your  edge  on  the  future.  When  you  put  it  all 

together,  we  bring  you  an  advantage  no  one  else 
can:  The  Principal  Edge;  To  learn  more  about  it 
call:  1 -800-986-EDGE  (3343)  Ext.  9003. 


Financial 
Group 

and  Health  Insurance  •  HMO/PPO  •  Pension  •  Stock  Brokerage  •  Mutual  Funds 


2)1994  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392-0150.  Productsand  services  offered  through  Principal  Mutual  Life  Insurance  Company(The  Principal)  and  its  subsidiaries, 
itock  brokerage  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states).  Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages 
ivailable  through  Principal  Residential  Mortgages.  Mutual  funds  distributed  through  Pfincor  Financial  Services  Corporation,aregisteredbrokerdealer(prospectusesavai|abl^ 
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MOTOH  KATSUMATf 
BIG  GAMBLE 

AGE  51 

BACKGROUND  Presi 
dent  of  largest  private 
held  auto  dealer  in 
Japan,  selling  75,00C 
Toyotas  a  year 


JAPAN 


ROADBLOCKS. 
ROADBLOCKS  EVERYWHERE 

Ford  dealer  Katsumata  isn't  moving  many  Mustangs-for  now 


M 


Iotoh  Katsumata,  51,  has  waited 
nearly  all  his  life  to  sell  Fords. 
His  grandfather  started  selling 
them  in  1924.  His  father  switched  to 
Toyota  in  1962  and  built  the  largest  pii- 
vately  held  dealer  network  in  Japan. 
But  Motoh  still  dreamed  of  selling 
Fords.  Last  year,  his  dream  came  tnie. 
Now  Mustangs  gleam  alongside  Toyotas 
in  his  suburban  Tokyo  showi'ooms. 

Unfortunately  for  Ford  Motor  Co., 
very  few  of  its  126  dealers  in  Japan  are 
as  strong  as  Katsumata,  president  of 
Katusmata  Group.  With  access  to  deal- 
erships one  of  the  main  points  of  dispute 
in  the  current  brawl  between  Washing- 
ton and  Tokyo,  his  efforts  illustrate  the 
huge  obstacles  Detroit  faces  in  Japan. 
"The  mai'ket's  open  tariff-wise,"  he  says 
with  a  sigh,  "but  behind  the  tariffs,  it's 
veiy  difficult." 

REPAIR  RUNAROUND.  Most  dealers  are 
under  intense  pressure  from  Japanese 
auto  makers  to  keep  American  cai"s  out. 
It  took  Katsumata  tw(j  years  of  negoti- 
ations just  to  get  Fords  into  the  show- 
room. His  clout  helped  him  persuade 
Toyota  Motor  Corp.  "Ford's  lucky,"  says 
a  Toyota  spokesman.  "He's  a  powerful 
businessman  and  that  should  give  [Ford] 
every  chance  to  succeed." 

Once  Katsumata  started  importing 
Fords,  he  had  the  daunting  task  of  as- 
sembling a  sales  team  from  scratch, 


since  Toyota  wouldn't  allow  salespeople 
to  hawk  its  cars  and  Fords  at  the  same 
time.  Moreover,  government  regulations 
make  it  hard  for  him  to  open  a  dealer- 
ship with  a  repair  shop,  meaning  that 
Katsumata's  Ford  customers  often  can't 
get  the  sei-vice  support  they  need. 

Still,  having  a  high-profile  dealer  such 
as  Katsumata  is  a  coup  for  Ford.  The 
most  aggressive  of  the  Big  Three  in  Ja- 
pan, Ford  hopes  that  Katsumata's  gam- 
ble will  pave  the  way  for  others.  "His 
involvement  means  a  lot  to  the  other 
dealers,"  says  Konen  Suzuki,  president 
of  Ford  Motor  Co.  (Japan).  "Everyone 
knows  his  business  will  set  the  pace." 

But  so  far,  that  pace  has  been  veiy 
slow.  Of  the  75,000  cars  Katsumata  sells 
a  year,  360  ai'e  Fords.  And  he  expects 
to  be  selling  only  1,200  Fords  a  year 
by  the  end  of  the  decade. 

Then  why  bother?  There's  more  to 
Katsumata's  strategy  than  simple  nostal- 
gia. If  he  can  get  the  reputation  for 
selling  foreign  cars,  Katsumata  argues, 
he'll  be  well-positioned  when  they  be- 
come more  popular.  That's  starting  to 
happen,  he  says.  The  market  for  Fords, 
while  a  niche,  is  gi'owing  as  the  compa- 
ny lowers  prices.  The  base  Mustang 
coupe  runs  about  $27,000  these  days, 
compared  with  .$49,000  10  years  ago. 
"A  lot  of  g"uys  in  their  .50s  longed  for  a 
Mustang  when  they  were  young  but 


STRATEGY  Introduce 
more  Fords  into  his 
Toyota  showrooms, 
expanding  from  currei 
five  showrooms  to  20 
within  10  years 

GOAL  Sell  1,200  For 
a  year  by  end  of  the 
decade 


couldn't  afford  one,"  says  Yasuo  £ 
one  of  Katsumata's  dealers. 

Despite  talk  of  U.  S.  cars  not  ap; 
ing  to  the  Japanese,  Katsumata's  de 
say  that  customers  are  impresse( 
the  safety  featm-es  and  low  cost  of '. 
cars.  Toyota's  Caldina  wagon,  staitii 
$22,400,' is  less  than  a  similar  Ford 
deo  at  $23,800.  But  the  dual  air 
and  antilock  brakes,  standard  on 
Ford,  will  tack  $1,550  on  the  Caldi 
TRUE  BLUE.  To  get  the  m.essage  ac 
Katsumata  has  started  advertii 
spending  about  $50,000  on  direct 
as  well  as  newspaper  and  radio 
Ford  is  spending  millions  more, 
takes  a  while  to  sink  into  custon 
minds,"  says  Sudo,  who  spreads 
word  by  driving  a  Tauras. 

Katsumata,  a  former  salesman 
Toyota,  has  little  patience  for  son: 
Ford's  mai-keting  strategies.  The  coi 
ny,  he  says,  doesn't  offer  enough  ri 
hand-drive  models.  Moreover,  it  m 
what  he  regards  as  petty  demands:! 
showrooms,  for  instance,  must  be  a  r 
form  Ford  blue  to  promote  corpc 
identity.  "It's  meaningless,"  Katsui ' 
giipes.  "Toyota  wants  just  one  thii 
sign."  Worse,  Ford  doesn't  take  rep 
ment  orders  often  enough.  "A  om 
yeai-  order  system  is  nonsense,"  he  ; 

Similarly,  Katsumata  finds  fault 
both  sides  in  the  trade  fight.  T( 
won't  deregulate  the  inspection  anc 
pair-shop  mles  that  favor  domestic 
ducers.  And  Americans,  he  says,  ar: 
bluster.  "U.  S.  cannakers  don't  rese  t 
anything.  Nobody  comes  to  oui'  of,^ 
to  see  what  we  do,"  he  says.  But  Kjjt 
mata  shouldn't  feel  ignored.  As  blip 
forts  to  sell  Fords  continue,  indut 
officials  from  both  sides  of  the  Pj' 
will  have  their  eyes  on  his  dealers. 

By  Edith  Updike  in  Hi 
 *Ii 
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The  new  Phaser  printer 
is  to  color  what  a  laser  is 
to  black  &  white. 


4  full-color  pages/minute.  Twice  the  speed  of  a  color  laser. 


Just  $4,995.  About  one-half  a  color  laser's  price. 


Near  photo-quality  color.  To  600  dpi. 


THE  POWER  OF  COLOR 


il 


Low  cost,  lie/color  page.  3e  black. 


s  practical  as  your  laser  printer, 
;  prints  16.7  million  more  colors. 

3  new  Phaser  340,  the  world's  fastest 
Dp  color  printer.  It  prints  stunning 
•Tektronix  set  a  new  color  on  ordinary 

standard  for  the 

world  with  the  office  papers  and 
Phaser  340.  " 


—  PC  Magazine 
April  25.  1995 


brillii  at  color  on 
transparencies. 


It  comes  with  PostScript^'^Level  2  and 
works  with  PCs,  Macs  or  workstations.  It's 
fully  networkable,  so  everyone  in  your 
workgroup  can  access  professional  color. 
For  little  more  than  the  price  of  your  laser. 
It  adds  up  to  a  practical  solution  for  color 
output  across  the  enterprise. 


Free  color  sample:  800/835-6100,  Ext.  1046 
or  http;//mm.tel(.com/Color_Printers/liw.html  ^ 


Tektronix 


Tektronix,  founded  in  1946.  is  a  leader  in  color  printers,  measurement  products,  network  displays  and  video  systems. 


ASTRANOMICS:     THE     NEW     REALITY     IN     BUSINESS  AVIATic 


The  new  Astra  SPX. 

Introducing  the  practical  benefits 
of  advanced  technology. 


The  new  Astra  SPX  brings  a  whole 
new  dinnension  to  the  world  of  busi- 
ness aviation.  Born  of  advanced  technol- 
ogy, the  fuselage  fits  the  human  form 
and  achieves  the  highest  degree  of  aero- 
dynamics. Interior  space  is  maximized 
while  minimizing  the  external  frontal 
drag.  As  a  result,  the  SPX  can  fly  non- 
stop* from  New  York  City  to  Los  Angeles 
at  a  speed 

^  NEW  YORK(TEB)  to  LOS  ANGELES(LAX) 

of  .82 

Mach. 
That's  one 
hour  faster 
than  any 
other  man- 
ufacturer's 
mid-size 
business 
jet.  The 

Lear  60.  Citation  Vl  and  VII  require  a 
stop*  to  complete  the  mission. 


Climb  to  the  top 

Thanks  to  the  new  more  powerful 
highly  efficient  AlliedSignal  731  -40 
engines,  the 
SPX  offers  a 
range  of 
3690  miles, 
600  miles  tfe  731-40 

greater  than  the  Hawker  800.  The  digi- 
tally controlled  engines  were  derived 
from  AliiedSignal's  highly  successful 

*Ooeing85%  pfODability  wind  4  Pax 
ISA  conditions  NBAA  IFR  reserves 


turbo  fan  engines  with  a  history  of 
more  than  28  million  flight  hours.  Truly 
a  global  performer,  the 
Astra  SPX  will  fly  you 
to  London  from  New 
York,  non-stop. 
Combining  the  731-40 
engines  with  the  new 
wing  design,  the  SPX 

achieves  extraordinary 
short  field  performance. 
On  a  1 ,000  mile  mission, 
it  can  take  off  from  run- 
ways 500  feet  shorter 
than  any  of  its  mid-size 
competitors.  In  fact,  the 
SPX  can  take  off  from 
shorter  fields  than  the 
Beechjet  400A  and  has  an 
operating  cost  per  mile 
less  than  the  Citation  V  Ultra.  The  SPX 
offers  the  most  advanced  digital  avionics 
that  will  be  available  on  future  larger 
business  jets  like  the  Challenger  604, 
Falcon  2000  and  the  Astra  Galaxy. 
This  advanced  Collins  avionics  package 
provides  your  pilots  with  greater 
information  and  reliability. 


Take  oft  to  touch  down 
ludes  1  hour  refuel  stop 


More  comfort 
on  the  inside 

The  SPX  can  cruise  above  the 
weather  at  41 ,000  feet  for  longer  peri- 
ods of  time  than  any  mid-size  business 
aircraft,  adding  to  the  comfort  and 


quietness  of  the  cabin  environment. 
Henry  Dreyfuss  Associates  designed  a 
cabin  interior  arounc 
their  human  engines 
ing  philosophy.  The 
SPX  offers  greater  le 
room  than  a  Lear  60 
and  has  a  longer  cab 

Your  stockholders 
will  applaud 

The  Astra  SPX  is  part  of  a  new  gen^, 
ation  of  Astra  business  aircraft.  This 
comes  at  a  time  when  large  and  small 
corporations  are  looking  at  new  ways 
to  reduce  their  overhead  and  improve 
their  profits.  It's  something  we  call 
Astranomics:  the  new  reality  in  businesiflj 
aviation.  It's  something  your  stockhold-  ^ 
ers  will  applaud.  Call  our  president, 
Roy  E.  Bergstrom, at  1  609  987-1 1 25 
fax  us  at  1  609  987-81 18  for  more 
information. 


Leadership... by  design 


iiternational  Outlook 


ED  BY  STANLEY  REED 


HY  A  WIDER  WAR  IN  BOSNIA 
OULD  REAP  THE  WHIRLWIND 


1  June  3,  defense  ministers  fi-om  the  European  Union 
ind  NATO  gathered  in  Paris  to  announce  plans  for  send- 
ng  a  rapid-reaction  force  to  Bosnia.  They  talked  tough, 
t  seemed  that  at  last  the  pictures  of  hundreds  of  U.  N. 
IS  held  hostage  by  Bosnian  Serb  fighters  just  might 

spurred  a  Western  consensus  on  how  to  deal  with  the 

in  the  fomier  Yugoslavia. 

t  committing  up  to  10,000  fresh  British,  French,  and 
ii  troops  to  Bosnia  is  unlikely  to  bring 
onflict  to  a  conclusion — even  though  the 
i  are  releasing  their  U.  N.  hostages.  In 
:he  buildup  probably  increases  the  risks  of 
er  conflict,  vrith  more  Western  casualties, 
in  tum  might  well  produce  a  U.  N.  with- 
al that  could  rattle  the  already  shaky 
em  alliance. 

e  hope  in  some  cu-cles  is  that  the  Bosnian 
;  will  now  be  intimidated  into  negotiating 
lomatic  division  of  Bosnia.  But  the  Serbs 
seen  so  much  Western  ambivalence  in 
ast  three  years  that  they  are  unlikely  to 
it  to  the  bargaining  table  imless  they  are  « 
ird.  "If  the  U.N.  forces  would  hke  the 
)  to  be  cooperative,  then  they  need  to 
I  to  the  Serbs  they  have  the  will  and  the 
lility  to  take  them  on,"  says  Zalmay  M.  FREED:  A  wo 
Izad,  a  foiTner  Pentagon  official  now  at  peacekeeper 
Corp.  But  the  West  probably  won't  be 
o  put  together  a  strong  enough  force  to  score  a  decisive 
■y  over  the  seasoned  Serb  fighters. 
iLY  HUMANITARIAN?  Still,  for  their  own  domestic  rea- 
the  Europeans,  who  are  already  the  main  contributors 
!  22,500  strong  U.  N.  force  in  Bosnia,  ai-e  going  to  be  in- 
ngly  tempted  to  battle  the  Serbs.  British  Prime  Minis- 
3hn  Major,  whose  grip  on  power  is  ever  so  tenuous, 
lifted  to  tough  talk  on  Bosnia — perhaps  to  offset  his  rep- 
m  for  indecisiveness.  At  the  same  time,  the  Bosnian 


debacle  presents  France's  new  President,  Jacques  Chirac, 
with  an  opportunity  to  reassert  France's  flagging  leadership 
in  Europe.  A  Eiu-opean-led  resolution  of  the  Bosnian  debacle 
would  also  keep  alive  the  French-backed  idea  of  a  Eui'opean 
security  force  independent  of  the  U.  S. 

Of  course,  the  Europeans  insist  that  their  mission  in  Bos- 
nia r-emains  humanitarian;  but  even  using  the  reinforcements 
to  perform  humanitarian  tasks  will  likely  lead  to  clashes. 

For  instance,  efforts  to  fulfill  the  tenns  of  the 
U.  N.  mandate  by  removing  weapons  from 
Sarajevo's  demilitarized  zone  are  certain  to 
spark  warfare  with  the  Serbs.  So  would  a 
scheme,  pushed  by  the  French,  to  force  open  a 
land  con-idor  for  humanitarian  shipments  from 
the  Dalmatian  coast  of  Croatia  to  Sarajevo. 

If  such  a  confrontation  occurs  and  Western 
casualties  rise,  the  current  consensus  would 
quickly  evaporate.  In  fact,  the  divisions  in  the 
Western  alliance  that  have  made  resolving  the 
Bosnian  crisis  so  difficult  would  vriden.  After 
all,  the  U.  S.  thinks  it  has  much  less  at  stake 
than  do  the  Europeans.  Clinton  is  assigning 
hehcopter  gunships  and  other  support  to  the 
new  force  in  hopes  of  preserving  the  status 
quo,  in  which  the  Europeans  provide  the 
gTound  troops  while  the  U.  S.  largely  critiques 
Bosnia  policy  fi'om  the  sideUnes. 

The  idea  that  the  only  way  to  handle  Bosnia 
is  to  withdraw  the  U.  N.  peacekeepers  and  let  the  war  bum 
itself  out  is  gathering  momentum  in  Washington.  Height- 
ened conflict  would  raise  puUout  calls  to  a  fever  pitch.  That 
and  combat  losses  could  undermine  the  Europeans'  new- 
found resolve  to  stare  down  the  Bosnian  Serbs.  Then,  the 
next  crisis  would  be  getting  the  beleaguered  peacekeeper  out 
safely  and  handling  the  nasty  recriminations  over  a  widening 
war  inside  Europe. 

By  Bill  Javetski  in  Paris,  with  Stan  Crock  in  Wasfmigton 


uncled  U.N. 
in  Zagreb 


LOBALWRAPUP 


DSSIBLE  AUTUMN  CHILL 

le  strained  U.  S.-Russian  relation- 
may  be  headed  for  more  turbu- 
e.  Unless  Russia  changes  its 
;ce  by  the  fall,  the  Clinton  Admin- 
ition  will  find  Moscow  in  violation 
1990  treaty  Hmiting  conventional 
s  in  Europe — a  step  that  could 
npt  Republicans  in  Congress  to 
to  cut  off  Russian  aid.  Moscow's 
sgressions  mostly  involve  forces 
hechnya  and  other  tense  areas. 
Administration  is  likely  to  move 
e  Chechnya  war  continues. 


NEW  LIFE  IN  THE  DEAD  SEA 

►  The  Middle  East  peace  process 
combined  with  the  world  auto  indus- 
try's rapidly  growing  demand  for 
magnesium  has  brought  Germany's 
Volkswagen  to  Israel.  On  June  6,  the 
giant  German  auto  maker  announced 
that  it  was  taking  a  35%  stake  in  a 
$600  million  joint  venture  with  Is- 
rael's Dead  Sea  Works  Ltd.  to  extract 
magnesium  from  the  Dead  Sea.  The 
salt  lake  holds  the  world's  largest  un- 
tapped reserves  of  the  metal,  which  is 
used  in  lightweight  materials  for  cars. 


TROUBLE  FOR  SADDAM 

►  According  to  reports  reaching  Jor- 
dan, serious  violence  broke  out  last 
month  in  the  Iraqi  city  of  Ar  Ramadi, 
formerly  a  stronghold  of  Saddam 
Hussein.  The  trouble  was  touched  off 
by  the  execution  of  an  air  force  officer 
who  was  accused  of  participating  in  a 
coup  plot.  When  his  body  arrived 
back  home  bearing  marks  that  indi- 
cated he  had  undergone  brutal  tor- 
ture, enraged  townspeople  rioted, 
burning  government  offices  and  a 
glass  works. 


The  Corporation 


CAN  HALLMARK 
GET  WELL  SOON? 

Bogged  down  by  its  specialty  shops,  the  card  giant  is  sagging 


■ 


lease  remember  that  winter's 
|darkness  emerges  into  spring," 
penned  Hallmark  Cards  Chair- 
man Irvine  0.  Hockaday  Jr. 
during  a  management  retreat  a  few 
years  ago,  when  asked  to  write  a  hyjio- 
thetical  sympathy  card  for  Laplanders. 
Given  Hallmark's  recent  problems,  it's 
just  the  kind  of  consoling  message  he 
might  want  to  send  employees  and  Hall- 
mark store  owners. 

The  privately  held  gi'eeting-card  gi- 
ant, based  in  Kansas  City,  Mo.,  has  seen 
its  market  share  slip  from  an  estimated 
50%  to  45%  over  the  past  five  years. 
Revenue  steadily  increased,  reaching 
$3.8  billion  in  1994,  up  40%.  since  1990. 
But  return  on  equity  sagged,  falling  to 
an  estimated  8%  last  year — fai-  below  its 
historical  15%  to  20%.  roe,  as  Hockaday 
concedes. 

Part  of  the  problem:  Hallmark's  cards 


and  merchandise  look  dated  ne.xt  to  hip- 
per  upstaits,  such  as  Chicago's  Recycled 
Paper  Greetings.  Meanwhile,  risky  new 
investments  in  media  could  divert  atten- 
tion from  the  core  business.  But  Hall- 
mark's biggest  challenge  is  a  changing 
marketplace  that  now 
favors  mass  retailers 
over  the  9,000  indepen- 
dent specialty  shops 
Hallmark  relies  on  to 
sell  its  flagship  cai'ds. 

Hockaday  makes  no 
bones  about  the  fact 
that  the  company  has 
made  mistakes  during 
his  nine-year  tenure — 
in  particular,  unsuc- 
cessful attempts  to  di- 
versify and  failed 
restructurings.  The  58- 
year-old  is  only  the 


RESHUFFLE  IN  THE 
CARD  MARKET 


75  '80 
▲  PERCENT 


NEW  COLOR:  Hockaday  is  diversify 

into  TV  and  jazzing  up  card  lineA 

third  chairman  in  Hallmark's  100-1 
histoi-y  and  the  fii'st  who  isn't  a  iJ 
ber  of  the  founding  Hall  family,  wl 
holds  two-thirds  of  Hallmark's  stof 
Just  how  bad  things  are  is  harl 
say.  Hallmark's  profits  are  a  jealn 
guarded  secret — even  from  the  2f 
employees,  who  own  a  third  of  the  j 
pany  through  a  profit-sharing  planJ 
they  know  the  news  can't  be  gooJ 
1990,  Hallmark's  profit-sharing  col 
bution  began  a  slide,  from  10%  of  f 
ries  to  6.5%  last  year.  I 
Hallmark's  response?  In  Januaryj 
company  announced  yet  another  rouj 
cost-cutting,  this  time  a  mei-ging 
administrative,  mai'keting,  and  pre 
development  functions  of  the  va^ 
Hallmai-k  card  brands.  But  that  dol 
mean  there  will  be  layoffs:  "Hallmarlj 
have  tyiaically  held  their  jobs  for  lifl 
Besides  tiimming  overhead,  Hockl 
is  ti-ying  to  diversify  from  the  ma 
greeting-card  business.  The  comjl 
plunged  into  TV  production  last  year  [ 
a  $365  million  purchase  of  rhi  Eil 
tainment,  best  known  for  Hallmark's  [ 
of  Fame  productions.  Next  came  aii 
million  investment  in  Flextech,  a  Euil 
an  satellite-TV  company,  this  spif 
Where's  the  synergy  with  greeting  ca 
Both  cards  and  programming  dish 
emotional  content,  Hockaday  says.  ! 
SYNERGY  SKEPTICS.  Such  claims  of  I 
chic  synergy  meet  vrith  plenty  of  ski 
cism.  "That's  a  hell  of  a  stretch.  ] 
not  cany  it  through  to  waiTn  and  t 
food?"  scoffs  one  analyst  who  follo' 
industry.  Hallmai'k's  previous  flings 
the  media  business  have  ended  badli 
lost  $10  million  on  a  five-year  im| 
ment  in  Spanish-language  television 
cost  banks  and  bondholders  $104 
by  the  time  it  was  dumped  in  1992, 
it  barely  escaped  another  loss  last  j 
when  it  unloaded  a  $1  billion  investrj 
in  the  cable  business  that  was  pi; 

when  Congress  liirj 
the  fees  cable  op' 
tors  could  charge. 

Nor  can  Hocki 
afford  to  ignore 
core  business.  Gr 
ing  cards  and  rel 
items  still  account 
more  than  half  • 
Hallmark's  sales.  J 
hopes  to  jazz  up 
card  lines  by  gi'i 
more  creative  cor'- 
to  the  artists  who  ' 
duce  21,000  Hallnt 
cai'd  designs  in  20  p 


■85        '90  '95 
DATA:  PACKAGED  FACTS 


res  each  year.  Instead  of  executing 
ting-card  assignments  dreamed  up 
rt'oduct  managers,  they  will  be  en- 
aged  to  pursue  theii-  own  ideas.  "We 
■ur  products  get  a  little  aged,  rela- 
te the  velocity  of  the  mai-ketplace," 
vaday  says. 

ockaday  dances  around  his  toughest 
— what  to  do  with  the  thousands  of 
pendently  owned  Hallmark  card 
s  now  that  discounters,  supeiTnar- 
and  dmgstores  dominate  the  card 
iet.  Specialty  card  shops,  which 
accounted  for  65%  of  the  business, 
constitute  less  than  a  third  of  it. 
nai'k  makes  Ambassador  cai'ds  spe- 
'  for  discounters,  but  three-quar- 
of  the  flagship  line  is  sold  through 
!  specialty  shops.  The  shops  agree 
ny  mostly  Hallmark  goods  in  ex- 
^e  for  merchandising  support,  use 
le  Hallmark  name,  and  being  by 
tion  the  piimary  Hallmark  outlet. 
IS  OF  PROTEST.  Publicly,  Hockaday 
s  .support  for  the  shops,  saying  that 
protect  the  bi-and's  premium  image, 
the  relationship  seems  sure  to  go 
ivay  of  the  handmade  Valentine, 
xititors  and  analysts  say  they  expect 
aday  to  strike  a  deal  any  day  with  a 
inter  such  as  Target  Stores  to  cany 
lallmark  line.  Already  the  company 
uch  agi'eements  with  six  drugstore 
s,  including  fast-gi"owing  Walgi'een 
nd  CVS  Consumer  Value  Stores.  "I 
ve  the  decision  has  already  been 
,"  says  E.  Gray  Glass  HI  of  "Wheat, 
Securities  Inc.  "It's  just  a  cjuestion 
ling."  There's  nothing  in  the  contract 
aark  signs  with  its  store  owners 
prevents  it  from  selling  its  cards 
here  it  wants.  But  doing  so  would 
howls  of  protest  from  outi-aged  shop 
rs  and  go  against  decades  of  Hall- 
cultiu-e. 

;anwhile,  the  stores  have  already 
hurt  by  the  discounters  and  many 
)e  out  of  business  in  five  years  if 
don't  diversify  beyond  Hallmark 
lets,  predicts  Glass.  Some  shop 
rs  have  already  taken  on  compet- 
rands.  "They're  doing  what's  best 
.eir  business.  I'm  doing  what's  best 
line,"  says  Virginia  Liu,  whose 
ington  (D.  C.)  Hallmark  card  shop 
ited  directly  across  the  street  from 
store. 

11,  with  almost  half  the  gi-eeting- 
market.  Hallmark  is  fighting  back 
a  position  of  strength.  And  its 
!  name  and  reputation  for  integ- 
hould  play  well  with  today's  fami- 
jnted  consumei-s.  "We  could  start  a 
)</  of  mutual  funds,  and  people 
1  buy  it,"  Hockaday  boasts.  "That's 
lower  of  the  brand."  Still,  it  will 
I  more  than  sympathy  and  senti- 
i  to  get  Hallmark  back  on  track. 
I '  Susan  Chandler  in  Kansas  City 


STRATEGIES 


THE  NEW  GROWTH 
AT  WEYERHAEUSER 

The  company  is  drawing  kudos  from  sliareholders  and  greens 


WEYERHAEUSER 


How  do  you  please  shareholders  and 
environmentalists  alike?  For  paper 
and  forest-products  companies,  it's 
traditionally  an  either/or  choice.  Make 
shareholders  happy,  and  chances  are 
you'll  send  the  green  crowd  up  the  waU. 
Please  the  environmentalists,  and  share- 
holders probably  wiW  soon  be  head- 
ing for  the  door 

In  the  four  years  since  be- 
coming CEO  of  Weyerhaeuser 
Co.,  John  W.  Creighton  Jr 
has  racked  up  credits  with 
both.  Shareholders  like  his 
extensive  restioicturing: 
The  one-time  laggard  is 
now  among  the  indus- 
ti-y's  most  profitable 
players.  And  Cr-eigh- 
ton  is  making  in- 
roads with  an  even 
tougher  crowd: 
Green  activists  are 
beginning  to  give 
Weyerhaeuser  1^' 
kudos  for  going 
beyond  legal  obli- 
gations to  cut  pol- 
lution and  reduce 
damage    to  the 
lands  it  logs. 

A  BULLY?  It's  far  from  the  company 
Creighton,  62,  inherited  in  1991,  after 
three  years  as  president  under  long- 
time CEO  George  H.  Weyerhaeuser. 
Lackluster  earnings  at  the  Federal  Way 
(Wash.)  company  had  left  it  near  the 
bottom  of  the  industry.  Investors 
scorned  it  as  imwieldy  and  paternalistic. 
It  was  loaded  down  with  outdated  mills, 
and  it  also  i"an  a  slew  of  noncore  subsid- 
iaries making  everT/thing  from  milk  car- 
tons to  disposable  diapers.  Meanwhile, 
environmentalists  saw  Weyerhaeuser  as 
a  chain-saw-wielding  bully,  recklessly 
denuding  hills. 

Creighton  hardly  seemed  a  reform- 
er. A  low-key  man  with  a  law  degi'ee 
and  an  mba,  he  had  been  hand-picked  by 
Weyerhaeuser  to  be  the  fii-st  ceo  not  re- 


TAKING 
THE  LEAD  AT 
WEYERHAEUSER 
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lated  to  one  of  the  founders  of  the  95- 
year-old  company.  Creighton  also  came 
from  the  company's  tiny  real  estate 
group,  neai'-heresy  in  an  industiy  where 
top  jobs  have  always  gone  to  paper  and 
forestry  execs.  But  being  an  outsider 
has  advantages.  "Not  being  a  forest- 
products  person,  he  didn't  have  a  lot 
of  the  ingi'ained  habits,"  says  Carl- 
ton Martin,  portfolio  manager  at 
College  Retirement  Equities 
Fund,  which  owns  roughly  1% 
of  Weyerhaeuser 

Within  a  yeai-  of  becom- 
ing president,  Creighton 
set  about  rejuvenating 
Weyerhaeuser.  He  be- 
gan by  dumping  many 
of  the  noncore  units. 
More  important,  he 
led  managers  through 
an  18-month  reengi- 
neering  in  which  each 
mill  and  tree  farm 
had  to  redesigTi  the 
way     it  worked. 
Creighton's  goal:  to 
add  $700  million  to  op- 
erating  earnings  by 
1995.  To  eliminate  the 
impact  of  price  fiuc- 
tuations  in  the  cyclical  industry,  the 
gains  were  measured  in  constant  dol- 
lars, at  1989  price  levels. 

Few  gave  Creighton  much  chance  of 
success.  But  he  met  his  $700  million 
goal  a  year  early.  About  $100  million 
has  come  out  of  corporate  overhead. 
Most,  however,  came  as  Weyerhaeuser 
cut  costs  while  boosting  output  at  its  ag- 
ing plants.  At  a  Washington  mill,  man- 
agers upped  productivity  by  simplify- 
ing the  flow  of  lumber,  then  installed 
computerized  lasers  that  scan  logs  to 
deteiTnine  the  highest-value  boards  that 
can  be  cut  from  them.  Now,  output  from 
each  log  is  up  15%- — and  the  mill  pro- 
duces 45%  more  lumber  per  hour  than 
in  1990.  And  at  a  money-losing  box 
plant  in  Tennessee,  employees  suggest- 


To  boost  the  stock  price,  Weyerhaeuser  raised 
its  dividend  by  33%  in  April  and  has  announced 
plans  to  repurchase  up  to  10  million  shares 


The  Corporation 


ed  buying  used  machines  ^ 
to  speed  production.  The 
equipment  doubled  pro- 
ductivity per  worker  in 
two  years.  "These  im- 
provements are  going  to 
stick  because  the  [employ- 
ees] have  ownership," 
Creighton  says. 

At  the  same  time, 
Creighton  spent  $1  billion 
modernizing  tkree  big  pa- 
per plants.  The  invest- 
ments slashed  costs  while 
boosting  quality  and  out- 
put. At  the  Longview 
(Wash.)  plant,  new  pulp- 
ing equipment  raised  ca- 
pacity by  40%,  even  as  it 
consumes  less  energy, 
chemicals,  and  water. 

The  changes  add  up:  In 
1994,  the  company's  oper- 
ating income  hit  $1.2  bil- 
lion, up  24%,  on  revenues 
of  $10.4  billion,  an  8.9'/. 
rise.  This  year,  Pi-udential 
Securities  analyst  Mark 
Rogers  expects  operating 
profits  will  soar  72%-,  to 
$2.1  billion,  on  sales  of 
$11.5  billion,  thanks  to 
both  rising  paper  prices 
and  Weyerhaeuser's  im- 
proved cost  structure. 

Of  course,  rising  paper  prices  are  lift- 
ing profits  industrywide.  Yet  Weyer- 
haeuser is  moving  to  the  head  of  the 
class.  Its  operating  margin  was  just 
8.9%.  in  1989— well  under  the  industry's 
14%.  average.  By  1994,  it  hit  11.7%, 
nearly  30%  better  than  rivals.  And 
while  Weyerhaeuser  posted  record  earn- 
ings last  yeai',  others  remain  far  below 
the  peak  profits  attained  in  the  late 
1980s.  Since  1989,  net  income  has  fallen 
59%  at  International  Paper  Co.  and  53% 
at  Georgia-Pacific  Corp.  "[Weyerhaeuser 
is]  one  of  only  thi-ee  companies  out  of  18 
that  exceeded  1989  earnings  in  1994," 
says  Evadna  Lynn,  paper  and  forest- 
l)roducts  analyst  with  Dean  Witter  Rey- 
nolds Inc. 

The  stock  is  also  much  improved: 
From  a  low  of  18  in  1990,  it  hit  nearly 
49  in  early  1994.  Fears  that  slowing 
consti-uction  will  dent  lumber  sales  have 
pushed  it  to  ai-ound  43  today.  To  get  it 
moving  again,  Creighton  boosted  the 
dividend  33%  in  April  and  announced 
plans  to  r*epurchase  up  to  10  million 
shares.  He  has  also  targeted  another 
$600  million  in  incremental  earnings  by 
1997 — and  he  has  pledged  not  to  add 
capacity  for  at  least  two  years.  "Weyer- 
haeuser has  gone  from  a  build-or-peiish 


"Though  we  own  huge  amounts 
of  timberland ...  we  operate  at 
the  sufferance  of  the  public" 


ronmental  Council's  forest  resouti 
committee.  "But  they're  one  of  the  ; 
at  taking  care  of  the  land." 

Take  the  r-ecent  modernization  c: 
paper  mills,  where  Weyerhaeuse; : 
eluded  technology  to  eliminate  i 
chlor-ines.  It  hasn't  eliminated  them  ; 
gether,  as  some  gi-eens  demand,  b 
expects  to  meet  pr-oposed  Environi 
tal  Protection  Agency  rules  by  19 
two  year's  earlier  than  required — (, 
as  many  rivals  fight  the  new  rules. 

But  it's  in  the  for-est  that  cha 
are  most  dramatic.  To  head  off  criti 
of  clear'-cutting — which  Creightor 
sists  is  necessary — the  company  is 
ing  foresters  to  classes  at  Jone 
Jones,  a  "green"  Seattle  firm  of  1 
scape  ar-chitects.  They're  learning  t( 
following  the  contours  of  the  land.  ' 
makes  Weyer-haeuser  the  first  m 
forester  to  plan  "designer  clear--ci 
in  which  trees  ar-e  left  along  mour; 
ridges  and  the  edges  of  clear-cuts 
"feathered"  less  abruptly. 

The  moves  go  beyond  esthe 
Wor'king  with  environmentalists,  m 
tribes,  and  Seattle's  water  departrr 
Weyer'haeuser  analyzed  the  impac 
logging  on  12  Northwest  river  ba 
then  came  up  with  plans  for  har-ves 
trees  that  lessen  thr'eats  to  salmon  r 
The  company  is  replacirrg  culverts  u] 
logging  roads  to  allow  fish  passage 
it  leaves  trees  near-  streams  to  si 
the  fish.  "They  agree 
fix  all  the  problems," 
Kiut  Bearxlslee,  execi 
director  of  Washing 
Tr'out,  a  frsh-conserv£ 


gr-oup. 
Still, 


Weyerhaei 


WEYERHAEUSER  CEO  JOHN  CREIGHTON 

mentality  to  one  focused  on  financial  re- 
turns," says  Michael  P.  Stack,  portfolio 
manager  at  Independence  Investment 
Associates  in  Boston,  which  owns  about 
2%  of  Weyer-haeuser.  "They'r-e  much 
more  aware  today  that  the  shar-eholder- 
is  an  important  part  of  the  equation." 

Creighton  is  also  making  gTeen  con- 
cerns a  bigger  part  of  Weyerhaeuser's 
brief.  While  many  in  the  industry  fight 
regulation,  Creighton  argues  that  Wey- 
er'haeuser's  long-term  interests — and  its 
ability  to  plan  for  the  futur-e — are  better 
served  by  a  mor'e  cooperative  stance. 
"Although  we  own  huge  amounts  of 
[private]  timberland,  to  some  degr-ee  we 
oper-ate  at  the  suffer-ance  of  the  pub- 
lic," he  says.  He  has  won  applause  from 
some  greens.  "They're  never  going  to  do 
everything  environmentahsts  wish;  if 
they  did,  they'd  go  broke,"  says  Alan 
Copsey,  chair  of  the  Washington  Envi- 


has  a  long  way  to  g 
quell  public  conce 
Since  last  year,  Creighton  and  Chs 
W.  Bingham,  executive  vice-presi( 
for  timberiands,  have  been  fielding  q 
tions  at  public  "town  hall  meetin 
The  meetings  have  pr-ovided  oppo 
nity  for  dialogue — and  for-  activist 
blast  Weyerhaeuser  about  toxic  w£ 
conver-sion  of  forest  land  to  housing 
divisions,  and  continued  clear-cutt 
"They  have  taken  tangible  steps  to 
to  demonstrate  they'r-e  changing 
way  they  do  business,"  says  Steve  ^ 
ney.  Northwest  regional  director  of 
Wilderness  Society.  "But  it's  also  1 
that  there  are  vast  acres  under  t 
control  wher-e  it's  business  as  usi 
No  one  ever  said  attaining  leadershi 
both  ear-nings  and  environmental! 
would  be  easy.  But  Creighton  isn't  i 
ing  away  from  either  challenge. 

By  Dori  Jones  1 
in  Federal  Way,  W 
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Templeton  Smaller  Companies  Growth  Fund 
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Searching  For  Bargains 
Among  Quality  Stocks. 

Small  companies  can  offer  big  opportunities  because 
they  are  often  positioned  for  rapid  growth.  That's 
why  the  Templeton  Smaller  Companies  Growth  Fund 
searches  the  world  for  quality  securities  that  are  selling 
at  unusually  low  prices  in  relation  to  the  assessment  of 
their  true  value. 

The  fund  seeks  long-term  capital  growth  by  investing 
primarily  in  emerging  growth  companies  worldwide/'^ 
This  global  investment  philosophy  is  designed  to  allow 
for  diversification  —  and  maximum  bargain  hunting. 

For  over  50  years,  the  Templeton  organization 
has  been  an  acknowledged  leader  in  the  management 
of  international  equity  mutual  funds.^^  To  find  out  if  a 
global  investment  strategy  may  be  appropriate  for  you, 
call  your  investment  representative  or  Templeton  today. 


fThere  are  special  risk  considerations  associated  with  international  investments  in  smaller 
companies,  including  price  volatility,  illiquidity,  currency  fluctuations  and  limited  product 
lines,  markets  or  financial  and  management  resources 

ffSource:  Strategic  Insight.  Frauhliii  Tciiiplcloii  was  iivikeJ  14 1  oul  of  ''0  il  S  jund  mivuigcn  for  iiuirkel 
share  in  the  interiialional  Cijuily  fiinJ  ailegoty  for  ihc  ijiiarlcr  ended  12/^1  /'H. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  T24  2 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

i  '/  would  like  a  free  prospectus 
lonlivniiig  more  complete  information  on  the 
Templeton  Smaller  Companies  Growth 
Fund,  iihlitdiiig  sales  charges  and  expenses. 
I  will  read  it  carefully  l''efore  I  invest  or 
send  money. 

rn  /  am  currently  a  Templeton  shareholder. 
N.iinc 
Address 
City 
St.uc/Zip 
1  ^.n  [line  Plume 

T24: 

Ibmpleton 

-■-WORLDWIDE 


A  Member  of  the  $118  Billion  Franklin  Templeton  Group 


Media 


PUBLIC  BROADCASTING 


DEAD  END  FOR 
SESAME  STREET? 

Stations  are  hunting  for  new  ventures  to  help  survive  a  likely  federal  fund  phaseout 


Close  your  eyes  in  William  J.  Mc- 
Caiter's  office  on  Chicago's  Noith- 
west  side,  and  it  would  be  easy  to 
imagine  a  battle  raging  outside 
his  window.  McCarter  is  president  of 
WTTW-Channel  11,  Chicago's  biggest  pub- 
lic-television station.  The  clamor  arises 
fi'om  constraction  of  an  upgi'aded  pro- 
duction studio,  his  first  line  of  defense 
in  the  war  over  the  future  of  public 
br-oadcasting. 

McCarter  doesn't  hold  out  much 
hope  that  federal  funding  for  public  TV 
and  radio  will  survive.  But  he's  fighting- 
back  with,  among  other  things,  the 
new  studio,  which  he'll  rent  to  com- 
mercial producers  for  a  pi'ofit.  "Hand- 
wringing  about  budget  cuts  is  a  waste 
of  energy,"  he  barks  against  the  noise. 
"This  is  not  a  doomsday  scenario." 

Bill  McCarter  repre-   

sents   an   aggressive  WGBH'S  NOVA: 
breed  of  public  broad-  Producing  a 
casting  e.xecutive  val-  second  series 
iantly  preparing  for  the  on  pyramids 
day  when  gop  budget- 
cutters  shut  off  the  federal  spigot  for 
good.  He  is  searching  hard  for  new 
sources  of  revenue,  cutting  costs,  and 
challenging  many  of  public  broadcast- 
ing's most  cherished  traditions — fii'st 
among  them  the  near-sacred  niles  about 
advertising. 

DIFFERENT  RULES.  Most  public  broad- 
casting executives  find  it  ludicrous  that 
the  U.  S.  can't  afford  less  than  SJOO  mil- 
lion annually  to  support  commercial-free 
TV  and  radio.  Many  resent  what  they 
see  as  a  thinly  veiled  political  agenda 
behind  the  proposed  cuts:  the  Republi- 
can conviction  that  public  broadcasting 
is  too  "liberal."  But  as  they  gather  in 
Washington  on  June  19  for  their  annual 
confei'ences,  they  also  admit  that  ineffi- 
ciencies abound  within  the  system.  "The 
gi'ound  rules  are  going  to  be  diffei'ent," 
McCartei'  says.  "You're  going  to  have  to 
change  your  mind-set." 

A  close  look  at  the  business  of  public 
bi'oadcasting,  however,  reveals  that  even 
if  the  system  cleans  up  its  act,  it  will 
have  a  hai-d  time  sui*viving  as  we  know 


it  today  without  federal  support.  Sta- 
tions that  aren't  restricted  by  state  or 
local  charters  would  likely  have  to  ac- 
cept ads  of  some  sort.  Many  small  sta- 
tions and  some  tough-to-finance  pro- 
gramming would  simply  disappear. 
Lazard  Freres  &  Co.  Managing  Dii-ector 
Steven  T.  Rattner,  a  media  expert  and 
board  member  of  New  York's  wnet, 
says  there's  room  foi'  cost-cutting.  But 
without  federal  funds,  "there's  no  doubt 
that  what  the  viewer  sees  would  be 
very  different,"  he  says. 

To  r-ealize  how  different,  one  has  to 
understand  the  outsize  impact  federal 
funds  have.  This  year,  the  Corporation 
for  Public  Broadcasting  (cpb)  will  re- 
ceive $285.6  million  from  Congress,  or 
about  14%  of  public  broadcasting's  $1.8 
billion  in  revenue  from  all  sources. 


That's  a  relatively  small  shce,  bu 
system's  interrelated  nature  mag 
its  importance  in  several  ways. 

First,  for  many  small  stations,  fei* 
money  makes  up  a  much  higher  pei 
age  of  their  budget.  Second,  thos( 
tions  use  the  money  to  purchase 
gi'amming,  such  as  Sesame  Street  Kf- 
This  Old  House,  produced  elsewht 
the  system.  Finally,  unlike  corpi 
gi"ants  tai'geted  at  specific  progTams  H 
eral  fimds  ai'e  discretionaiy — station 
use  them  to  fund  projects  that  o 
wise  would  flounder.  "If  that  mon  K 
lost  and  can't  be  replaced,"  says  B 
Clai-k,  CEO  of  Seattle's  KCTS,  'it  will 
a  downward  spiral." 

A  recent  Lehman  Brothers  Inc. 
for  CPB  concludes  that  cost-cutting 
new  I'evenue  sources  won't  replace 


THE  MONEY  SQUEEZE 


WGBH  in 

Boston  and  KCET  in  Los  Angeles  have 
launched  chains  of  retail  stores  with 
partners  that  supplied  the  initial 
capital.  But  can  they  fill  the  funds  gap? 
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funding  (table).  Even  outright 
rtising,  the  report  says,  would 
a  negative  effect,  since  any 
lue  generated  would  likely  be 
;  by  revenue  lost  when  initated 
;ribers  bolted.  Representative 
Fields,  Republican  chairman  of 
iouse  telecommunications  sub- 
tiittee,  charges  that  when  it 
s  to  finding  solutions,  "some 
e  have  been  ostiiches  and  have 
their  heads  in  the  sand."  But 
if  you  distrust  the  Lehman 
•t  as  captive  of  CPB,  the  evi- 
!  available  supports  most  of  its 
jsions. 

;  STANDARD.  Take  the  issue  of 
lising.  For  a  while  now,  Mc- 
■r's  WTTW  and  several  other  sta- 
have  been  selling  what  they 
enhanced  undei-writing,"  which 
s  they  run  a  limited  number 
-second  promotional  spots  for 
ors  that  look  a  lot  like  classy 
rate-image  ads.  The  practice 
:'t  break  Federal  Communica- 
Commission  males,  but  it  does 
ifoul  of  stricter  standards  set 
e  Public  Broadcasting  Service, 
.hough  it  has  backed  off  for 
PBS  earlier  this  year  threatened 
le  the  stations  for  breaking  its 

Meantime,  national  progi'ammers 
as  Boston's  wgbh  and  New  York's 

have  complained  that  national 
.ors  for  their  shows  have  been 
ing  openly  that  "advertising"  in 


The  Dilemma 

A  recent  Lehman  Brothers  study  done  for  the 

Corporation  for  Public  Broadcasting  con- 
cludes that,  even  using  optimistic  forecasts, 

no  mix  of  cost  reduction  and  revenue  en- 
hancement could  replace  lost  federal  funding. 

MILLIONS  OF  DOLLARS 


1995  FEDERAL  FUNDING 

POTENTIAL  COST  REDUCTIONS'^ 

•  Station  mergers  $34.6 

•  Automation  of  station 
operations  60.9 

NEW  REVENUE  SOURCES* 

•  New  underwriting  revenue 
given  relaxed  standards  for 
sponsorship  plugs  64.7 

•  Rental  of  extra  satellite 
transponder  space  6.8 

•  Income  from  merchandise 
licensing  5.2 

TOTAL 

SHORTFALL 


$285.6 


$172.2 

$ir3'4 


*By  year  2000 

DATA:  LEHMAN  BROTHERS  INC.,  CORPORATION  FOR  PUBLIC  BROADCASTING 

one  of  the  more  accommodating  local 
markets  would  be  a  better  deal.  "We 
need  a  consistent  standard  that  every- 
body sticks  to,"  says  wgbh  chief  Henry 
Becton,  producer  of  Masterpiece  Theater 
and  Nova.  McCarter's  response:  pes 
should  change,  not  the  local  stations. 


Given  the  budget  pressures, 
McCarter  will  likely  prevail.  Corpo- 
rations, besieged  by  nonprofits  for 
support,  are  demanding  more  for 
their  sponsorships  and  see  the  op- 
portunity to  press  their  case.  Mobil 
Corp.  recently  dropped  support  of 
wgbh's  Mystery  Theater  and  told  the 
station  it  wants  to  "enhance"  its  na- 
tional sponsorship  of  Mastei-piece 
Theater.  Says  Ameritech  Corp.  ad 
director  Brian  Fitzgerald:  "We  don't 
want  to  tmn  public  broadcasting  into 
normal  TV.  But  we'd  like  more  than 
seeing  our  name  in  fine  print." 

Clearly,  stations  could  squeeze 
more  money  out  of  sponsors  if  PBS 
eased  its  standai'ds.  But  even  if  that 
didn't  scare  off  subscribers,  most 
agree  the  revenue  impact  for  big 
stations  would  be  in  the  thousands 
of  dollars,  not  the  millions.  Small- 
market  stations  woidd  see  even  less 
impact,  and  many  outlets,  owned  by 
states,  cities,  and  schools,  by  charter 
simply  can't  take  advertising.  "It's 
not  a  silver  bullet,"  says  wnet  Pres- 
ident William  F.  Baker. 

Silver  bullets  are  hard  to  come 
by.  That's  why  most  smart  station 
managers  ai'e  tiying  to  create  as  many 
new  revenue  streams  as  they  can. 
McCarter,  who  ah-eady  produces  for  mtv 
and  Lifetime,  lately  signed  a  produc- 
tion contract  for  his  upgraded  studio 
with  Walt  Disney  Co.'s  Buena  Vista 
television  unit.  Seattle's  Clark  has  also 

  pushed    heavily  into 

production  of  shows  for 
others  and  scored  big 
in  1998  by  selling  a 
syndicated  program 
called  Bill  Nye  the  Sci- 
ence Guy  to  the  Disney  Channel. 

WGBH  in  Boston  and  kcet  in  Los  An- 
geles have  both  launched  chains  of  retail 
stores  with  partners  that  supplied  the 
initial  capital.  LearningSmith  Inc.  and 
Store  of  Knowledge  Inc.  sell  education- 
al products  based  on  pbs  shows,  and 
both  plan  to  expand  by  linking  with  lo- 
cal PBS  affiliates,  kcet,  for  instance,  has 
teamed  with  whyy  in  Philadelphia  to 
open  a  whyy  Store  of  Knowledge.  The 
Philly  station  gets  a  sliver  of  revenue 
and  in  turn  promotes  the  store. 
GETTING  FLEECED.  Other  ideas  range 
fi'um  creating  CD-ROMs  and  other  multi- 
media products  to  renting  out  satellite 
time  on  PBS  transponders.  But  while 
some  stations  have  gotten  a  solid  boost 
from  entrepreneurial  endeavors,  most 
of  them  have  not.  Finding  the  resources 
to  statt  new  ventui'es  is  out  of  reach  for 
many  stations.  Even  big  ones  such  as 
New  York's  wxet  have  problems.  Bill 
Baker,  the  station's  president,  would 
love  to  leverage  wnet's  rich  library  of 
series  such  as  Nature.  But,  he  says, 
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lour  customer  data  has 
never  really  given  you  a  clear 
picture  of  your  customer. 
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Announcing  The  Open  Parais 


Decision  support  is  one  promise  of 
information  technology  that  has 
never  been  fully  realized.  Its  aim 
is  to  help  you  uncover  trends 
hidden  in  your  databases,  so  you 
can  manage  information  to  satisfy 
customers  and  compete  more  vigorously. 

Unfortunately,  there's  been  no 


practical  technology  to  make  large- 
scale  decision  support  possible. 
Companies  that  have  tried 
haven't  offered  much  beyond 
some  hardware  and  a  handshake. 
But  now,  Unisys  presents  the 
most  comprehensive  decision  support 
solution  in  the  industry.  It's  built  around 


the  open  Parallel  Unisys  Server  ( OPUl\^ 
a  joint  Unisys  and  Intel  initiative  in  i 
able  parallel  processing.  And  it  can  hi 
you  CUSTOMERIZE  your  organizatifei 
to  be  more  responsive  to  those  you  sei  -jj 

OPUS  breaks  through  the  barrii 
that  have  kept  parallel  processing  fnjsf,,, 
being  commercially  practical.  It's  UN 


)       l!iiisvs  (■(■nK»nilinii  Oracle  is  a  rc^isten-d  traileniark  of  Oracli-  Gorpnralliin  Red  Brick  is  a  registered  trademark  of  Red  Brick  Systems  Tfie  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation, 
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Until  now. 
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Lsys  Server  For  Decision  Support. 


cl'N 

itium 


based  for  openness, 
and  offers  unsurpassed 
database  independence, 
with  easy  growtli  and 
'  ation  portability. 
)I'US  supports  databases  from 
,  Red  Brick  and  other  leaders.  Plus, 
'  s  already  a  portfolio  of  applications 


to  make  decision  support  an  instant 
reality  for  key  industries.  And  to  deliver  a 
complete  solution,  Unisys  is  deploying  a 
new  service  team  dedicated  to  decision 
support  consulting  and  implementation. 

UNiSYS 


To  receive  your  OPUS  informa- 
tion, contact  us  on  the  Internet  at 
http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  219.  Because 
once  you  can  manage  information 
instead  of  just  process  data,  you'll  get  a 
clearer  picture  of  what's  really  important 
to  your  success-your  customer. 
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Media! 


"the  rights  to  many  of  them  were  sold 
up  front  to  fund  production." 

PBS  has  been  accused  of  dropping  the 
ball  most  egregiously  when  it  comes  to 
merchandising  its  kids  properties.  The 
case  of  Barney  gives  critics  some  am- 
munition. PBS  is  getting  fleeced  by  the 
show's  producer,  Lyon's  Group.  It  has 
gotten  only  $1.6  miUion  from  Barney 
home  video  and  foreign  rights  since 
1991.  Worse,  pbs  gets  no  money  from 
Barney  toy  sales.  That  makes  the  show 
a  money-loser  for  the  network  since  it 
paid  $2.7  million  duiing  the  same  period 
to  acquire  the  broadcast  rights. 
POLITICAL  MIRACLES.  A  new  contract 
will  improve  the  take  but  not  dramati- 
cally. The  problem:  pbs  doesn't  own  or 
produce  the  character,  so  even  under 
the  best  of  cii'cumstances,  it  can't  expect 
a  huge  gain.  The  same  holds  troie  for 
Sesame  Street.  Moreover,  most  pubhc 
broadcasting  fare  doesn't  lend  itself  to 
merchandising.  Says  wgbh's  Becton: 
"That's  not  what  we're  here  to  do." 

The  best  hope  for  public  broadcasting 
is  twofold.  Fii'st,  it  will  have  to  reorga- 
nize by  eliminating  overlapping  stations, 
cutting  the  system's  administrative  bu- 
reaucracy, and  figuring  out  how  small 
stations  can  share  in  the  wealth  of  big 


"Are  people  really 
going  [to  cut  us  off]  for 
the  equivalent  of$la 

year  per  citizen?" 


ones.  Second,  it  will  have  to  tap  the  po- 
tential of  digital  technology. 

Many  markets  have  more  than  one 
public-TV  station,  and  viewers  in  big  cit- 
ies such  as  Washington,  D.  C,  and  New 
York  can  see  as  many  as  six  signals. 
The  system  can't  afford  all  the  dupli- 
cation, but  because  many  stations  are 
owned  by  cities,  universities,  and  other 
institutions,  deciding  which  should  go 
isn't  easy.  Even  friendly  mergers  can 
be  difficult.  Connecticut  Public  Broad- 
casting Corp.  actually  asked  to  merge 
with  larger  wnet  six  months  ago.  So 
far,  talks  have  gone  nowhere.  Mergers 
will  happen,  though.  Most  predict  that 
as  the  pressure  builds,  cpb  will  force 
them  to.  Also  likely  to  be  debated: 
whether  to  merge  National  Fhjblic  Radio 
and  Pubhc  Radio  International. 

Most  promising  would  be  tapping  into 


the  digital  future.  Digital  compres 
will  soon  allow  any  television  or 
station  to  beam  six  channels  instea 
one.  If  regulators  let  public  stations 
the  extra  spectrum  to  commercial  I 
grammers,  they  could  pay  for  non( 
mercial  programming  easily. 

The  trouble  is,  digitization  is  y 
away,  and  solutions  currently  on  the  t 
hold  much  less  promise.  They  inclu( 
$6  biUion  federal  trust  fund  that  w 
kick  off  enough  interest  income  to 
cpb  going.  Where  would  the  money 
from?  A  fee  from  commercial  broadi 
ers,  which  would  require  a  political 
cle,  or  a  tax  on  TV  sets,  which  W( 
take  divine  intervention. 

That's  why  many  public  broadcas] 
executives  are  quietly  hoping  bu 
cutters  will  simply  be  kind.  "Our  fi 
is,  some  support  will  continue," 
wgbh's  Becton.  "My  question  is,  are 
pie  really  going  [to  cut  us  off]  for 
equivalent  of  $1  a  year  per  citizi 
That's  not  entfrely  clear.  But  the  w| 
of  pubhc  broadcasting  would  do  we] 
prepare  itself  for  the  worst. 

By  Midmel  Chieal  in  New  York  • 
Richard  A.  Melcher  in  Chicago,  i, 
Mark  Lewyn  in  Washington,  Dori  J( 
Yang  in  Seattle,  and  bureau  repi 
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From  how  to  stern,  port  lo  starboard,  Cleiicaoles 
covers  Soo  acres  of  the  most  beautiful  countrysiife 
in  Scotlaiui.  A  holiday  here  has  all  the  warmth  and 
friendliness  of  a  cruise  liner 
and  much  more  besides. 

Our  all-inclusive 
prices  give  you  full  board 
at  one  of  the  world's  most 


unlimited  rounds  of  golf  on  Scotland's  finest  courses, 
with  expert  tuition  thrown  inr 

At  just  £ ^go  per  person  per  night,  (including 
government  tax)  from  May 
%:  .      to   October  this  year, 


and  iigo  per  night 
from  November  'g'j  to 
April  '96,  the  high  seas 
elegant  hotels  as  well  as  unlimited  use  of  all  our       can't  compete  with  the  Highlands, 
sports  and  leisure  facilities.  Call  toll  free  for  further  details  (1-800)  12^ 

How  many  liners  offer  you  riding  lessons,      68cjo,  or  (l -800)  6z8  Sgig  or  call  youi 
falconry,  trout  fishing  and  off-road  driving?  Or       local  travel  agent. 
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low  Frito-Liiy  Hanilleii 

ii 


*oritos®  and  Tostitos  brand 
brtUla  Chips,  Lays'"  and 
ujfles^  brand  Potato  Chips^ 
ml  Rold  Gold  brand  Pretzels 


i  hard  to  iniafiine  any  (  (unpaiiy  tliat  imdt-rslaiids  consiiiner  tastes 
Iter  tliaii  Frito-Lay.  a  leader  in  tlie  LLS.  salty  snack  categoiy  with 
nual  revenues  of  more  than  $5  billion.  \et  Frito-Lay  is  determined 
get  even  closer  to  its  400,000  retail  l  ustomers. 

In  fact,  a  decentralization  effort  begun  in  1990  has.  in  the  last  five 
ars,  brought  a  renewed  sense  of  ownershij)  and  em]jowerment  to  the 
1,000  Frito-Lay  employees.  As  part  of  this  ownership,  Frito-Lays 
formation/Technology  Systems  (Ie])ai1menl  (1/TS)  has  created  a  tactical, 
uket-driven  decision  support  system  —  the  Zone  Workliench  System  — 
signed  to  get  timely  information  in  the  hands  of  front-line  managers. 

Its  an  application  built  from  the  customer  uj),  and  the  SAS®  System 
software  has  been  there  eveiy  ste|)  of  the  way. 


"The  Zone  Manager  is  the  first  line  of  com- 
munication with  our  Route  Sales  f(jrce,"  says 
Tom  Nealon,  Directtjr  of  I/TS  for  P'rito-Lay, 
whose  department  spearheaded  development 
of  the  decision  support  system.  "We  knew  from 
the  start  that  the  Zone  Workbench  had  to  pro\  ide 
infoniiation  that  was  'actionable'.  It  also  had  to 
be  portal)le  across  client/seiTer,  workstation,  or 
laptop  environments.  Equally  im|)ortant  was  the 
ability  to  integrate  multiple  data  sources." 

Delivering  More  than 
Softivare  Alone 

"Given  the  tiglit  schedule,  the  softwaie  com- 
pany we  chose  had  to  pn)vide  suj)erior  ap|)lications 
develo|)ment  tools — as  well  as  comprehensive 
training,  consulting  sei^vices,  and  documenta- 
tion," atkis  Nealon.  "SAS  Institute  came  through 
on  eveiy  count,  proving  time  and  again  the  value 
of  having  a  software  vendor  that's  as  interested 
as  we  are  in  com[)leting  |>rojects  on  time  anil 
on  target." 

Nealon  calls  the  Zone  Workbench  "a 
tremendously  versatile  business  tool  proving 
user-friendliness,  power,  and  portability  between 
platforms  can  all  ()j)erate  in  one  |)ackage.  The 
old-style  LIS  systems  are  antiques.  Fhe  gatne 
today  is  to  provide  infoniiation  that  can  im])act 
the  marketplace  each  day,  for  each  of  our  cus- 
tomers. For  Frito-Lay,  SAS  Institute  is  making 
sure  we  have  the  tools  to  make  an  impact." 

To  reeeive  a  SAS  System  Exeeiitiv»*  Siuiuiiary, 
jjive  us  a  call  or  send  us  e-mail  at 
l»w@sas.sas.eom 


SAS  Institute  Inc. 
I'lione  919-677-8200 
Fax  919-677-4444 
(5)        www:  htt]);//www.sas.<  <)ni/ 


SAS  is  a  legisterrd  Irailcniark  iil  SAS  lii>lilute  In 
Copyriglit  €>  1995  Ijy  SAS  Inslilute  liic 


Tlaere  is  SLIlIlO 


Ik^/^?^;?  L/oii  iiccJ  a  tnicl:  that  works,  there  s  no  hetter  choice  than  a  Chevrolet.  07% 
all  Chen/  Trucks  soU  in  the  last  10  years  are  still  on  tl  le  roaJ,  which  means  that  overL^ 
IS  million  people  trust  our  trucks  to  help  them  get  the  joh  Jone.  No  other  truck  in  ;/)(}.f 
class  has  more  engine  choices  than  the  Chevy  C/K  —  from  the  largest  VO  avai 
to  the  massive  0.5L  I urho- Diesel  VS.  Inside  the  cah,  you  II  discover  an  interior  that, 
keen  redesigned  to  he  more  comfortahle  and  convenient  for  driver  and  passengers  alike 


'ere,-,  |. 


Midyear  Investment  Outlook 


WHERE 
TO  INVEST 

Despite  the  current  slowdown,  there  are  plenty  of  enticing  options  od 


Only  six  months  ago,  the  pros  wei'e  lowballing 
their  forecasts  for  1995.  After  the  shellacking 
they  took  last  year,  most  would  have  been 
happy  to  score  single-digit  gains  in  stocks 
and  bonds — and  they  planned  their  strategy  accord- 
ingly. But  markets  have  a  way  of  turning  pros  into  pik- 
ers. Indeed,  perhaps  because  expectations  were  mini- 
mal, the  mai'kets  raced  ahead  at  maximum  speed.  "Was 
anybody  forecasting  4500  on  the  Dow,  6.8%  on  the 
long  bond,  80  yen  to  the  dollar?"  asked  Nicholas  Knight, 
chief  strategist  at  Nomura  Research  Institute  Ltd., 
during  a  speech  given  to  a  recent  gathering  of  invest- 
ment managers  in  Zurich.  The  response:  a  few  em- 
barrassed giggles. 

There  are  probably  a  lot  of  individual  investors  who 
followed  the  pros,  played  their  cards  too  cautiously, 
and  missed  a  good  chunk  of  the  markets'  progress. 
But  don't  despair.  It's  unrealistic  to  think  the  stock 


market  will  rack  up  a  further"  16.9%  increase  in  the 
ond  half  or  that  long-tem  U.S.  Treasuries  will  rally 
other  18%.  Nonetheless,  the  gains  are  far  from  ov 

BUSINESS  week's  Midyear  Investment  Outlook  fjtn 
that  the  fundamentals  for  investing  are  still  compel! 
Tixie,  the  U.  S.  economy  is  slowing — so  much  so  that 
cession  talk  is  rampant  on  Wall  Street  and  Main  Sti 
Yet  it's  also  tine  that  inflation  is  low  and  interest  r 
are  down,  even  after  the  dollar  took  a  severe  drubl 
in  the  currency  market.  Our  economists  conclude 
the  slowdown  will  be  short-lived  and  that  gi'owth 
pick  up  again  in  the  fourth  quarter  (page  76). 

Another  bullish  factor,  believe  it  or  not.  rnaMp 
Washington.  The  pols  are  taking  investor- friendly  sipj, 
that  could  have  fai -reacliing  impKcations.  Both  house 
Congress  have  passed  resolutions  to  balance  the  fesj,!^ 
al  budget  over  the  next  seven  years.  Of  course,  res 
tions  are  easy  to  make.  Exactly  how  legislators  ifj,,, 
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a  balanced  budget  is  not  yet  certain:  The  senators 
epresentatives  have  to  iron  out  the  differences  be- 

i\  their  resolutions,  a  process  that  should  be  fin- 

1  by  the  end  of  the  month, 
that  time,  we'll  also  get  a  look  at  what  the  tax 
night  look  like.  What  emerges  will  be  much  less 

I  "ous  than  the  House's  $350  billion  bag  of  goodies, 
whatever  comes  up  should  be  much  to  investors' 

:  •.  A  reduction  in  capital-gains  tax  is  considered  a 
thing,  and  the  restric- 
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to  a  mutual  fimd,  find  out  which  funds  have  been  doing 
the  best  stockpicking  of  late  (page  106).  Funds  that 
went  heavy  on  high  tech  did  well,  which  is  not  suipris- 
mg.  Many  of  the  best-peifonning  stocks  of  the  year  ai"e 
tech  issues  (page  114). 

Bond  investors  have  a  lot  to  cheer  about  this  year, 
and  the  chances  are  good  for*  an  even  further  drop  in 
long-term  rates  (page  100).  Those  who  buy  municipal 
bonds  have  had  a  tougher  time.  Then-  gains  fi'om  falling 

rates  have  been  tempered  by 
talk  of  tax  reform  that  could 
wipe  out  munis'  tax-favored 
status  (page  105). 

In  scouting  for  invest- 
ments, be  sure  to  cast  a  wide 


:ocks  (page  78).  Reces-     ^hough  the  market  ma^^   Pcige  TS  y^^^^  ^j.^ig^  g^o^j, 


tears  may  precipitate  a 


kets  have  lagged  behind  the 


SMALL-CAP  STOCKS  Out  of  the  tunnel?  The 

ction,  but  a  pullback  is     !low_^J^_^_I"^y  bi:^?^!^!:^*^^   :^"?fi!  U.  S.  this  year,  but  they're 

what  many  investors     THE  PROS  Four  professionals  took  the  $100,000  now  gaining  strength  that 

been  waiting  for— an     stockpicking  challenge.  Two  of  them  passed.  Page  86  should  cairy  tlii-ough  the  sec- 

GLOBAL  STOCK  MAR^^^^^ 

set  to  iTin — all  over  the  woi'ld.  Page  H 

BONDS  This  rally  stUl  has  a  full  head  of  steam: 
Bond  yields  ai'e  likely  to  keep  sinking.        Page  100 

MUNICIPAL  BONDS  Will  tax  refoi-m  kill  then- 
allui-e?  Maybe,  but  they're  still  tasty  now.    Page  105 

MUTUAL  FUNDS  The  market  soai-ed,  but  few 
funds  did — leaving  investor  grumpy.  Page  106 

GOLD  Pi-ecious  Kttle  about  this  metal  is  gtitteiing, 
with  the  price  stiU  stuck  in  neutral.  Page  112 

THE  BEST  Standout  peifonnances  in  categories 
from  stock  gi'oups  to  fimd  managere.  Page  lU 

INSlDlE'wXLLWREET^There^^^^ 
aplenty — in  PCs,  banks,  lodging,  and  more.   Page  116 


tunity  to  get  in  at  lower 
5.  Investors  don't  even 
to  wait  to  buy  small- 
any  stocks  (page  82). 
of  the  market's  action 
ear  has  been  in  the  big- 
issues,  and  many  high- 
y  smaller  companies  are 
g  at  attractive  prices, 
you're  a  do-it-yourself 
picker,  be  sure  to  check 
itest  hot-takeover  bets 
side  Wall  Street  (page 
If  you'i'e  one  of  the  mil- 
w  lio  prefer  to  leave  that 


ond  half  of  the  year  (page 
94).  Even  the  beaten-up  Jap- 
anese stock  market  offers 
some  interesting  plays. 

It  may  be  hard  for  some 
investors  to  buy  when  prices 
seem  high  already.  But  piices 
for  investments  are  relative, 
and  looking  at  the  remainder 
of  the  year,  they're  relatively 
attractive. 

By  Jeffrey  M.  Laderman 
in  New  York,  with  Howard 
Gleckman  in  Washington  and 
Bill  Javetski  in  Paris 
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U.S.  ECONOMIC  OUTLOOK 


The  Sharp  Slowdown 
Should  Stop  Short  of  Recession 

BUSINESS  WEEK  foresees  growth  of  2.5%  in  the  next  12  months 


If  you  want  to  make  an  omelette, 
you  have  to  break  some  eggs.  The 
Federal  Reserve  appears  to  have 
taken  that  truism  to  heart  as  it 
attempts  to  engineer  a  soft  landing  for 
the  U.S.  economy. 

Midway  through  1995,  the  Fed's  goal 
of  slowing  growth  to  a  noninflationary 
pace  looks  like  a  fait  accompli,  but 
cracked  shells  are  eveiywhere:  Payrolls 
are  dropping.  Consumers  are  a  bit  more 
cautious.  And  factories  are  cutting  out- 
put in  the  face  of  excessive  inventories. 
A  few  indicators  even  smack  of  reces- 


sion, raising  a  crucial  question:  Is  the 
Fed  serving  up  a  dehcacy  for  the  mar- 
kets or  a  dish  that'll  turn  your  stomach? 

BUSINESS  WEEK  thinks  the  economic 
outlook  will  favor  both  stocks  and  bonds. 
On  balance,  we  expect  the  economy  to 
grow  2.5%  in  the  coming  year,  a  shade 
above  the  2.3%  average  of  the  20  fore- 
casters we  surveyed  in  late  May  and 
early  June  (table). 

We  look  for  the  slowdown  to  be 
sharp  but  temporaiy,  concen- 
trated in  the  second  and 
third  quarters.  Many  busi- 


nesses are  holding  excessive  inve 
ries,  as  the  impact  of  the  Fed's 
rate  hikes  hits  demand.  Those  e. 
stockpiles  must  be  worked  down  at 
expense  of  oi'ders,  output,  and  jobs 

A  slower  economy,  howev 
er,  is  sowing  the  seeds 
of  its  own  revi- 

n 
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val.  Falling  long-term  inte 
rates  will  buoy  housing  and  or  ([j^ 
refinancing  opportunities  that 
free  up  household  cash.  Also,  c 
tal  spending,  while  less  robust  Jd, 
year  than  last,  will  remain  s 
Exports  will  rebound — with  fjj, 
Mexican  crisis  now  abating— 
imports  will  slow.  All  this  will  jj, 
vide  key  supports  for  growth,  jjj 
STOCKED  UP.  "Slower  growth  isfc,, 
likely  to  deteriorate  into  anytfi 
like  a  recession  and  should  pi 
temporaiy,"  says  John  D.  Walte' 
Dow  Coming  Corp.  That  sentini 
is  widely  shared  by  economists,  ir 
ly  because  inventories  ai-e  about 
only  imbalance  in  an  othenSj.  |,, 
healthy  economy.  Over  the 


year,  businesses  built  up  t^^, 
stockpiles  at  the  fastest  paci 
a  decade.  When  demand  fell  o 
the  first  quarter,  inventories  becj^fj, 
top-heavy.  But  inventory  correct  l^. 
during  an  expansion  are  not  un' 
al.  The  last  one  occurred  al 
three  years  into  the  long  1981 
upturn.  Economic  growth  actu|Jj. 
turned  negative  for  one-quarter.  |j. 
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he  1995  inventory  realignment 
lid  not  take  long.  New  control  sys- 
5  let  businesses  react  faster  to  over- 
king.  Moreover,  the  imbalance  be- 
in  inventories  and  sales  is  heavily 
entrated  in  the  auto  industry.  De- 
,'s  already  announced  cutbacks 
Jd  have  that  problem  in  check  by 
;nd  of  summer  Also,  a  lot  of  the  ex- 
retail  inventories  are  imports, 
h  will  shift  the  blow  of  fewer  retail 
rs  to  foreign  manufacturers. 
)  what  will  the  economy  look  Uke 
■  inventories  are  in  better  shape? 
best  bet  for  the  fourth  quarter  and 
nd  is  a  pickup  in  growth — not  to 
ed  the  "speed  limit"  of  about  2.5% 
al  gross  domestic  product  that  the 
believes  will  keep  inflation  reined 
Vith  current  growth  apparently 
ping  well  below  that  pace,  the 
ees  are  rising  that  the  Fed's  next 
i  will  be  to  ease. 

ime  mild  acceleration  in  inflation, 
ably  to  about  3.5%  by  the  end  of 
up  from  2.7%  in  1994,  seems  Uke- 
ut  the  Fed  has  suggested  it  will 
ate  a  small  pickup  as  long  as  the 
)my  is  slowing  down.  Moreover,  ef- 
on  Capitol  HiU  to  balance  the  bud- 
ire  Hkely  to  exert  some  drag  on 
conomy  beginning  as  early  as  fiscal 
1996,  which  begins  in  October 
ST  EXPORTS.  Keeping  the  economy 
|ing  along  will  be  capital  spending 
exports.  Businesses  will  continue 
vest  in  high-tech  equipment  in  or- 
10  lift  productivity — for  reasons 
,  from  the  ups  and  dowms  of  the 
less  cycle.  Global  competition  is 
ig  efficiency.  "The  recent  pickup  in 
ictivity  is  permanent  and  not  just  a 
ess-cycle  phenomenon,"  says  Mi- 
Keran  of  Prudential  Insurance  Co. 
id  because  of  increased  efficiency, 
ially  in  manufacturing,  American 
anies  are  in  a  much  better  posi- 
I  0  weather  a  slowdown.  To  be  sure, 
I  .s  are  set  to  slow  in  the  coming 
from  their  stellar  performance  in 
ast  year.  But  with  unit  labor  costs 
tionally  low,  profitability  will  suffer 
han  in  past  cycles, 
is  sharper  competitive  edge  will 
nake  the  coming  year  another  good 
or  exporters.  The  Mexican  crisis 
U.  S.  shipments  a  blow  in  the  first 
er,  but  export  growth  will  rebound 
!  second  half  of  1995.  This  depends 
e  expectation  that  continental  Eu- 
;  recovery  will  maintain  its  recent 
of  2.5%  to  3%  and  that  East  Asia 
.atin  America  wiU  continue  to  gi-ow 
^ly.  One  worry  is  a  new  round  of 
sion  in  Japan,  which  could  temper 
;h  along  the  Pacific  Rim. 
oigger  boost  to  the  U.  S.  economy, 
:!h,  vrill  come  from  the  sharp  slow- 
in  imports,  as  domestic  demand 


wanes.  In  consequence,  the  trade  deficit 
is  set  to  improve — a  plus  for  overall 
growth. 

But  even  with  these  solid  supports 
from  Corporate  America  and  the  glo- 
bal economy,  consumers  will  still  play 
the  crucial  role  in  how  the  economy 
bears  up.  Fed  tightening  has  already 
hit  household  spending  hard.  Over  the 
past  year,  outlays  for  consumer  dur- 
ables and  housing  are  up  only  3.2%, 
down  sharply  from  the  10.1%  pace  of  a 
year  earlier. 

Even  so,  economists  are  cautiously 
upbeat.  Despite  recent  weakness,  "we 


bond  rally  has  also  touched  off  a  new 
burst  of  refi  madness:  Home-mortgage 
refinancings  in  late  May  were  triple 
their  early-March  volume,  putting  ex- 
tra cash  into  people's  pockets. 
FEELING  SCRAMBLED.  Consumers,  how- 
ever, will  not  spend  with  the  same  gus- 
to as  in  1994.  Job  jitters  will  cool  the 
jets  of  some  shoppers.  And  households 
took  on  a  record  $130  bilhon  in  new  in- 
stallment debt  in  the  past  year.  Add  in 
higher  monthly  payments  on  adjustable- 
rate  mortgages  caused  by  past  rate 
hikes,  and  some  households  wall  feel 
mighty  scrambled  by  1996. 


WHAT  ECO^OMlSTS  ARE  FORECASTING 


PERCENT  CHANGE  IN  REAL  GROSS  DOMESTIC  PRODUCT 


1935 


1998 


II 

III 

IV 

II 

HQ  '96 

MICHAEL  KERAN  Prudential  Insurance 

2.5 

3 

5 

3.5 

2 

5 

2.5 

3.0 

DANIEL  E.  LAUFENBERG  American  Express  Fin. 

2.2 

2 

7 

3.4 

2 

8 

2.2 

2.8 

MICHAEL  R.  EN6LUND  MMS  International 

1.5 

3 

0 

3.0 

2 

5 

2.5 

2.8 

SAMUEL  D.  KAHAN  Fuji  Securities 

2.0 

2 

5 

3.0 

2 

0 

2.8 

2.6 

JOHN  R.  WILLIAMS  Bankers  Trust 

1.3 

2 

5 

2.5 

2 

5 

2.5 

2.5 

CAROL  A.  LEISENRING  CoreStates  Financial 

1.6 

2 

2 

3.1 

2 

8 

2.2 

2.5 

JAMES  C.  COOPER  &  KATHLEEN  MADI6AN  BW 

1.4 

2 

1 

2.4 

2 

7 

2.7 

2.5 

JAMES  R.  SOLLOWAY  Argus  Research 

1.5 

2 

4 

3.5 

2 

1 

2.0 

2.5 

IRWIN  L.  KELLNER  Chemical  Bank 

1.5 

2 

3 

2.8 

2 

5 

2.3 

.2.5 

L.  DOUGLAS  LEE  NatWest  Washington  Analysis 

1.9 

1 

2 

1.5 

3 

9 

2.8 

2.4 

KURT  KARL  WEFA  Group 

2.1 

2 

4 

2.0 

2 

2 

2.5 

2.3 

UURENCE  H.  MEYER  Laurence  H.  Meyer  &  Assoc. 

0.5 

1 

7 

2.5 

2 

6 

2.3 

2.3 

MICHELLE  COLLEY  LAUGHLIN  Sanwa  Securities 

1.2 

1 

5 

3.0 

3 

5 

1.5 

2.2 

NICHOLAS  S.  PERNA  Shawmut  National 

2.1 

1 

8 

1.9 

2 

3 

2.7 

2.2 

DAVID  H.  RESLER  Nomura  Securities  Intl. 

0.8 

1 

8 

2.2 

2 

4 

2.5 

2.2 

MAUREEN  ALLYN  Scudder,  Stevens  &  Clark 

2.0 

2 

6 

2.3 

2 

5 

1.2 

2.2 

LLOYD  I  O'CARROLL  Reynolds  Metals 

1.4 

0 

6 

2.4 

2 

7 

2.9 

2.1 

JOHN  D.WALTER  Dow  Corning 

1.4 

2 

1 

1.5 

1 

8 

2.5 

2.0 

ROGER  BRINNER  DRI/McGraw-Hill 

1.1 

0 

9 

1.7 

2 

5 

2.8 

2.0 

C.  HEATHER  DILLENBECK  U.S.  Trust 

1.0 

1 

5 

2.5 

2 

0 

1.0 

1.8 

AVERAGE 

1.6 

1 

9 

2.4 

2 

5 

2.2 

2.3 
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still  beUeve  consumers  will  make  one 
more  run  at  the  malls,"  says  Maureen  F. 
Allyn  at  Scudder,  Stevens  &  Clark  Inc. 
May's  job  drop  was  not  the  stait  of  a 
recession-hke  wave  of  payroll  cuts.  The 
layoffs  were  linked  to  the  inventory  cor- 
rection. Once  that  imbalance  has  passed, 
job  and  income  growth  will  be  sufficient 
to  support  a  moderate  pace  of  buying. 

A  healthy  consumer  balance  sheet  is 
another  force  that  should  prevent  re- 
cession. The  residential  real  estate  mar- 
ket across  most  of  the  country  will  stay 
solid,  supporting  house  prices.  And  the 
ralUes  in  both  the  stock  and  bond  mar- 
kets are  boosting  consumer  wealth.  The 


Of  course,  any  time  the  economy 
slows  markedly,  it  becomes  vulnerable 
to  shocks.  This  time  is  no  different. 
Anything  that  knocks  the  pins  out  from 
under  consumer  confidence — from  a  sud- 
den escalation  in  U.  S.  involvement  in 
Bosnia  to  an  additional  plunge  in  the 
dollar — could  be  enough  to  turn  the 
Fed's  would-be  omelette  into  dog  food. 
That  happened  after  the  Iraqi  invasion 
of  Kuwait  in  1990.  But  barring  the  un- 
knowable, BUSINESS  WEEK  is  betting 
that  the  Fed  will  prove  to  be  a  pretty 
good  chef. 

By  James  C.  Cooper  and  Kathleen 
Madigan  in  New  York 
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WHERE 
TO  INVEST 


STOCKS 


The  Amazing  Ride 
Isn't  Over  Yet 

The  stock  market  may  take  a  breather,  but  the  fundamentals  are  still  strong 


Dazzling  the  bulls  and  confound- 
ing the  bears,  the  U.  S.  stock 
market  has  steadily  climbed 
to  heights  that  only  six 
months  ago  seemed  unreachable.  The 
Dow  Jones  industrial  average,  at  4485, 
has  zoomed  neai'ly  17%  so  far  this  year, 
with  the  broader  Standard  &  Poor's 
500-stock  index  keeping  pace.  It's  no 
mystery  why:  The  Federal  Reserve's 
yearlong  campaign  to  slow  economic 
growth  without  causing  a  recession — 
the  "soft  landing" — seemed  to  be  falling 
into  place.  Long-term  interest  rates 
tumbled,  while  coiiDorate  profits  contin- 
ued to  exceed  expectations. 

But  in  recent  weeks,  as  evidence  of 
the  slowing  economy — sluggish  auto  and 
new-home  sales,  declines  in  in- 
dustrial production,  and  a  fai- 
worse-than-expeeted  employ- 
ment report — continued  to 
mount,  investors  have  begun 
to  wonder  whether  the  econ- 
omy might  have  a  hard  land- 
ing. "In  the  coming  weeks, 
we're  going  to  be  hearing  a 
lot  of  talk  about  a  recession 
and  a  bear  market,"  warns 
Byi-on  R.  Wien,  U.  S.  equity 
strategist  at  Morgan  Stanley 
&  Co.  Wien  doesn't  think  ei- 
ther will  come  to  pass,  but 
the  anticipation  of  both,  he 
believes,  will  be  enough  to 
roil  the  stock  market  and 
shave  several  hundred  points 
off  the  Dow. 

LOST  GROUND.  Indeed,  a  cor- 
rection is  overdue.  The  Dow 
hit  a  low  of  8675  on  the  day 
before  Thanksgiving,  gained 
160  points  by  New  Year's — 
and  has  shot  up  more  than 
an  additional  650  points  since 
then.  All  of  it  came  without 
so  much  as  a  8%  puliback. 
And  the  market  hasn't  had  a 
10%  correction  since  1990, 
though  the  first  quarter  of 
1994  came  close. 

Odds  are  that  any  correc- 
tion will  be  short-lived:  The 
vast  majority  of  mutual-fund 


and  pension-fund  managers  have  under- 
performed  the  market  so  far  this  year, 
and  they  may  well  view  a  correction  as 
another  chance  to  make  up  lost  ground. 
And  individual  investors,  who  increas- 
ingly buy  their  stocks  thi-ough  equity 
mutual  funds,  seem  to  be  fairly  stead- 
fast. "The  market's  resiliency  over  the 
years  has  given  investors — especially 
the  baby  boomers — the  confidence  to 
hold  on,"  says  Arnold  Kaufman,  editor 
of  Standard  &  Poor's  Outlook,  an  in- 
vestment newsletter. 

Some  pros  think  a  modest  puliback 
will  serve  as  a  much  needed  reality 
check.  "I  wony  that  investors  have  be- 
come complacent  about  eamings,"  says 
Wien.  The  dramatic  drop  in  interest 


rates — nearly  two  percentage  p( 
since  their  peak  late  last  year — is  t) 
nancial  markets'  confirmation  of 
slowdown  in  the  economy.  Yet  data 
vices  that  collect  analysts'  forecasti  J'* 
port  that  the  ratio  of  upward  to  d( 
ward  revisions  for  this  year  is 
nearly  2  to  1,  and  forecasts  for 
are  going  up  as  well.  "There  may 
lot  of  talk  about  a  slowdown,  but 
certainly  don't  see  it  in  the  earn 
estimates,"  says  Benjamin  L.  Zacl 
Zacks  Investment  Research.  Estin; 
are  rising  at  a  wide  array  of  coi 
nies,  while  markdowns  are  concentr 
in  cychcal  industries  such  as  a\ 
homebuilding,  and  retaihng. 

All  told,  eamings  forecasters  are 
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iting  to  a  robust 
-)  and  1996.  Wall 
et  investment  strat- 
ts,  who  rely  on 
roeconomic  models 
ome  up  with  profit 
stock  market  fore- 

on  average  expect 
earnings  of  compa- 
in  the  s&P  500  to 
J  in  at  $35.47  a 
2,  according  to  First 
Corp.  (chart).  That 
jsents  a  hefty  15.7% 

over  1994.  The 
ast  from  equity  an- 
,s  who  follow  com- 
es in  the  .s&P  is  a 
e  under  $38,  repre- 
ng  nearly  a  24%  increase  over  last 

T  SHAPE."  Of  course,  there  are 
reasons  for  the  upbeat  forecasts, 
^ially  from  analysts  who  know  the 
lanies  best.  After  years  of  massive 
fs  and  restructuring,  U.  S.  indus- 
!as  reduced  its  overhead,  enhanced 
activity,  and  learned  how  to  com- 
in  the  global  market.  "I'm  extreme- 
illish  on  America  Inc.,"  says  Tony 
lel,  a  portfolio  manager  on  the  $11.4 
n  Putnam  Fund  for  Growth  &  In- 
.  "We're  in  the  best  shape  sti-uctur- 


ONWARD  AND  UPWARD 
WITH  THE  DOW 


  DOW  JONES  

INDUSTRIAL  AVERAGE 
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ally  we've  been  in 
for  20  years."  In  ad- 
dition, the  weaker 
dollar  gives  U.  S. 
companies  an  edge 
in  foreign  markets. 

Still,  the  newly 
revitalized  America 
Inc.  has  yet  to  dem- 
onstrate that  it  can 
march  through  an 
economic  slowdown 
without  missing  a 
beat  on  earnings. 
The  first  test  of  this 
may  come  in  July, 
when  companies  be- 
gin to  report  sec- 
ond-quarter results. 
A  few  disappointments  from  high-profile 
companies  could  send  many  investors 
heading  for  the  exits. 

But  if  investors  are  overestimating 
the  power  of  earnings,  they're  probably 
underestimating  the  impact  of  lower 
interest  rates  on  stock  market  values. 
Stanley  Levine,  quantitative  research 
director  at  First  Call,  uses  the  yield  on 
a  10-year  U.  S.  Treasury  bond,  now  at 
6%,  to  calculate  a  "fair  value"  price- 
earnings  ratio  for  the  market  of  16.7. 
(He  simply  divides  1  by  the  yield.)  Then 
he  figures  the  p-e  based  on  the  12- 
month  earnings  outlook  by  dividing  the 
level  of  the  s&P  (now  536)  by  the  next 
foui'  quailers'  earnings  forecast  ($37.79). 
That  yields  14.2,  which  indicates  the 
s&P  is  undervalued.  What's  a  fair  value 
for  the  s&P?  Multiply  the  earnings  by 
fail'  value  p-e  of  16.7.  That  puts  the  fail* 
value  of  the  index  at  631,  nearly  100 
points  higher  than  it  is  now.  That's 
roughly  5000  on  the  Dow. 

Think  the  slowing  economy  will  force 
earnings  down  a  few  notches?  So  does 
Morgan's  Wien,  who  expects  1995  s&P 
earnings  per-share  of  $34.  But  even  so, 
Morgan  Stanley's  valuation  model, 
which  uses  a  30-year  U.  S.  Treasury- 
bond  yield,  still  comes  up  with  616  as 
the  fair-value  target.  "That's  why  in- 
vestors should  ride 


out  any  correction," 
says  Wien.  "Stocks 
are  undervalued." 

That's  also  why  in- 
vestors who  have 
missed  this  rally 
should  start  making  a 
shopping  list — and 
then  buy  on  the  pull- 
backs.  Here  are  some 
suggestions  for  where 
to  look: 

Technology.  Inves- 
tors may  be  reluctant 
to  buy  tech  stocks, 
since  the  group  is  al- 
ready up  40%  and 


EARNINGS  ARE 
STILL  ON  THE  RISE 
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tends  toward  sell-off  in  the  summer  But 
business  prospects  are  excellent,  and  an- 
alysts say  leaders  such  as  IBM,  Intel, 
Micron,  Microsoft,  and  Texas  Instru- 
ments would  be  attractive  on  pullbacks. 
What's  more,  IBM's  surprise  bid  for  Lo- 
tus Development  Corp.  could  trigger 
more  takeover  activity  and  higher  prices. 

For  more  cautious  sorts,  Laszlo  Birin- 
yi  of  Birinyi  Associates  suggests  Baby 
BeUs:  Ameritech,  BellSouth,  Nynex,  and 
Southwestern  Bell.  Although  primainly 
utilities,  they're  rapidly  expanding  into 
new  information  and  communications 
technologies.  Says  Birinyi:  "You  get  nice, 
healthy  dividends  and  a  secondary  tech- 
nology play." 

Financval.  Falling  rates  ai'e  a  boon  to 
all  sorts  of  financial  stocks,  and  as  ex- 
pected, they  have  been  great  perform- 
ers. But  there's  still  money  to  be  made. 
Putnam's  Kreisel  es- 
pecially hkes  banks: 
The  fundamentals 
are  sound,  deregu- 
lation and  interstate 
banking  offer  new 
opportunities,  and 
the  banks  are  hik- 
ing dividends  and 
buying  back  shares. 
Among  his  favorites 
are  BankAmerica, 
Citicorp,  Fleet  Fi- 
nancial, J.  P.  Morgan, 
and  Wells  Fargo. 

Retailing.  With 
the  economy  slowing,  you  wouldn't  ex- 
pect to  see  retailers  on  anyone's  buy 
list.  But  several  investment  pros  think 
they're  good  bets.  Strategist  David  G. 
Shulman  of  Salomon  Brothers  Inc.  is 
wary  of  the  stock  market  in  general 
but  thinks  department-store  operators 
such  as  Dillards,  Federated,  and  May 
are  smart  buys.  "Expectations  are  so 
low  that  [even]  a  little  improvement 
will  move  the  stocks,"  he  says.  Where 
might  that  come  from?  Foreign  tour- 
ists, lured  to  the  U.  S.  by  the  cheap  dol- 
lar, wiW  head  for  the  stores. 

Small-cap  stocks. 
Large-capitalization 
stocks  such  as  Walt 
Disney,  Merck,  and 
Philip  Morris  led  the 
way  this  year.  Small- 
company  stocks  have 
fared  only  about  half 
as  well.  Well-managed 
small  companies  with 
good  niches  thrive  in 
almost  any  economic 
environment.  Which 
ones?  See  the  story 
on  small-cap  stocks 
(page  82). 

By  Jeffrey  M.  La- 
dennan  in  New  York 


ACTION 


BARGAIN  TIME 

Get  ready  to  buy 
high-tech, 
banking,  and 
maybe  even 
retailing  issues 
on  any  weakness 
in  the  market 


How  getting,  moving  and  using 
customer  information  can  help  you  service 
your  customers  better  And  meet  tiie  approval 
of  ttie  people  wtro  meet  your  approval. 

Imagine  a  customer  is  looking  for  a  mortgage. 

Betore  she  even  tiiinks  about  shopping  around  at  other 
banks,  you're  able  to  pre-approve  her  mortgage  right  over  the 
phone.  Aiid  make  the  whole  process  virtually  painless. 

You  can  operate  pro-actively- rather  than  reactively- 
because  your  inlbmiation  system  has  created  such  a 
comprehensive  profile  of  each  customer  tliat  you  can  meet 
their  needs  almost  before  they  have  them. 

Smart  companies  are  finding  out  that  the  right  IT 
investment  can  minimize  their  risk.  Maximize  tlieir  revenues. 
And  help  them  treat  every  customer  like  an  individual.  So  tliey 
grow  their  businesses  by  growing  customer  loyalty 

And  they're  doing  it  witli  us. 

We  can  do  all  this  because  we're  the  company  that  unites 
Computing  and  Communications.  So  we  can  GET  aistomer 
information  right  at  the  point  of  transaction,  MOVE  it 
simultaneously  throLigliout  the  enterprise,  and  help  you  USE  it 
to  make  decisions  tliat  serve  your  customers  better 

Not  to  mention  faster 

Eind  out  what  a  Customer  Focused  Solution  "  can  do  for 
youi  company  Call  1  800  447-1124,  ext.  1099.  We'll  tell  you  more. 


GET 

move 


Bri)i}>i){!^  cuDipiitiiig  ciiui  commiuiiccitions  l(ii>ether 
lo  help  yuii  get,  mure,  and  use  customer  iiiformation. 


ATSiT 

Global  Information 
Solutions 


WHERE 
TO  INVEST 


SMALL-CAP  STOCKS 


Small  Caps: 
Out  of  the  Tunnel? 

As  the  economy  slows,  this  sector's  prospects  brighten 

Two  years  ago,  small-capitaliza- 
tion stocks  were  the  darlings 
of  investors.  Last  year,  they 
stalled,  and  now  they're  trail- 
ing the  pack.  The  gi'oup  has  suffered  in 
1995,  as  skittish  buyers  moved  to  the 
comfort  of  familiar  blue-chip  names  and 
as  the  weak  dollar  aided  larger  com- 
panies with  foreign  revenues.  Accord- 
ingly, such  measures  as  the  Russell 
2000  Small  Stock  Index  have  badly 
underpeiformed  the  Standard  &  Poor-'s 
500-stock  index. 

Just  weeks  ago,  prospects  for  an  im- 
minent turnaround  appeared  unlikely, 
analysts  said.  But  now,  the  slowing  y 
economy  gives  small-cap  investors 
cause  for  optimism.  Claudia  Mott  of 
Pmdential  Securities  notes  that  small 
caps,  which  began  underperforming 
large  companies  in  Febraaiy,  1994,  are 
likely  to  outpace  them  once  the  economy 
stalls.  The  reason:  Although  small  com- 
panies are  typically  hurt  early  in  a 
downturn,  their  earnings  bounce  back 
faster,  since  they  can  respond  more 
quickly  to  the  business  cycle  than  their 
big  brothers. 

"DAMN  NERVOUS."  FaUing  interest  rates 
should  also  help  small  companies,  which 
tend  to  do  relatively  more  short-tenn 
boiTowing  than  lai'ge  ones.  And  the  pos- 
sibility of  a  cut  in  capital-gains  tax  could 
entice  investoi-s  towai'd  small  companies, 
because  they  generally  pay  little  or  no 
dividends.  So  fai;  however,  these  glim- 
mers of  hope  haven't  been  enough  to  set 
the  sector  aftre.  "Pretty  universally,  peo- 
ple are  damn  nervous  about  investing 
in  small-company  stocks,"  says  Michael  P. 
DiCarlo,  a  portfolio 
manager  at  John  Han- 
cock Funds  in  Boston. 
But  for  value  investors 
such  as  DiCarlo,  this 
bad  news  is  actually 
good    news.  Noting 
that  on  a  price-to-book- 
value  basis,  small-cap 
stocks    are  cheaper 
than    they've  been 
since    1990,  bargain 
huntei-s  are  finding  lots 
to  buy. 


SMALL  CAPS  TRAIL 
THE  MARKET 
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Technology  is  the  small-cap  sector  Di- 
Carlo likes  best.  Dismissing  fears  that 
the  Russell  small-cap  technology  gi'oup, 
up  13.8%  in  the  first  five  months  of 
1995,  may  be  overblown,  he  says  the 
boom  could  last  till  the  end  of  the 
decade.  He  particularly  likes  America 
Online  Inc.  Buying  shares  of  aol,  he 
says,  is  "like  investing  in  television  in 
the  1940s."  (AOL  and  business  week 
are  partners  in  a  venture  that  gives 
AOL  subscribers  electronic  access  to  the 
magazine.)  Atmel  Corp.  and  Adaptec 
Inc.  are  among  his  other  favorites.  At- 
mel makes  integi-ated 
circuits,  and  Adaptec 
manufactures  devices 
that  allow  computers 
to  communicate  with 
peripheral  equipment. 

Energy  is  another 
appealing  small-cap 
sector.  Greater  de- 
mand for  fossil  fuels 
and  industry  consoli- 
dation are  fueling  the 
interest  of  investors 
such  as  Michael  A. 


Berry,  managing  director  of  Dre 
Value  Management  and  an  advise 
its  Dreman  Small  Cap  Value  Fund, 
ry  especially  likes  KCS  Energy  Inc 
Edison  (N.J.)  oil-and-gas  outfit  w 
shares  have  been  depressed  becauf 
a  lawsuit  filed  by  Tenneco  Inc.  ov 
1979  contract.  "People  overreacted 
pushed  the  price  down,"  says  Be 
who  thinks  that  KCS,  whose  stoc 
now  trading  at  185^,  will  ultimately 
vail  in  the  dispute. 

Money  managers  are  also  pa; 
more  attention  lately  to  company  '. 
tion.  According  to  Meirill  Lynch  & 
Satya  D.  Pradhuman,  the  prospect 
smaller  companies  generally  are 
more  closely  to  their  regional  econoi 
than  those  of  bigger  ones.  That 
proved  to  be  good  news  for  compa 
in  such  economically  robust  areas  as 
Southeast  and  the  Great  Lakes 
EXPORT  OPENING.  A  strong  Midw 
em  economy  has  boosted  First  An 
can  Regional  Equity  Fund  by  18^ 
the  first  five  months  of  this  year.  I 
ard  J.  Rinkoff,  who  manages  the  f 
likes  Aetrium  Inc.  in  North  St.  I 
Minn.,  a  maker  of  testing  dev 
for  the  semiconductoj'  industry 
boasts  a  20%  aftertax  profit  mai 
Another  top  choice  is  Automotive 
dustries  Holding,  a  nonunion  mam 
turer  of  plastic 
parts  for  car  interi- 
ors. Headquartered 
in  Minneapolis,  the 
company  enjoyed  a 
47%  surge  in  sales 
last  year. 

While  most  small 
caps  are  planted 
firmly  in  U.  S.  mar- 
kets, there  are  some 
with  enough  over- 
seas business  to 
benefit  from  the  jj 
anemic  dollar.  Mike  Berry's  Drel 
fund  owns  shares  in  Sofamor  D8| 
Group  Inc.,  a  Memphis  health-care  (p 
pany  he  says  controls  42%  of  the  w(il 
wide  market  for  spinal  implant  devp 
The  fund  also  holds  stock  in  Me« 
International  Inc.,  which  buys  as'i 
fi'om  the  former  East  Gemian  govit 
ment  and  turns  them  around  uiti 
Western  technology  and  managemes 
Over  time,  small  companies  clejl 
outperform  their  larger  brethren,  t 
"you  have  to  be  an  investor  as  opp(8 
to  a  trader,"  warns  Ron  Baron,  a  1*' 
York  money  manager.  If  past  pei'l 
mance  is  any  indication,  small-capl 
vestors  should  get  their  just  rewr 
soon. 

By  Nanette  Byrnes  in  Los  Am,'- 
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DEFINED  C0NTRIBUT10N/40Ilki  PLANS     •     INSTITUTIONAL   MANAGEMENT     ■     MUTUAL  FUNDS 


WHEN      WE      CREATE  A 


4  O  I  (k)  PLAN 


for    Our  Clients, 


w 


E  always 


PUT  OURSELVES 


IN  THEIR 


S  h  o 


e  s  . 


EVERY  COMPANY  HAS  ITS  OWN  UNIQUE  CULTURE. 
Tke  most  success  ful  401  (k)  plan  is  one  created  by  people  wko  understan  d  tkat. 
So  at  Putnam,  we  work  kard  to  learn  tke  individual  needs  of  every  client.  And  we  take  pride 
in  kaving  tkek  nowledge  and  sensitivity  to  provide  a  plan  tkat  fits  tk  em.  We  kel  leve  a 
401(k)  plan  is  a  matter  of  empatky,  not  just  economics.  And  witk  more  and  more  major 
companies  using  Putnam  as  tkeir  401  (k)  provider,  apparently  it's  an  approack 
tkat  gets  our  foot  in  a  lot  of  d  oors. 


PUTIVAM 

INVESTMENTS 


® 


BOSTON- 


JDON-TOKYO 


A      TIME-HONORED      TRADITION      IN      MONEY  MANAGEMENT 
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NOBODY 


IN  THEIR  RIGH 

WANTS  TO  USE 


YOUR  PRODUCT. 


SO,  HOW  DO  YOU  KEEP  UP 

WITH  DEMAND? 


j       Nobody  really  wants  to  use  an  air  bag.  But  everyone  seenns  to  want  one  in  their  car.  NEC  Amenca's  Oregon  Plant  found  this 
A/'hen  onders  for  their  air  bag  deployment  circuit  boards  increased  dnamatically.  How  did  they  dnve  capacity  to  meet  demand? 
ompletely  automating  the  data  collection  system  for  quality  control  and  part  tracking  on  their  pnoduction  line.  With  the  help  of  a 
ibuted  computing  system  using  Micnosoft®  products.  ■-    NEC's  old  system  for  venfying  components  on  cincuit  boands  was  slow  and 
ired  significant  manual  inten/ention.  The  solution?  A  faster,  more  automated  data  collection  and  retrieval  system  built  on  a  foundation 
iciDsoft  products,  including  Microsoft  Windows  NT' '  Server,  part  of  the  BackOffice  family.      With  the  new  system,  verification  time 
i^iecreased  from  30  seconds  to  just  two.  This  allows  venfications  to  be  perfonned  automatically  at  multiple  points  along  the  pnoduction 
instead  of  only  at  the  end.  So  rework  is  minimized.  "-^  "We've  achieved  a  70  percent  increase  in  our  production  line  capacity," 
lins  Judy  Hawley,  pnoduction  manager  at  NEC  Annenca,  "while  maintaining  the 
;  level  of  quality."       To  get  more  information  on  how  Microsoft  can  help 
jain  a  business  advantage  using  computet^,  call  (800)  437-3 1 19,  Dept.  GKR 


Microsofi 


WHERE   DO  YOU   WANT  TO  GO  TODAY?"* 


Microsoft  Corporation.  All  nghts  reserved.  Microsoft,  Where  do  you  wont  to  go  tcda/?.  and  Windows  NT  srz  either  registered  trademarks  or  trademarks  of  Microsoft  Corpoi  alien  m  the  Unrted  States  and/or  other  counines- 
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THE  PROS 


Four  Pros  Took  the 
$100,000  Challenge.  Two  Passed 

The  only  stock-picker  who  decisively  beat  the  S&P  chose  mostly  foreign  issues 


t  the  beginning  of  the  year, 
BUSINESS  WEEK  invited  four 
top  money  managers  to  invest 
.a  mythical  $100,000  in  10 
stocks  for  one  year.  Only  one  of  the 
managers,  John  R.  Horseman  of  the 
GAM  International  fund  in  London,  beat 
the  market  decisively,  racking  up  a  re- 
turn of  21.2%  excluding  dividends,  vs. 
the  Standard  &  Poor's  500's  16.6%.  The 
other  winner  edged  out  the  mai'ket  with 
a  16.9%  recoi-d.  All  of  the  results  are  of 
June  5. 

Horseman,  who  is 
British,  did  well  not 
only  with  his  non- 
U.  S.  stocks,  which 
generally  lagged  the 
U.  S.  market,  but 
with  his  U.  S.  picks 
as  well.  The  other 
thi'ee  pros,  all  Amer- 
icans who  focused 
mainly  on  U.  S. 
stocks,  which  had  a 
big  run,  did  a  good 
deal  less  well.  Horse- 
man's three  U.  S. 
stocks — McDonald's, 
Coca-Cola,  and  an  ob- 
scure thrift  called 
Queens  County  Ban- 
corp— were  up  an  av- 
erage of  27%.  Horse- 
man scored  in  China, 
with  Shanghai  Petro- 
chemical up  30.6%, 
and  with  two  big  Dutch  companies,  tele- 
phone and  postal  service  company  kpn, 
and  Fortis  Amev,  a  bank  and  insurer — 
up  42%.  and  32%,  respectively.  The  fall- 
ing dollar  sharply  boosted  his  returns: 
In  their  native  cuiTencies,  Horseman's 
Dutch  and  French  picks  rose  about 
7.9%,  but  after  taking  the  dollar  into 
account,  they  were  up  29%.  His  only 
blunder  was  Canon  in  Japan,  down 
7.6%.. 

PLAYING  MONOPOLY.  Horseman,  who  de- 
clined to  be  intei-viewed,  said  in  a  writ- 
ten statement  that  his  top  pick  for  the 
second  half  is  Singapore  Press  Hold- 
ings, already  up  12.5%  in  the  first  half. 
It  has  a  monopoly  on  Singapore's  news- 


papers, and  Horseman  thinks  it  will 
benefit  from  a  strong  Singapore  dollar, 
rising  ad  revenues,  and  stable  paper 
prices. 

Wliat  most  hurt  the  American  man- 
agers was  their  generally  defensive  ap- 
proach to  the  market.  Two  of  the  man- 
agers in  particular  believed  that  the 
four-year  bull  market  and  the  economy 
had  ran  out  of  steam.  "The  move  in  the 
fii'st  half  surprised  me,"  says  John  R. 
Garxbier;  who  manages  institutional  mon- 


down-and-out  issues  that  generally 
formed  weD.  But  he  bought  one  Me: 
stock  that  got  hammered  by  the 
crisis  and  had  two  other  substa 
losers. 

Mazzon  was  the  runner-up,  wi 
16.9%  gain.  Dividends  added  anc 
1.6%.  He  concentrated  on  big-cap  st 
putting  75%  of  his  money  into  C 
r-on,  Eastman  Kodak,  3M,  and  S 
Roebuck,  which  were  up  an  averaj 
21.6%,  and  Woolworth,  which  wa 


HOW 
THE 
PROS 
FARED 


PERCENT 
CHANGE* 

Dec.  12, 1994  to 
June  5, 1995 

BIGGEST 
WINNER 


BIGGEST 
LOSER 

'Excludes  dividends- 
DATA:  BUSINESS  WEEK 
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21.2% 

16.9% 
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6.9% 

KPN 

EASTMAN  KODAK 
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42% 

35.5% 

32% 

40% 

CANON 

TOYS  'R'  US 

INTEGRATED 

GRUPO 

► 

HEALTH  SVCS. 

TELEVISA 

-8% 

-24% 

-2.5% 

-57% 

STANDARD  &  POOR'S  500-STOCK  INDEX  +  16.6% 


ey  at  Van  Liew  Capital  in  Pr'ovidence. 
Justin  S.  Mazzon,  a  big-cap  specialist 
with  American  Blue  Chip  Investment 
Management  Inc.  in  Lar-kspur,  Calif., 
expected  the  mar-ket  to  stay  flat  all  year, 
causing  him  to  searx-h  out  stocks  with 
good  dividends.  Mazzon  and  Gardner 
corTCCtly  bought  into  some  big-cap  con- 
sumer- stocks,  but  they  missed  the  tech- 
nology rally.  Ir-onically,  Hor-seman  had 
pr-edicted  an  "uninspiring"  market  for 
U.  S.  stocks  this  year.  But  that  pr-edic- 
tion  didn't  stop  him  fr-om  choosing  issues 
wisely. 

The  fourth  investor;  Douglas  John- 
son, until  recently  a  fund  manager  with 
Safeco  Mutual  Funds  in  Seattle,  favor-ed 


just  8.1%.  Toys  'R'  Us  Inc.  dragge(:) 
results  down  by  dropping  24%.  i 
Mazzon  believes  it  will  recover  in} 
second  half,  as  a  new  generation  of  j 
eo  games  begins  to  perk  up  sales.  [ 
top  pick  for  the  second  half  is  S(! 
Although  it  has  jumped  27%  this  }l 
Mazzon  thinks  shareholders  will  be  1 
if  Sears  spins  off  its  Allstate  suU 
ary  to  them.  He  thinks  Allstate  sh'i 
could  jump  20%  mor-e  to  $35-$36  a  sji 
by  the  end  of  the  year.  ' 

Gar-dner;  the  most  cautious  manift 
in  the  gr'oup,  gained  14.6%.  He  ear 
another  1.1%  from  dividends,  whicl 
sought  because  of  his  bearish  outlj 
Gardner  picked  companies  laden 
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The  tallest  recycling  story  ever  told. 


Suffice  it  to  say,  anything  that's  2,232  steps  to  the  top  fin  heu  of  taking  one  of  104  elevators) 
is  not  your  average  office  building. 

Everything  about  Sears  Tovi'er  is  mind  bogghng.  Like  enough  plumbing  (25,000  miles)  to  go 
around  the  world.  And  enough  telephone  cable  to  encircle  it  1  /i  times. 

It's  sort  of  the  Mount  Everest  of  recycling  challenges.  So  hopefully  you'll  have  some  idea  of 
what  it  took  to  conceive  a  recycling  program  that  now  covers  some  10,000  people  working  for  si.xty 
different  tenants  on  over  100  floors. 

You  certainly  won't  have  to  use  your  imagination  to  appreciate  the  results.  This  year  alone  1,200 
tons  of  paper  will  be  collected  for  recycling.  An  amount  that,  if  baled  and  stacked,  would  be  three 
times  higher  than  the  world's  tallest  building  itself. 

It  could  be  just  as  surprising  to  find  out  what  recycling  could  do  for  your  business.  Please  call 
us  at  1-800-977-6272.  You'll  find  we  don't  mind  challenges. 

What  luisiness  do  we  have  saying  we  help  the  environineiit-'  That  is  our  business. 


Waste  Management 

A  WMX  Technologies  Company 


O  It'lS  WMX  1  ..hii..l..gi...  In 


The  power  of  change.  Samsung  measures  it  one  step  at  a  tk 


Samsung  is  ready  to  meet  the  challenges  of  a 
changing  world.  We've  focused  our  energies 
into  developing  key  technologies  for  the 
future.  Advanced  semiconductors 
for  imaging  and  multimedia. 


Biodegradable  materials  that  v^ill  help 
preserve  our  ecosphere.  _  jWy 

Transportation  systems  for 


land,  sea  and  air.  Soon,  you'll  be  driving 
automobiles  manufactured,  controlled  and 


9d  by  Samsung's  technology.  With  each    The  Samsung  Group 


J     ,  J-       L     L^-    Ll^  CCAI,  105  Challenger  Rd  ,  Ridgefield  Park,  NJ,  USA  07660  •  Fax:  201-229-6058 

oduct,  we  are  ascendinq  to  rieigrits  ot  a     .  a 

Electronics:  World's  First  256-megabit  DRAM/TFT  LCD  Screens/High  Definition  TV's 
tlOn  that  will  make  tomorrow's  world  a         Engineering:  Aircraft/Passenger  Cars/Commercial  Vehicles/Electric  cars/ 

^^fr  i-  ■  -  Double-hulled  Tankers/High-speed  Ferries 

Diace  for  all  of  us.      z:^-^^^^    chemicals:  Biodegradable  Resins/Fine  Chemicals 


ep  at  a  time. 


©  1995  Ihe  Somsuny  Grou^ 
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The  only  time  we 
recoixiiTieiid  looking 
to  the  stars  for 
financial  advice. 


Morniiijjstar  Ratings 

***** 

Stein  Roe  Income  Fund 

L\  laxal)lt'  boiul  tuiid 
Reflects  wei^lued  (iverage  oj  total  returns  over  the  3-  and  5-year  periods 
(rated  against  541)  and  370  fixed  income  funds,  respect i rely)  ended  3/31/95. 

**** 

Stein  Roe  Special  Fund 

a  f^rovvtli  liind 

Reflects  weighted  arerage  of  total  returns  (u  er  the  3-.  5-  and  ID-year  periods 
(rated  against  I.I5H.  HHH  and  453  e(ptil\  funds,  respectively)  ended  3/31/95. 


Stein  Roe  Prime  Equities 

a  growtli  and  income  lund 
Reflects  weighted  average  of  total  returns  over  the  3-  and  5-year  periods 
(rated  against  1 .4 5H  and  HHH  e(juit)  funds,  respectively)  ended  3/31/95. 


**** 


Stein  Roe  High- Yield  Municipals 

a  iniinici|)al  bond  fund 
Reflects  weighted  average  of  total  returns  over  the  3-.  5-  and  10- year  periods 
(rated  against  6.38.  4.58  and  141  municipal  funds,  respectively)  ended  3/31/95. 


**** 


Stein  Roe  Intermediate  Bond  Fund 

a  laxalilc  Ixind  iiiiul 

Reflects  weighted  average  of  total  returns  (wer  the  3-.  .5-  and  10- year  periods 
lidteil  ag<niist  540.  370  and  119  fixed  income  funds,  respectively)  ended  3/31/95. 

Call  today  for  o  Jive  pro.sjiectus  ivith  more  complete 
iiiforiitdtioii.  Please  read  it  carefitlly  before  you  invest. 

1-800-774-2295 


STEIN  ROE  MUTUAL  FUNDS 

Building  Wealth  for  Generations^^' 


Of  course,  past  performance  is  no  guaranfee  of  future  results.  The  ratings  are  subject  to 
change  every  month.  Morningstar  ratings  are  calculated  from  the  fund's  3-,  5-,  and  (where 
applicable)  10-year  average  annual  return  in  excess  of  90-day  Treasury  Bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day 
T-Bill  returns.  For  the  3-  and  5-year  rating  periods,  Income  Fund  was  rated  5  stars;  Special 
Fund,  Prime  Equities  and  Intermediate  Bond  Fund  were  rated  4  stars;  and  High-Yield 
Municipals  was  rated  3  stars  For  the  10-year  period,  High-Yield  Municipals,  Intermediate 
Bond  Fund  and  Special  Fund  were  rated  4  stars.  Ten  percent  of  the  funds  in  an  investment 
category  earn  5  stars,  22.5%  earn  4  start  and  35%  earn  3  stars.  Liberty  Securities 
Corporation,  Distributor  Member,  SIPC. 
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THE  PROS 


cash  in  anticipation  of  a  recession.  \{ 
cash-rich  gold-mining  companies  Pa 
Dome  and  Fluor  perfoiTned  admiiil 
his  high-tech  stocks — Newbridge  y 
terns,  Motorola,  and  British  eel ' 
phone  company  Vodaphone — missed 
industry's  boom. 

Gardner  was  also  saddled  with  a  e 
estate  investment  trust.  Equity 
dential  Properties  Trust,  which  ean 
handsome  dividend  but  barely  buc 
Another  poor  pick  was  Integi 
Health  Services,  which  fell  2.5%. 
was  a  relatively  modest  loss,  consid^ 
that  nursing  home  company  sh 
plummeted  early  in  the  year  afte 
ports  of  accounting  irregularities.  ( 
ner,  who  says  concenis  about  the 
pany's  finances  are  overblovm,  rat 
his  top  pick  for  the  second  half.  E 
ings  ai*e  still  gi'owing  about  25%  an 
ly.  He  is  worried  that  his  biggest 
er— Walt  Disney  Co.,  up  31.8%- 
topped  out,  and  he  has  trimmed  hi 
sition  in  the  stock.  "I  wouldn't  hes 
to  take  gains,"  he  says. 
SABOTAGED.  Johnson,  who  asserr 
a  group  of  down-and-out  stocks  wit 
worrying  about  dividends,  ended^ 
first  half  with  a  mere  6.9%  gain.l 
profits  in  biotech  giant  Genzyme  (" 
and  machine-tool  company  Giddin: 
Lewis  Inc.  were  blown  out  by  G 
Televisa,  which  plummeted  57% 
bet  on  Callaway,  the  golf-club  com 
which  sagged  15.5%,  and  private 
clothing  maker  Paragon  TVade  B 
Inc.,  which  fell  17.4%.  Johnson  co 
comment  on  any  specific  stocks  be 
he  is  preparing  to  launch  a  new 
for  Smith  Barney  Inc.  that  is  st 
registration. 

All  four  investors  have  widely 
ent  second-half  outlooks.  Horsem 
pects  U.  S.  and  European  interest 
to  decline  as  their  economies  slow, 
ing  stocks  with  good  earnings  gr 
attractive.  Johnson  thinks  opportui 
remain  despite  the  market's  big  g 
He  likes  several  beat  up  sectoi-s,  in 
ing  retailers,  hmos,  and  cable-TV  co 
nies.  Mazzon  is  womed  about  a  s 
short-term  connection,  but  believe; 
market  will  end  the  yeai-  near  re 
levels. 

Gardner,  still  the  most  pessim> 
questions  whether  the  fii'st  halfs  \i 
can  be  sustained.  "With  so  much  * 
news  ab-eady  out,  what's  going  to  cS 
an  encore?"  he  says.  The  BUSII 
WEEK  investors  who  asked  the  sfe 
thing  at  the  beginning  of  1995  wourii 
lagging  behind  the  mai'ket.  It's  post 
their  skepticism  could  cost  them  £5 
in  the  second  half. 

By  Geoffrey  Smith  in  Bc\i 


Latin  America 
online, 

as  never  before. 


ImpSat,  the  leading  business  telecommunications 
network  in  every  market  it  serves. 
Hundreds  of  clients  featuring  major  international 
and  local  organizations. 


ImpSat,  the  first  network  of  integrated  services  using  satellite 
systems,  fiber  optics  and  digital  microwaves. 

ImpSat,  the  only  network  operating  with  the  world's 
top  5  satellite  station  suppliers. 

ImpSat,  the  smart  choice  in  communications 
with  Latin  America. 


9  interconnected  countries 

5  operating  satellites  plus  2  in 

implementation  stage 

11  operating  teleports 

4839  km  in  digital  radio  links 

7  metropolitan  fiber  optic  networks 

3624  VSAT  earth  stations 

Pioneer  in  VSAT  services  through  share-i  HUB 


First  Latin  American  Business 
Telecommunications  Network 


Argentina  / 
United  States , 
Colombia . 

Mexicr 
Venezuel 
Ecuadc  / 
Boliv 
Pei 
Curag  ' 


For  more  information  call  ImpSat  Corp. 
international  Network  Services  Deparlment. 


U.S.A. ; 

One  Brickell  Square,  801  Brickell  Ave, 


9th  Floor  Suite  915-917 
Miami.  Fl  33131  USA. 


Phone  (1-305)  789-6686 
Fax  (1-305)  372-0189 


Intelligen';  Communication 


Argentina: 


Av,  Leandro  N  Alem  619,  piso  1 
1001  Buenos  Aires,  Argentina. 
Phone  (54-1)  315-3833 


Fax  (54-1)  315-3686/ 313-31 10 
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esponsive  Solutions 
Its  more  than  being  prepared 
for  change.  Its  being  a  partner  to  it. 


$200,000,000 

Reducing  Revolving  Credit  hai.ilit> 
jor 

UCA  Corp 
wholly  owned  subsidiary  ot  Adclphia 
CoiiimunKations  Corporation 


The  unJi  rMgncd  acted 
as  admintstralive  agenl  for 
ihi.s  irunsactum 


Hrst  Unit)n  National  Bank 


$2,160,000,000 

Reducing  Revolvmg  Credit  Facility 

$1,250,000,000 

Term  Loaii  Facility 

f"r 

LX)DS  Coiiiniunn:iiI]on.s,  Inc. 


Hlf  utuk'rsif^iiL'd  ilt  led 
as  im  a^eiii  luui  uiiderwrtWi 
J{»  llm  Inuivu  ridii. 


Hrst  Union  Natninal  Bank 

Oapilal  Markela  Group 


$56,000,000 

Reducing  Revolving  Credit  Facility 

for 

American  Telecasting,  Inc. 


The  undersigned  slrucfured. 
arranged  and  acts  as  admmistraiive 
agent  for  this  transaction. 


Rrst  Union  National  Bank 

CapttsI  Marksta  Orcujp 


$65,000,000 

Reducing  Revolving  Credit  Facility 
jor 

Ackerley  Communications,  Inc 


The  undersigned  structured, 
arranged  and  acts  as  documentation  agent 
for  this  transaction 


Rrst  Union  National  Bank 


$105,(K)0,000 

Credit  Facility 
P>r 

Allnet  Communication  Services.  Iik 


The  undersigned  structured 
and  acted  as  syndication  agent 
(or  this  transaction 


Rrst  Unitm  National  Bank 


$40,000,000 

Interest  Rate  Cap 

$40,000,000 

Interest  Rate  Swaption 
for 

Sinclair  Broadcast  Group,  inc. 

Tlie  u/tdersigned  onguuUed  atid 
struL'tiuvd  ttus  tnumu'Tiori 

First  Union  Niitional  Bank 


C«pttai  M«rfcata  Group 


Capital  klarkala  Group 


Capital  MarliMta  Group 


In  the  Communications  Industry,  change 
is  the  only  constant.  At  First  Union  Capital 
Markets  Group,  we  respond  to  the 
complexities  within  the  industry  by 
providing  solutions  that  reflect  our  depth 
of  experience. 

As  a  long-time  financial  provider  to  the 
Communications  Industry  we  are  on 
familiar  ground  and  we  know  the  role  a 
sound  relationship  plays  in  developing 
tailor-made,  responsive  solutions. 

Perhaps  First  Union  should  be  on  your 
short  list  if  you're  looking  for  a  capital 
markets  partner. We'd  like  the  opportunity 
to  show  you  why.  For  further  information, 
contact  Lloyd  R.  Sams,  Managing  Director, 


©1995  First  Union  Corporation  These  announcements  appear  as  a  matter  of  record  only. 
Offering  expertise  throughout  the  Communications  Industry  Including: 
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at  (704)  374-4151. 


Capital  Markets  Group 


WHERE 
TO  INVEST 


GLOBAL  STOCK  MARKETS 


i 


There's  Good  Hunting  on  Bourse 
All  Over  the  World 


Inflation  is  tame,  and  marl<et  gurus  are  remarkably  upbeat  for  the  second  half 


s 


This  was  supposed  to  be  the 
year  that  global  stock  inves- 
tors steered  into  safe  harbors. 
A  slowing  economy  in  the  U.S., 
deflation  in  Japan,  and  the  Mexican  mar- 
ket meltdown  had  forecasters  predicting 
a  yawn  of  a  year;  with  the  world's  major 
markets  moving  sideways  at  best.  In- 
stead, the  Dow  Jones  industrial  average 
is  pushing  the  4500  envelope,  many  of 


GROWTH  PICKS 
ON  THREE  CONTINENTS 


■■■■■■■  =i>liI<!;«HHBil^Hi 

ELF 

AQUITAINE 

French  oil  producer  is  finally 
cutting  costs 

$40* 

iCI 

British  chemical  maker  is  beating 
rivals  who  price  in  German  marks 

50* 

S-E  BANKEN 

With  a  cleaned-up  balance  sheet, 
Swedish  bank  offers  good  value 

5 

MANNESMANN 

German  engineering  company 
could  benefit  from  stronger  dollar 

303* 

FRASER  & 
NEAVE 

Singapore's  fast-growth 
food  and  beverage  company 

13 

GIORDANO 
HOLDINGS 

The  Gap  of  Asia,  Hong  Kong-based 
and  growing  fast 

5 

HUTCHISON 
WHAMPOA 

Infrastructure,  trade — and  an 
inside  track  to  China 

25* 

OEM 

Malaysian  construction 
conglomerate  riding  building  boom 

7 

PEREZ 
COMPANC 

Argentina's  well-run  energy 
conglomerate 

4 

VALE  DO 
RIO  OOCE 

Giant  Brazilian  iron  ore  exporter  is 
due  to  be  privatized  in  1996 

0.18 

GRUPO  ALFA 

Steel  and  petrochemical  exporter 
tops  many  Mexico  buy  lists 

5 

BACKUS  & 
JOHNSTON 

Peruvian  brewer  expects  10% 
volume  growth  in  1995 

2 

Prices  as  of  June  6 

*ADRs 

DATA;  BUSINESS  WEEK  SURVEY  OF  ANALYSTS  AND  FUND  MANAGERS 


Europe's  markets  are  actually  up  a  bit, 
and  investors  are  recovering  from  the 
"tequila  effect"  that  frightened  them 
away  from  emerging  markets. 

Global  stock  gurus  are  now  re- 
markably upbeat  for  the  second  half. 
For  one  thing,  the  gradual  economic 
slowdown  in  the  U.  S.  and  Europe  is 
being  widely  heralded  as  good  news: 
With  inflation  tame,  central  banks  are 
increasingly  likely  to  cut 
interest  rates  later  in  the 
year.  And  many  market 
watchers  believe  the 
worst  is  over  for  the  dol- 
lar. Recent  central  bank 
intervention  to  stabilize 
the  greenback  seems  to 
signal  that  authorities 
don't  want  to  see  it  go 
much  below  84  Japanese 
yen  oi"  1.4  Gennan  marks. 
CLEAN  SHEETS.  A  strong- 
er dollar  would  come  as 
good  news  for  Japan 
(page  98),  where  the  high 
yen  has  aggi-avated  a  cba- 
matic  economic  slowdown 
and  helped  push  the  Nik- 
kei stock  average  down 
20%  this  year  alone.  A 
dollar  bounceback  would 
certainly  help  Europe's 
exporters — the  only  en- 
gines of  recoveiy  on  the 
Continent  so  fai'.  But  even 
if  you  don't  think  the  buck 
has  hit  bottom,  there  are 
reasons  to  be  bullish  on 
Europe's  markets,  down 
about  10%  on  average 
over  the  past  12  months. 
Talal  Shakerchi,  manager 
of  the  European  portfolio 
at  Old  Mutual  Portfolio 
Managers  Ltd.,  thinks  eq- 
uities will  get  a  boost 
from  stronger  U.  S.  cash 
inflows. 

Shakerchi  also  believes 
Gernian  interest  rates  will 
come  down — and  that  will 
be  good  news  foi'  financial 
stocks  across  Eui"ope.  His 


favorites  include  the  ScandinaE 
banks — Skandinaviska  Enskilda  Bajjf, 
and  Svenska  Handelsbanken  in  S 
den,  and  Den  Norske  Bank  in  Nor| 
After  the  real  estate  disasters  of||itj 
early  1990s  and  government  mover 
take  bad  assets  off  the  books,  "tl: 
banks  have  extremely  clean  balu,  ^ 
sheets,  and  they're  unlikely  to  npi^j. 
the  same  mistakes  anytime  soon,'|j.|jj. 
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,.  s-E  Banken  and  Handelsbanken 
ently  trade  at  price-earnings  ratios 
9  and  5  respectively,  compared  with 
iropean  bank  average  of  11.8. 
Isewhere  in  Europe,  Shakerchi  likes 
,rian  power  utility  Verbund.  Its  p-e 
I  is  below  10,  vs.  a  European  in- 
ry  average  of  11.5.  He 
is  buying  Aus- 


likes  Germany,  where  Frankfurt's  dax 
stock  index  "is  due  for  a  catch-up  rally." 
Cyclicals — including  Linde,  Deutsche 
Babcock,  and  Thyssen — get  his  nod. 
Grubb  also  believes  the  French  franc 
will  weaken  and  falling  interest  rates 
will  fatten  consumers'  wallets. 
So  he's  betting  on  tiremaker 
Michelin  Corp.  and  carmaker 
Peugeot. 

These  aren't  the  only  Europe- 
an multinationals  winning  global 
adherents.  Richard  R.  Foulkes, 
manager  of  the  $3  billion  Van- 
guard International  Growth  Fund, 
is  buying  Dutch-based  Philips  Elec- 
tronics, which  is  now  his  fund's  sec- 
ond-largest holding  behind  Heinek- 
en.    Once    a    deeply  troubled 
manufacturer,  Philips  has  been  on 
the  comeback  ti-ail  recently,  thanks  to 
a  concerted  effort  by  management. 
Nevertheless,  the  stock  is  trading  at  a 
low  p-e  of  6.3.  Now  selling  for  $40, 
Philips  shares  could  rise  25%  by  yeai'- 
end,  Foulkes  believes.  He  is  also  enthu- 
siastic about  French  oil  giant  Elf  Aqui- 


trian  brewers 
Brau  Union  and  Ostbrau 
ir  growth  potential.  And  he  rec- 
ids  Swiss  insurer  Baloise:  It's 
at  a  40%  discount  to  the  value  of 
ets  and  may  be  a  takeover  play. 
I,  Marcus  Grubb,  who  heads  glo- 
juity  strategy  at  Swiss  Bank 
thinks  stocks  are  nicely  priced  in 
major  Eui*opean  mai'kets.  Gi-ubb 


taine,  which  has  finally  done  some 
difficult  cost-cutting. 

Further  afield,  a  number  of  stock- 
pickers  are  impressed  with  Poland, 
whei"e  exports  were  up  40%  in  the  fii-st 
quarter  from  the  year-earlier  period. 
Shakerchi  admires  the  stock  market 
thei'e  for  its  high  reporting  standards 
and  strict  regulation,  which  "make  it 
like  a  Western  market."  David  Mars, 
Central  and  Eastern  Europe  strategist 


ACTION 


COMEBACK 

Don't  slight 
emerging 
markets,  which 
are  starting  to 
recover  from  the 
"tequila  effect" 
of  Mexico's 
peso  crisis 


at  Swiss  Bank,  agi-ees  that  "over  the 
next  12  to  24  months,  Poland  looks  to 
be  the  market  to  beat."  Mars  is  playing 
the  Warsaw  index,  where  average  p-e 
ratios,  most  of  them  in  the  5-10  range, 
are  at  half  the  levels  to  be  found  in 
other  low-cost  exporting  countries  such 
as  Spain. 

In  fact,  as  the  developed  world  slows, 
emerging  markets  are  again  coming  to 
offer  value  and  gi'ovrth.  Michael  J.  How- 
ell, strategist  at  Baling  Secuiities  Inter- 
national Ltd.  in 
London,  says 
"emerging  markets, 
at  the  moment,  are 
a  haven  for  the  val- 
ue investor."  Thanks 
to  Me.xico's  peso  cri- 
sis, many  of  these 
markets  ai'e  at  their 
cheapest,  relative  to 
the  developed 
world,  since  the 
Persian  Gulf  war  in 
1991.  What's  more, 
after  last  year's 
U.  S.  interest-rate 
hikes  and  the  peso  shock  sent  emerging 
mai'kets  plunging  all  at  once,  many  have 
recovered. 

In  Southeast  Asia,  for  example,  the  li- 
quidity di-ain  caused  by  foreigners  pull- 
ing their  money  out  in  1994  held  back 
stock  markets  throughout  the  region, 
even  where  corporate  eaiTiings  kept  ris- 
ing— in  Indonesia,  Thailand,  and  the 
Philippines,  for  instance.  Now,  with  U.  S. 
interest  rates  falling  and  money  flovring 
back  in,  Asia  is  the  area  "I  feel  most 
confident  about  over  the  next  six 
months,"  says  Vanguard's  Foulkes. 
CLOSE  TIES.  Most  analysts  agi'ee  that 
Hong  Kong  is  in  for  a  growth  slow- 
down— perhaps  to  5%  from  an  earlier 
projected  5.5%' — but  the  mai'ket  stiU  has 
some  nicely  valued  regional  plays. 
Foulkes  is  buying  Hutchison  Whampoa, 
the  infrastructure  conglomerate,  as  a 
"major  player  on  the  region's  general 
gi-owth  and  prosperity."  Not  only  does 
Hutchison  have  far-flung  Asian  cargo 
handling,  wai-ehousing,  and  j^roperty  de- 
velopment businesses,  but  its  chairman, 
Li  Ka-Shing,  also  has  close  ties  in  Bei- 
jing's political  circles.  At  around  $5, 
Hutchison  stock  is  trading  at  13  times 
estimated  1996  eai'nings  per  share. 

If  you'd  rather  focus  on  a  single  fast- 
growth  market,  you  might  want  to 
check  out  Singapore.  Its  market  drifted 
aimlessly  in  the  first  half.  But  Merrily 
Chiam,  an  analyst  at  Nomiu-a  Research 
Institute  (Singapore),  suggests  that 
awesome  earnings  reports  could  push 
stocks  up  10%  by  yearend.  She  favors 
Eraser  &  Neave,  an  expanding  region- 
al food  and  beverage  gi-oup  with  expo- 
sure in  mature  markets  such  as  New 
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Zealand  and  emerging  ones  such  as  In- 
dia. Chiam  also  likes  Keppel  Corp.,  a 
conglomerate  with  ship  repair,  bank- 
ing, and  telecommunications  businesses, 
among  others.  Both  Keppel  and  f&n 
are  blue  chips  that  she  expects  to  trade 
at  higher  multiples  over  the  next  few 
months. 

Chiam  is  also  a  fan  of  neighboring 
Malaysia,  where  the  official  goal  of 
reaching  developed-nation  status  by 
2020  should  spell  higher  profits  for  infra- 
structure companies.  One  beneficiary 
could  be  IJM  Coi-p.,  a  construction  com- 
pany with  an  order  book  of  more  than 
$408  million.  She  also  likes  United  En- 
gineering (Malaysia),  with  its  exposure 
to  toll-road  building,  engineering,  and 
cement  production. 

POISED  FOR  GAINS.  Bank  and  other  fi- 
nancial stocks  weigh  heavily  in  most 
Asian  indexes,  and  they  remain  useful 
proxies  for  markets  with  good  pros- 
pects. Thai  Fanners  Bank  and  Krung 
Thai  Bank  get  votes  from  Sriyan  Pitei-z, 
a  strategist  at  Capital  Nomura  Secur- 
ities in  Bangkok,  as  plays  on  the  Thai 
economy  and  U.  S.  rates.  Piterz  says 
Thai  Farmers  has  been  broadening  its 
noninterest-income  base  and  getting  into 
debt  undei-writing.  Ki-ung  Thai,  mean- 
while, has  Thailand's  largest  retail  net- 
work and  is  poised  for  further  gains  as 
the  middle  class  expands. 

What  of  the  tequila  hangover  in  Lat- 
in America?  Six  months  after  the  Mex- 
ican peso  devaluation,  Latin  American 
markets  are  rebounding,  but  analysts 
warn  that  much  uncertainty  about  the 
region's  economies  remains.  That's  par- 
ticularly true  for  the  region's  three 
biggest  markets.  Investors  will  be 


HOW  THE  BOURSES 
ARE  DOING 

1995  percentage  change 


In  local 
currency 

In 

dollars 

BRITAIN 

10% 

12% 

GERMANY 

2 

12 

SWITZERLAND 

7 

20 

FRANCE 

5 

12 

CANADA 

6 

7 

JAPAN 

-20 

-7 

HONG  KONG 

16 

16 

MEXICO 

-15 

-30 

AUSTRALIA 

5 

-2 

U.S. 

17 

17 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 

watching  the  effect  of  Argentina's  reces- 
sion on  corporate  earnings,  the  pace  of 
Brazilian  economic  reforni,  and  the  po- 
tential for  social  uni'est  as  Mexico  enters 
the  worst  of  its  recession. 

In  Brazil,  where  a  slow  start  hasn't 
killed  most  investors'  faith  in  economic 
refoiTn,  analysts  suggest  focusing  on  ex- 
pected privatizations  and  companies  that 
will  continue  to  benefit  from  strong  do- 
mestic demand.  Some  stock-pickers  are 
buying  Telebras,  the  national  phone 
company.  But  others  prefer  smaller  of- 
ferings. "If  you  fundamentally  believe 
in  Brazil  and  know  that  refonri  is  going 
well,  then  it's  a  good  time  to  build  a 
portfolio  of  second-tier  companies,"  says 
Juan  Mesa,  director  of  Latin  America 
reseai'ch  foi-  J.  P.  Morgan  Secmities  Inc. 
Among  utilities,  he  likes  Cemig  and  Ce- 
lesc.  He  also  recommends  Compan- 
hfa  Vale  do  Rio  Doce,  a  highly 
regarded  natural-resomxes  con- 
glomerate. The  government 
plans  to  sell  off  its  51%  stake  in 
the  company  in  1996. 

With  an  average  valua- 
tion of  about  10.5  times 
estimated  1995  earn- 
ings, analysts  argue 
that  there's  strong 
value  in  the  Ar- 
gentine market, 
even  though 
earnings  gi'owth 
will  be  weak  this 
year  J.  P.  Morgan's 
Mesa  believes  that 
investors  will  begin  to 
look  again  at  company  fun- 


damentals rather  than  merely  tnt 
on  the  country's  macroeconomic  ■ 
pects.  He  is  recommending  the  two : 
phone  companies — Telecom  Arge  : 
and  Telefonica  de  Argentina — along 
the  Buenos  Aires  electrical  utility 
tral  Costanera.  He  also  likes  I: 
Companc,  an  energy  company  ■ 
interests  in  oil  exploration  and  p 
chemicals.  Its  aggressive  manage  - 
has  taken  shares  in  privatized  Arg- 
na  companies.  i 
WEAK-PESO  PLAYS.  Despite  Me>* 
peso  collapse  and  private  forecast.'-f 
4%  contraction  in  gross  domestic  ]• 
uct  this  year,  some  hardy  money  m; 
ers  see  opportunities  in  the  market 
Bolsa  index  is  still  down  almost  5t 
dollar  ternis  since  last  fall,  and  si 
have  yet  to  boimce  back  to  predev 
tion  levels.  Still,  they  have  chr 
steadily  in  the  past  two  months, 
lysts  cite  such  blue-chip  bargaii 
Grupo  Televisa's  American  depos 
receipts,  which  are  down  45%  sci 
this  year 

The  peso's  drop  against  the  gi; 
back  is  good  news  for  export-orie 
companies  with  manageable  debt 
dens.  Gnipo  Alfa,  vrith  exports  of 
and  petrochemicals  to  a  variety  of 
kets,  heads  many  analysts'  Hsts.  C 
weak-peso  plays  include  mining  co 
nies,  such  as  Indiistrias  Peholes 
Grupo  Mexico.  Then  there's  bo- 
Coca-Cola  Femsa,  whose  51%  sha 
the  Buenos  Aires  Coke  franchise  is 
ly  to  offset  this  year's  slide  in  Me: 
demand,  providing  income  in  strong 
gentine  pesos. 

Some  analysts  stand  staunchh 
beat-up  Telefonos  de  Mexico,  w 
ADRs  have  skidded  25%  so  fai"  this 
At  about  $30,  Telmex  is  now  tra 
near  the  price  it  fetched  in  its  1991 
vatization.  But  since  then  the  p, 
company  has  poured  more  than  $8.i 
lion  into  everything  from  digital  sw 
es  to  rural  lines.  "Telmex  will  ah 
keep  gi-owing,"  insists  Jose  Mondn: 
directoi-  of  Arka  Securities  in  La  i 
Calif. 

The  gnaranteed-expansion  arguil 
is  behind  investors'  return  to  emer| 
markets  everywhere.  After  all,  the 
damental  reason  for  buying  into  thcl 
intact:  Their  long-term  growth  { 
pects  still  far  outstrip  those  for  d 
oped  countries.  But  in  today's  lo^ 
flation  environment,  stock  seekers  jj 
find  plenty  of  buying  opportunities 
in  the  industrial  world. 

By  Joan  Warner  in  New  York, 
Bill  Javetski  in  Paris,  Elisabeth  Mt 
in  Mexico  City,  and  Dave  Lindorj^^\ 
Hong  Kong 
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ical?  Of  course.  But  all  too 
[Organizational  change  efforts 
■each  much  below  the  manage- 
:3vel.  So  the  goal  of  improved 
nance  is  never  achieved. 

\\   lirciin  r^rvnci  il+irvrr  r»or»  h£ilr\  virM  i 


OK,  now  floor  it. 

create  a  seamless  linkage  of  all  of 
the  essential  enterprise  components: 
strategy,  technology,  process  and 
people.  In  this  \Nay,  the  entire  organ- 
ization gains  speed  and  agility. 

AnH  a  no\A/  orn  ic  r\fi  on/H  riinninrf 
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Consulting 
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toTm'vVst  global  stock  MARKETS:  JAPAN 


Deep  in  the  Nikkei, 
a  Few  Pearls 

Got  an  iron  stomach?  Then  here's  what  to  bet  on 


In  Japan  these  days,  the  bad  news 
never  seems  to  end.  The  Kobe 
earthquake,  runaway  yen,  plung- 
ing prices,  and  terrorist  gas  at- 
tacks have  dampened  consumer  confi- 
dence, crimped  a  corporate  earnings 
rebound,  and  sent  the  Nikkei  stock  av- 
erage tumbhng  20%  so  far  this  year. 
With  many  analysts  predicting  the  aver- 
age could  fall  below  14,000— an  1,800- 
point  ch-op  from  the  cuirent  level — trad- 
ing volume  is  so  low  that  you  could  find 
more  action  at  a  penny-ante  poker 
game.  "I  think  the  outlook  is  appalling," 
gi'ouses  David  Pike,  equity  sti'ategist 
at  Barclays  de  Zoete  Wedd. 

Most  economists  believe  Japan's  gi-oss 
domestic  product  will  grow  no  more 
than  0.5%  in  the  fiscal  year  ending  next 
Mar  31.  Even  the  few  remaining  bulls 
are  getting  edgy.  One  of  them,  Menill 
Lynch  &  Co.  chief  Tokyo  economist  Pe- 
ter Morgan,  recently  slashed  his  GDP 
forecast  from  1.7%  to  1%  after  news 
that  inventories  were  up  for  the  fourth 
straight  month  and  unemployment  had 
jumped  to  a  record  3.2%.  Unless  the 
yen  suddenly  weakens,  he  says,  "we  ai'e 
going  into  a  recession." 
LOOK  FOR  CASH.  Does  this  mean  you 
sho.ild  shun  Japan?  Maybe  not.  For 
the  most  intrepid  of  investors,  the  To- 
kyo stock  market  offers  a  number  of 
plays  on  companies  that  will  probably 
come  through  the  hard  times  in  solid 
condition. 


To  find  them,  look  for  corporations 
with  a  technological  edge,  pricing  power, 
and  scads  of  cash.  One  such  company  is 
Kyocera  Coip.,  whose  shares  also  trade 
on  the  New  York  Stock  Exchange  via 
American  depositaiy  receipts.  Kyocera 
is  the  world's  largest  manufacturer  of 
ceramic  packaging  material  that  encases 
semiconductors.  It  also  makes  cellular- 
telephone  handsets  and  owns  22%  of 
DDI  Corp.,  a  fast-gi'owing  ceU-phone  car- 
rier with  a  stock  that  is  also  on  many 
buy  lists.  S.  G.  Warbui-g  Securities  Ltd. 
analyst  Bany  Dargan  thinks  Kyocera's 

STOCK  PICKS  FOR 
TOUGH  TIMES 


Company/ 
Description 

Price 

Price- 
earnings 
ratio 

TOYOTA 

$25  billion  in  the  bank 

$39* 

56.9 

KYOCERA 

Market  leader  in  chip 
packaging 

152* 

39.4 

NINTENDO 

"Virtual  Boy"  game 
out  soon 

60 

12.8 

SANKYO 

Hot  new  diabetes  drug 

23 

2L9 

*American  depositary  receipt 
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WHAT  ROSES?  Merrill's  Morgan 
wouldn 't  be  surprised  by  a  recess 


profits  will  jump  19%  in  the  cuirei  -i 
cal  year  Other  pro  picks:  Rohm  ( 
big  maker  of  semiconductor  compo 
that  is  riding  the  global  chip  boor 
Tokyo  Electron  Ltd.,  a  thriving  trl 
group  and  maker  of  semiconductor! 
ufacturing  equipment. 

Do  video  games  appeal  to  yoti 
William  L.  Wilby,  manager  of  th^ 
penheimer  Global  Fund,  the  nan 
watch  is  Nintendo,  one  of  his  "faj 
stocks  in  the  world."  Nintendo  sj 
are  down  80%  from  1993,  and  thel 
pany  has  further  annoyed  investop 
delaying  the  rollout  of  its  Virtual- 
product  line  until  after  this  Chris 
But  Wiiby  predicts  an  earnings  ; 
around  in  1996  or  1997.  Meanwhiki 
company  is  sitting  on  $3.65  billii 
cash — 40%  of  its  market  capitaliza 

Nintendo  isn't  the  only  Japanese 
pany  rolling  in  dough  despite 
times.  Take  Toyota  Motor  Coip. 
cash  cushion  of  $25  billion,  the  aul 
ant  probably  could  weather  a  5l 
dollai'  before  it  feels  real  pain,  says| 
man  Brothers  Inc. 
analyst  Koji  Endo. 
THini  ICE.  Another 
way  to  play  the  de- 
pressed market  is 
to  look  for  compa- 
nies selling  at  steep 
discounts  off  Tokyo's 
Alice-in- Wonderland 
valuations.  Merrill 
Research  Director 
Hiroshi  Nakagawa 
finds  no  shortage 
of  good  companies 
fetching  a  third  of 
the  average  price- 
earnings  ratio  of  70.  He  recomr 
Sankyo  Co.,  Japan's  No.  2  dnag  cor 
Its  new  antidiabetes  medicine,  Nf 
could  bring  in  $1  billion  annually 
its  scheduled  release  later  this  , 
Nakagawa  also  Hkes  Yamanouchi 
maceutical  Co.,  which  is  active  in  a 
otics,  cardiovascular  drugs,  and 
agents. 

But  don't  get  carried  away.  Wit. 
Japanese  financial  sector  on  the  r  t.s 
banks  and  Life  insurers  are  selling  s 
at  every  tiuTi — meaning  that  the  m 
could  lurch  lower  at  any  momei 
you're  willing  to  shoulder  the  risk, 
ever,  Japan  offers  some  opportui 
When  the  economy  eventually  turn 
comer,  the  white-knuckle  ride  may 
been  worth  it  after  all. 

By  Brian  Bremner  in  Tokyo, 
Joan  Warner  in  New  York 


BARGAIN 

With  the  y? 
and  the  Ni 
aihng,  loo 
companie.'' 
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pricing  po 
and  high- 
prowess 
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Durse,  no  one  would  make  a  decision  like  this 


lything  but  love.  But  once  you  do 
e,  use  the  Citibank  AAdvantage™ 
and  you'll  earn  one  AAdvantage 
on  American  Airlines®  for 


AAdvantage* 


CmBAN<0 


A7i\dA^ntage' 


4128  0012  3^5b  ISSO 

L  WALKER  VISA 


every  dollar  you  spend*  Which 
sure  could  take  the  edge  off  of 
having  to  pay  that  2  months  salary 
^    The  Citibank  AAdvantage 
card.  To  apply,  call  I-800TLY-4444. 


or  was  it  the  miles? 


m  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60.000  miles  per  calendar  year  American  Airlines  Advantage  Platinum' and  Advantage  Gold*  members  are  excluded  from  this  limit  American  Airlines, 
.  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  resen/es  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  av^ards,  and  special  offers  at  any  time  without 


WHERE 
to  INVEST 


BONDS 


This  RaUy  StiU  Has 
a  Full  Head  of  Steam 

With  bearish  economic  news  and  few  signs  of  inflation,  bond  yields  are  likely  to  fall  m( 


How  low  can  yields  go? 
That    is  the 
burning 
question 
among  bond  investors, 
in  light  of  the  explo- 
sive rally  in  fixed-in- 
come markets  since  last 
November.  With  bond  prices 
soaiing  on  the  evidence  that  the 
economy  has  slowed  sharply,  the 
yield  on  the  benchmark  30-year 
Treasury  has  plummeted  from  8.25% 
late  last  year  to  6.5%  on 
June  6.  Bond  yields  are 
plunging  abroad,  too.  And 
with  the  recent  spate  of 
bearish  economic  news,  fore- 
casters ai"e  betting  that  the  ral- 
ly won't  end  any  time  soon. 
While  the  European  markets 
offer  value,  fund  managers  and 
economists  believe  the  story  in 
the  U.  S.  is  the  most  compelling: 
"Invest  in  America,"  says  Madis  Sen 
ner,  manager  of  Van  Eck  Global  In- 
come Fund.  "Buy  bonds.' 

But  more  may  be  at  ^ 
work  here  than  just 
the  cyclical  slowdown  in 
the  economy.  Indeed,  the  current  rally 
may  reflect  a  fundamental  change  in 
economic  exjjectations  that  could  have  a 
long-terai  impact  on  interest  rates.  Foi- 
one  thing,  economists  are  becoming  con- 
vinced that  the  Federal  Resei"ve  has  fi- 
nally tamed  the  inflation  that  wi-eaked 
havoc  diuing  the  1970s  and  1980s.  Mor-e- 
over,  the  markets  beheve  the  Republi- 
can leadership  in  Congress  will  make 
good  on  its  pledge  to  slash  the  deficit. 
FAMILIAR  REFRAIN.  Economists  are  be- 
ginning to  argue  that  bond  yields  could 
move  back  toward  the  historical  i-ange 
of  the  1950s  and  1960s— roughly  2.5  to 
3.5  percentage  points  above  the  infla- 
tion rate.  That  comjjares  with  the  5-  to 
6-point  premium  investors  demanded 
during  the  1980s.  With  inflation  expect- 
ed to  tick  up  slightly  above  3%  this 
year,  Philip  Bravemnan,  chief  economist 
for  DKB  Securities  Corp.,  says  the  30- 
year  Tr-easury  now  has  room  to  dip  to 
around  6%.  Other  forecasters  ex])ect 


bigger  drops  over  the  long  run:  "Inves- 
tors are  going  to  see  long  bond  yields 
drop  below  5%  over  the  next  five 
years,"  says  Tokai  Bank  Ltd.'s  chief 
economist,  Robert  T.  McGee. 

Predictions  of  a  5%  long  bond  sound 
hauntingly  familiar  to  the  refrain  bond 
traders  sang  a  mere  18  months  ago  be- 
fore they  were  caught  flat-footed  by  a 
series  oi^  Fed  rate  hikes.  And  some  ex- 

THE  HUGE 
YIELD-CURVE  SHIFT 


3M0S.  6M0S.  lYR.  2  yR  3  YR,  SYR.  10  YR.  30  YR. 
A  PERCENT 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


perts  believe  the  current  surge  do( 
just  reflect  fundamentals.  They  say 
market  may  have  gotten  ahead  of 
because  of  short-covering  by  tr 
who  bet  wrong  and  heavy  buyin 
managei-s  of  mortgage-backed  sec 
funds.  As  homeowTiers  have  rush 
refinance  their  mortgages,  these 
managers  have  seen  the  val 
their  mortgage-backed  secu 
drop.  In  order  to  bolster 
returns,  fund  managers 
been    buying  long 
Ti-easuries.  "The  mar 
getting  a  Little  ft'othy 
and  forcing  a  lot  of 
pie  in  from  the  side 
says  LesHe  J.  Nan 
chief  fixed-income 
at  Massachusetts  F 
cial  Services  Co, 
why  some  econo 
believe  that 
yields  could  go 

up  toward  7%. 

With  the  steady  ch-umbeat  of  s- 
ing  economic  news,  a  correc 
seems  increasingly  unlikely.  It 
economy  is  beginning  to  shed  f 
industrial  production  is  falling, 
consumer  confidence  is  slipping.  Ind- 
the  Fed  could  cut  short-term  rates  ik 
half-point,  to  5.5%,  as  eai-ly  as  July, 
would  be  all  the  bond  market  neec^ 
take  off  again.  "I  expect  the  pow^ 
rally  to  continue,"  says  Vemon  R.  % 
back,  head  of  fixed  income  at  Bans 
Trust  Global  Investment  Managemjl 
What  does  this  mean  for  investli! 
With  interest  rates  trending  down  >  ■ 
the  long  run,  you  would  want  to  f 
Ti-easuries  with  long  maturities — i 
30-year  bonds.  That  gives  you 
biggest  potential  for  capital  gains, 
example,  if  you  bought  a  30-year  1] 
on  June  5  with  a  yield  of  6.53% 
rates  fell  immediately  to  6%,  the  f] 
of  the  bond  would  rise  10.5%— on 
of  the  stream  of  interest  paym- 
you'd  receive.  More  conservative, 
vestors  might  consider  buying  10] 
even  5-year  bonds,  which  are  less 
tile.  If  rates  do  go  back  up,  the  mal 
value  of  shorter-term  bonds  willK 


There's  more  to  the  future 
than  technology. 


Canon  believes  that  technology's  purpose — to  help  people  lead  more  fulfilling  lives — is  rendered  meaningless 
when  the  human  factor  is  ignored.  Which  is  why  Canon  devotes  considerable  resources  to  the  betterment 
of  people,  especially  the  young,  as  well  as  the  preservation  of  the  environment.  This  support  is  found  in  the 
funding  of  children's  sports  programs,  sponsorship  of  disabled  athletes,  assistance  to  the  needy,  and 
environmental  programs.  The  Canon  Greater  Hartford  Open  is  testament  to  Canon's  commitment. 
Through  the  years,  it  has  become  one  of  the  largest  charitable  contributors  on  the  PGA  TOUR. 
Canon's  concern  for  the  earth  and  the  people  who  live  on  it  are  as  genuine  as  its  efforts  to  expand 
the  boundaries  of  technology.  In  giving  consideration  to  all,  the  future  is  brighter  for  you,  for  Canon, 
and  for  a  small  child  learning  a  new  game  hundreds  of  years  old. 


See  the  Canon  Greater  Hartford  Open  on  ESPN,  'I'liur.,  June  22,  2-4  P.M. . 
&  Fri.,  June  23, 1-3  RiVI.  and  on  CBS,  Sat.  &  Sun,,  June  24  &  25, 4-6  P.M. 
For  ticket  information,  call  (203)  246-4GHO. : 


anon  U.S.A.,  Inc. 


ADVICE  &  DISSENT 

Tliey're  Tlie  McLauglilin  Group.  Each  with  a  view  that's  contentious 
and  contagious,  (clockwise  from  left)  Jack  Germond,  Clarence  Page,  John 
McLaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 

Made  possible  by  a  grant  from  GE. 


ThcMcLaUghlin  Group 

Check  y(  11.11  icicjl  h,^tlng  tor  .station  and  tunc. 

l/l/e  bring  good  things  to  life. 


U.S.  Stocks  Look  Different 
After  You've  Seen  the  World. 

In  today's  world  economy,  with  increased  foreign  markets  and 
competition,  G.T.  Global  believes  it  takes  a  global  perspective  to 
identify  U.S.  companies  with  the  strongest 
growth  potential.  That's  the  perspective 
we've  gained  after  25  years  of  investing  globally. 

The  G.T.  Global  America  Growth  Fund 

Our  investment  team  seeks  innovative,  small  to  medium-sized 
U.S.  companies  that  we  believe  have  the  strength  to  compete 
in  today's  integrated  world  market.  For  complete  information, 
talk  to  your  financial  adviser  or  call  G.T.  Global. 


Ask  for  the  G.T  Global  America  Gr(jwth  Fund  prospectus  for  more 
complete  information,  including  charges  and  expenses.  Please  read 
the  prospectus  carefully  before  investing  or  sending  money. 
G.T.  Global  Financial  Services,  Inc.,  Distributor. 


G.T.  GLOBAL 

tondon   Hong  Kong  Son  Francisco  Tokyo  Sydney  Singapore  Toronto 

WHEN  YOU  INVEST  FOR  YOUR  FUTURE,  THINK  GLOBAL... G.T  GLOBAL.^' 
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BONDS 


"BUYBONll 

If  you  belie^ 
rates  will  di 
you'll  want 
Treasuries  i 
the  longest 
maturity  ar 
biggest  pot( 
for  capital  [ 


less  than  the  market  value  of  30-t 
bonds.  But  with  the  fiat  yield  ci 
(chart,  page  100),  you'll  earn  aln 
the  same  interest  as  you  would  by 
ing  bonds  with  longer  maturities. 

Many  pros  are  finding  it  harder  ti 
cate  compelling  values  among  U.  S. 
porate  bonds.  They  worry  that  co: 
rates  no  longer  carry  enough  of  a 
premium  for  investors  to  spurn  T 
suries  in  favor 
of  corporates.  The 
spread  between 
the  two — historical- 
ly 0.75  percentage 
points  for  a  10-year, 
corporate  bond  rat- 
ed A  and  a  10-year 
Treasury — is  cur- 
rently 0.6  percent- 
age points.  If  the 
old  pattern  returns, 
buyers  of  corporate 
bonds  could  get 
burned.  "There's  no 
advantage  to  own- 
ing single-A-or-better  bonds,"  m, 
Daniel  J.  Fuss,  head  of  fixed  income  ^ 
Loomis,  Sayles  &  Co.  "The  excess 
come  is  so  narrow  that  if  spreads  \ 
en,  [the  bonds]  could  provide  lower 
turns  than  Treasuries  for  a  coupk 
years." 

STRONG  JUNK.  The  experts  urge  83 
caution  when  buying  junk  debt.  "If 
think  we're  going  into  a  recession,  tl 
where  the  risk  is  greatest  with  dece 
ation  in  credit  quality,"  says  Nanbi 
Still,  investors  who  are  willing  to  t 
some  risk  can  buy  junk  bonds,  part 
larly  companies  that  may  be  upgra( 
Fuss  has  been  buying  Digital  Eqi 
ment  Corp.'s  debt  issues,  notably 
8.625%  notes  maturing  in  2023  and^ 
7.75%  paper  due  in  2023.  dec  debt  i 
fetches  a  BB-  rating  from  Standan 
Poor's  Ratings  Group.  But  Fuss  thi 
dec's  success  with  its  Alpha  microi  jlj;'; 
cessor  soon  should  allow  the  compan;  w^n 
regain  investment-grade  status. 

Kingman  Penniman,  who  tracks 
junk  market  for  Duff  &  Phelps/MCMP; 
vestment  Research,  favors  Bal 
Health  &  Tennis'  13%  senior  subo' 
nated  notes  maturing  in  2003,  yield  s 
15.3%,  and  Showboat's  13%  senior  s  [ 
ordinated  notes  due  in  2009,  curreijii!,. 
yielding  12.4%. 

But  you  may  not  have  to  go  to  s 
risky  extremes  to  make  a  good  ret 
in  bonds  this  year.  With  the  econc 
slowing  and  inflation  subdued,  all  si 
suggest  the  market  rally  of  1995 
has  lots  of  life  left  to  it. 

By  Dean  Foust  in  Washington,  v 
Bill  Javetski  in  Paris  m-. 
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Intel  Pentium  "  processor 
24-bit  color  TFT  active  matrix 
16.7  million  colors 
ion  Bytes  (=686MB)  HDD 
Jvl,  upgradable  to  40MB 
■bus  video 

-'d  16-bit  Sound  Blaster"  compatibli 
stem 

tanced  Lithium  ion  battery 
ked  PC  Ord  slots 
•ell  or  one  Type  III) 
H"  integrated  pointing  device 
3.5"  I.44MB  floppy  drive  r°r 
9.9"  X  7.9"  X  2,0"  [%,^ 
Port  Replicator  ^-,^1 
ndows"  for  Workgroups, 
e'"  Power  Management 
■sse '  sofhvare  -jilj 
technical  support  — 
week/  24  hours  a  dav 


THE  NEW  ULTRAPORTABLE  PORTEGE. 

Introducing  the  Portege  610CT,  the  newest  member  of  the  award-winning  Portege  Series.  Now  you  can 
get  the  incredible  speed  of  a  90MHz  Pentium™  processor  in  an  ultraportable.  It's  packed  with  all  the  features 
youd  expect  in  a  full-size  computer.  A  Lithium  Ion  battery  provides  up  to  five  hours  of  use  without  a 
recharge.  Add  to  that,  a  spacious  720  Million  Byte  HDD,  a  large  9.5"  diagonal  color  display,  a  captivating 
sound  system  and  an  optional  Port  Replicator  for  one-step  connection  to  your  desktop. 
See  how  far  Toshiba  has  taken  portable  computing. 
And  think  where  it  can  take  you. 
Call  1-800-457-7777  for  your  nearest  dealer. 


fcSiSSiS& 

MVPf 


Pentium; 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba.  The  World's  Best  Selling  Portable  Computers. 

15  Toshiba  America  Information  Systems.  Inc  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporatic 
The  Portege  Series  has  won  1994  PC  Computing's  Product  of  the  Year  and  Portable  MVP  and  PC  Maga2ine  s  award  for  Technical  Excellence 


The  number  to  call  starts  with 


900-555- 


When  you  need  help,  one  thing  is  certain,  h  starts  with  900-555,  the  900  exchange  reserved 
exclusively  for  business.  900-555  numbers  are  the  fastest  way  to  get  in  touch  with  Novell,  Lotus, 
Ricoh,  A.M.  Best  Company  and  other  leading  companies  for  direct  access  to  the  business  infor- 
mation anci  technical  support  you  need,  whenever  and  wherever  you  need  it.  At  prices  you  can 
trust.  That's  900-555.  It's  ail  business  and  it's  only  from  AT&T.  For  companies  using  900-555, 
V  -eck  the  list  at  the  right.  Or,  for  a  more  complete  list,  call  1  800  655-1366,  Ext.  600. 


AT&T.  For  the  life  of  your  business:' 


'invest       MUNICIPAL  BONDS 


900-555- 


Wm  Tax  Reform  KiU 
Munis'  Allure? 

laybe-but  right  now  they're  still  a  tasty  investment 

sues  in  1995,  less  than  half  the  $292  bil- 
lion issued  in  1993. 

Moreover,  munis  currently  offer  excel- 
lent value  relative  to  Treasury  bonds. 
Muni  yields  are  now  close  to  86%  of 
Treasuries.  That  means  that  after  ad- 
justing for  taxes,  munis  yield  far  more. 
"People  vdll  recognize  the  rela- 
tive  value  in  munis," 
says  Richard  J.  Moynihan, 
head  of  the  municipal-secur- 
ities division  at  Dreyfus 
Coi-p.  He  sees  muni  prices 
rising  so  that  yields  fall  to 
around  83%  of  Treasuries. 
In  fact,  demand  for  munis  is  abeady 
picking  up — even  for  California  secur- 
ities. One  indication:  Investors  snapped 
up  a  $1.25  bilhon  offering  at  the  end  of 
May  by  California's  Foothills/Eastern 
Transportation  Corridor  Agency  to  fi- 
nance new  roads. 
"The  oversub- 
scription [for 
bonds]  was  ex- 
traoi*dinaiy,"  says 
Paul  C.  Williams, 
head  of  invest- 
ment strategies 
and  research  at 
John  Nuveen  & 
Co. 

If  the  econo- 
my continues  to 

slow,  further  declines  in  overall  rates 
stand  to  help  aU  muni  buyers.  Moynihan 
says  investors  could  take  extra  advan- 
tage of  falling  rates  by  buying  bonds 
ti*ading  at  a  premium.  These  bonds  have 
coupons  higher  than  those  on  new  is- 
sues, so  issuers  might  refund  them  if 
rates  continue  to  fall.  Such  a  move 
would  boost  the  price  of 
the  high-coupon  bonds. 

With  tax-reform  pro- 
posals buffeting  municipal 
bonds,  the  mai-ket  is  like- 
ly to  remain  unsettled 
throughout  1995.  But  at 
this  time,  the  lures  of 
munis  are  still  greater 
than  the  pitfalls. 

By  Kelley  Holland  in 
New  York 


Iuni  investors  had  reason  to 
cheer  at  the  beginning  of 
1995.  There  were  widespread 
expectations  that  new  muni 
js  would  be  few  and  far  between, 
yers  raced  into  the  market  antic- 
a  scarcity  that  would  drive  up 

things  haven't  worked  out  that 
1  Washington,  there  has  been  se- 
alk  of  tax  reforan,  which  would 
the  key  tax  advantages  of  mu- 
ly  substantial  change  is  not  going 
ood  for  the  value  of  an  outstand- 
j-term  muni  bond,"  warns  James 
ler,  head  of  the  tax-exempt  bond 
jment  division  of  Bank  of  New 
)o.  And  in  Cahfomia,  acrimoni- 
gotiations  on  restructuring  the 
■  bankrupt  Orange  County  have 
mil  over  that  state's  entii'e  muni 
Munis,  while  rising  in  price 
vith  all  bonds,  have  performed 
;han  Treasuries. 

tIGHT  SIDE.  But  there  are  still 
;asons  to  consider 
First,  predictions 
nuni  issuance  have 
true — in  spades, 
underwriters  all 
all  Street  are  cry- 
heir  beer  over  the 

of  new  deals,  and 
Dod  news  for  Main 
The  Public  Secui-- 
sn.  expects  rough- 

bilHon  in  new  is- 


ACTION 


HANG  IN 

Yields  are  high 
relative  to 
Treasuries,  so 
there's  ever\^ 
reason  to  stick 
with  munis 


DRYING  UP 

NEW  ISSUES  OF  MUNICIPAL  BONDS 


A  BILLIONS  OF  OOLURS  PRELIMINARY 
DATA  PUBLIC  SECURITIES  ASSN.,  SECURITIES  DATA  CO 


Here  are  just  a  lew  ot  the 
companies  you  can  call  for 
help  and  information: 

Novell  Technical  Services 
WordPerfect  Support 
900-555-4010 

(First  min.  free/$2  each  add  !  min.) 

State  of  Michigan 
Security  Guard  Clearance 
900-555-9700  ($5  per  call) 

STAC  Electronics 
Premier  Technical  Support 
900-555-STAC  ($2.50  per  min.) 

Ricoh 

Printer/Fax  Product  Support 
900-555-RICOH  ($10  per  call) 

AT&T  Directory  Assistance 
900-555-1212 

(75^  for  2  long  distance  domestic 
listings;  $1.99  for  1  International  lisnng. 
Introductory  prices.) 

Borland 

Paradox  for  Windows  Software  Support 
900-555-1006 

(First  min.  free/$2  each  add'l  min.) 

AM.  Best  Company 
Insurance  Company  Ratings 
and  News  Products 
900-555-BEST($2.95  per  call) 

State  of  New  York 
Medicaid  Provider  Line 
900-555-2525  (85<t  per  min.) 

Lotus  Development  Corporation 
Customer  Support  &  Service 
900-55-LOTUS  ($2.95  per  min.) 

State  of  Colorado 
Incorporation  Information 
900-555-1717($1.50  per  min.) 


AT&T 


toTnIVst  mutual  funds 


Hang  On:  More  Surprises 
On  the  Way 

In  the  first  half,  funds  missed  much  of  the  Dow's  ascent.  What's  next? 


i- 

lii 

investing  in  Treasuries  took  the  to;  tatl) 
with  an  11.5%  average  return,  b(  iof 
by  the  poweiful  rally  in  the  bond  lO 
ket.  But  many  government  bond  udo 
managers,  having  built  up  more  &  m 
vative  positions  in  short  and  intei  ned 
ate  maturities  in  the  wake  of  last 
market  rout,  didn't  participate  in 
of  the  rally.  World  bond  funds  ca|ss 
second,  gaining  10.2%. 
"RELATIVELY  CHEAP."  Indeed,  it  wit  i 
cusing  on  the  long  teiTn  that  pre  Hp 
some  of  the  best  returns.  The  $25f 
lion  Benham  Target  Maturities 
which  buys  long-term  zero-couponljek 
Treasuries,  was  the  best-perfoi  u 
fund,  up  33.6%.  Going  long  also  pj 
for  fund  manager  Daniel  J.  Fuss 
manages  the  $134  million  Loomis 
Bond  fund,  as  well  as  the  $27  nfcai 
Managers  Bond  fund,  both  strong 
foiTners.  The  Loomis  Sayles  fund 


T 


[he  first  half  of  1995  has  been 
Ml  of  surprises  for  mutual-fund 
investors.  The  Dow  Jones  in- 
dustrial average  rose  faster-  and 
further  than  anyone  anticipated,  gaining 
neai'ly  17%  as  of  June  6.  The  bond  mar- 
ket stunned  investors  vidth  a  rip-roaring 
rally  that  sent  the  yield  on  the  30-year 
Treasury  bond  down  to  6.5%',  its  lowest 
point  in  15  months.  Despite  all  of  the 
record-breaking,  the  average  equity  ftmd 
return,  at  10.2%.,  fell  far  short  of  the 
17.3%'  total  return  of  the  Standard  & 
Poor's  500-stock  Lnde.x.  And  in  a  quii-k  of 
financial  fate,  equity  funds  were  out- 
performed by  bond  funds  that  focus  on 
investments  that  were  considered  rath- 
er humchiim  until  recently — U.  S.  Treas- 
ury securities. 

Much  of  the  gain  in  equity  mutual 
funds  was  generated  by  a  naiTow  slice 
of  stocks,  mainly  large-capitalization 
grovi^h  stocks  and  tech- 
nology issues.  Excite- 
ment in  the  volatile 
tech  sector  isn't  unusu- 
al. But  the  sector  still 
held  surprises,  as  the 
cycle  of  demand  in  the 
semiconductor  industiy 
extended  well  past  ana- 
lysts' ex-pectations.  That 
persistent  outperfor- 
mance  led  to  some  of 
the  year's  biggest  gains, 
such  as  the  eye-popping 
452%  total  return  from 
the  $750  million  Fidelity 
Select  Electronics  Fimd. 
NEW  FLOW.  While  indi- 
vidual tech  funds  pro- 
duced the  biggest  total 
returns,  funds  that  fo- 
cus on  financial  stocks 
had  the  best  average 
performance — a  20.3% 
total  return.  Financial 
institutions  benefited 
from  growth  in  lending, 
improved  trading  prof- 
its, and  a  boost  in  fee 
income  and  credit-card 
profits  as  a  result  of  a 
higher  prime  rate. 


Staying  at  home  was  another  strate- 
gy that  paid  off  for  equity  players.  U.  S. 
diversified  equity  funds  returned  12.9% 
as  of  June  2,  compared  with  0.74%  for 
funds  that  invest  in  foreign  stocks.  Ste- 
ven Norwitz,  spokesman  for  T.  Rowe 
Price  Investment  Services  Inc.,  says  the 
biggest  shift  in  fund  flow  at  his  firm 
thus  fai-  in  1995  has  been  out  of  interna- 
tional funds  and  into  domestic  funds. 
The  worst  retui'ns  showed  up  in  funds 
targeting  Latin  America,  Japan,  India, 
and  gold. 

Bond  funds  did  a  di'amatic  about-face 
from  1994,  when  virtually  eveiy  catego- 
i-y  of  bond  fund  was  in  negative  tenito- 
i-y.  But  in  1995's  fii'st  half,  evei-y  catego- 
ry sported  positive  returns.  Only  two 
fund  gi'oups — short-teiTn  world  income 
and  government  adjustable-rate  mort- 
gage— failed  to  generate  a  return  of 
more  than  8%.  Government  bond  funds 


Gei 


EQUITY 
FUNDS: 
THE  STARS, 
THE  DOGS, 
THE  GIANTS 


Tech  funds  were 
the  stars  of  the 
first  half,  though 
funds  investing 
in  financial 
stocks  fared 
'ell.  But  funds 
"eign  stocks 
duds.  And 
gold  bugs  got 
clobbered 


WINNERS 


FIDELITY  SELECT  ELECTRONICS 


Total  Return* 
45.21% 


ALLIANCE  TECHNOLOGY  A 


SELIGMAN  COMM.  &  INFO.  A 
PERKINS  OPPORTUNITY 


33.41 
33.1 0' 


WASATCH  MID-CAP 


SIFE  TRUST 


FIDELITY  SELECT  AIR  TRANSPORTATION  31.94 
ROBERTSON  STEPHENS  VALUE  +  GROWTH  30  35" 
FIDELITY  SELECT  COMPUTERS  30.02 


EXCEL  MIDAS  GOLD  29.52 
SELIGMAN  HENDERSON  GLOb!^ TECH.  A  27.47 


FIDELITY  SELECT  ENERGY  SERVICE 
FIDELITY  SELECT  REGIONAL  BANKS^ 
ROBERTSON  STEPHENS  CONTRARIAiiiu 

iiEt 


RYDEX  NOVA 


RETIREMENT  PLANNING  FIN.  VALUE 


JOHN  HANCOCK  NATL.  AVIATION  &  TECH.  A  27.07 
FIDELITY  SELECT  HOME  FINANCE  26.86 


FIDELITY  SELECT  TECHNOLOGY 
ENTERPRISE  MANAGED 


IDEX  II  AGGRESSIVE  GROWTH  A  26.65 
GAM  GLOBAL  26.61 
JOHN  HANCOCK  GLOBAL  TECH^  A  26.12 


ARROW  EQUITY 


GAM  INTERNATIONAL 
ALLIANCE  PREMIER  GROWTH  B 


BRUCE 
CLIPPER 


25.93 
25.93 


JOHN  HANCOCK  REGIONAL  BANK  B 


FIDELITY  SELECT  FINANCIAL  SERVICES  25.88 
RETIREMENT  PLANNING  GROWTH  B  25.86 


FPA  CAPITAL  J[j,| 
RYDEX  OTC  " 
NEW  YORK  VENTURE  A 


ALGER  CAPITAL  APPRECIATION  25.27 
QUEST  FOR  VALUE  OPPORTUN ITY  A  25.25" 
FIDELITY  SELECT  DEFENSE  &  AEROSPACE  25.22 


MAS  VALUE 


1 


MERRILL  LYNCH  GROWTH  FOR  INV.% 
AMERICAN  CAPITAL  EXCHANGE 


m 
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•Appreciation  plus  reinvested  dividends  and  capital  gains  through  June  2 
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jrage  maturity  of 
ears  and  is  call- 
ted. 

.d  funds  also  prof- 
y  going  overseas 
i  for  profits.  The 
million  SEi  Inter- 
al  Fixed-Income 
id  gained  20.5% 
!  first  half,  thanks 
ng  interest  rates 
I  falling  dollar, 
jf  the  fund's  hold- 
■e  AAA-rated  for- 


HOW  EO 


Total  Return* 


Total  Return* 


eatly  from  the 
i  of  the  dollar 
t  German,  Japa- 
md  other  curren- 
ecently,  the  fund 
irted  to  shift  out 
German  market  and  into  the 
of  more  peripheral  European 
:s  such  as  Italy  and  Spain. 
r  did  the  megafunds  fare?  All  but 
le  25  largest  equity  funds  saw 
•digit  gains.  The  $11.7  bilLion  Van- 
Windsor  fund  led  the  pack  with 
5%  return.  Tech-heavy,  $41.8  fi- 
delity Magellan  came  in  second, 
Jig  18.2%.  But  only  4  of  the  25 
funds  managed  to  beat  the  S&P 
3tum. 

first-half  performance  numbers 
ttany  tech  investors  wondering 
;r  they  should  run  for  the  exits. 

near  tenn,  many  fund  managers 


SPECIALTY-FINANCIAL 

20.29% 

INCOME 

10.50% 

SPECIALTY-TECHNOLOGY 

17.21 

SPECIALTY-NATURAL  RESOURCES 

9.75 

GROWTH  &  INCOME 

14.72 

SMALL-COMPANY 

9.63 

EQUITY-INCOME 

13.35 

SPECIALTY-MISCELLANEOUS 

7.43 

GROWTH 

13.30 

WORLD 

5.99 

BALANCED 

12.19 

PACIFIC 

1.51 

ASSET  ALLOCATION 

11.05 

FOREIGN 

0.74 

SPECIALTY-HEALTH 

10.99 

SPECIALTY-PRECIOUS  METALS 

-0.31 

MAXIMUM  GROWTH 

10.95 

EUROPE 

10.56 

SPECIALTY-UTILITIES 

10.51 

es,  LSI  Logic,  and  Ap- 
plied Materials. 

Some  fund  managers 
are  playing  it  safe, 
though.  Michael  W. 
Powers,  who  runs  the 
$356  million  Columbia 
Balanced  Fund,  is 
underweighting  the 
technology  sector  com- 
pared vdth  the  technol- 


Appreciatlon  plus  reinvested  dividends  and  capital  gains  through  June  2 


expect  a  bumpy  ride.  Paul  H.  Wick, 
who  runs  the  second-best  performing 
tech  fund,  Seligman  Communications  & 
Information  A,  has  turned  neutral  on 
tech  for  the  short  term  but  is  bullish 
for  the  second  half.  (Investoi'S  who 
want  to  jump  into  his  fund  will  soon 
be  out  of  luck:  It  will  be  closed  to  new 
investors  as  of  July  15.)  Bairy  Gordon, 
who  runs  the  $85  million  John  Hancock 
Global  Technology  Fund,  is  another  tech 
bull.  "I  still  feel  that  technology  stocks 
are  relatively  cheap,"  he  says.  "More 
products  are  using  more  semiconduc- 
tor chips  than  ever  before."  Some  of 
his  favorite  stocks:  Integrated  Devic- 


s&p  index.  Along  with 
other  fund  managers, 
he  is  moving  into  en- 
ergy service  and  oil 
stocks.  Powers  sees  the 
out-of-favor  s&P  Oil 
Group  as  "an  unexploit- 
ed  area  that  won't  get 
bailed  out  by  rising 
prices  but  is  focusing  on  cost-efficiency 
and  getting  rid  of  businesses  that 
aren't  doing  well."  Baker  Hughes  is 
his  fund's  largest  holding;  if  he  could 
only  hold  one  oil  stock  for  a  long  time, 
however,  he'd  pick  Royal  Dutch/Shell 
Group. 

FOREIGN  TEST.  While  technology  stocks 
have  some  managers  nervous,  fund  man- 
agers are  still  enthusiastic  about  finan- 
cial stocks.  Ronald  C.  Ognar,  who  inins 
the  $330  Strong  Growth  Fimd,  has  been 
buying  up  niche  companies  such  as 
Green  Ti-ee  Financial  Corp.,  First  USA, 
MGic,  and  MBNA.  "These  companies  are 
growing  at  20%,  and  most  of  the  public 


LOSERS 

LARGEST 

Total  Return'* 

Total  Return* 

Total  Return* 

Billions 

Yr-to-date  5-yr.  avg. 

fUND-MEXICO 

-34.00 

MORGAN  STANLEY  INSTL.  JAPANESE  EQUITY  -12.21 

FIDELITY  MAGELLAN 

$41.81 

18.22%  14.74% 

RITAGE 

-25.88 

VAN  ECK  INTL.  INVESTORS  GOLD  A       -1 1 .64 

INVESTMENT  COMPANY  OF  AMERICA  21 .20 

14.10 

10.63 

ICUS  JAPAN  OTC  COMM. 

-24.20 

RYDEXURSA  -11.46 

WASHINGTON  MUTUAL  INVESTORS 

14.42 

17.50 

11.21 

IT  LATIN  AMERICAN  EQuTtY 

-22.89 

lULL  &  BEAR  GOLD  investors'         -1T.31  " 

'fidelity  PURITAN 

13.20 

9.64 

12.64  " 

CES  GOLD 

-21.25 

STEADMAN  AMERICAN  INDUSTRY         -1 1 .22 

VANGUARD/WINDSOR 

11.71 

18.82 

12.07 

LEY  LATIN  AMERICAN  A 

-20.91 

CAPSTONE  NIKKO  JAPAN  -11.01 

INCOME  FUND  OF  AMERICA 

11.51 

14.41 

11.72 

RATEGIC  INVESTMENTS 

-20.39 

SCUDDER  LATIN  AMERICA  -10.43 

VANGUARD  INDEX  500 

11.28 

17.26 

11.08 

IN  AMERICAN  VALUE 

-20.00 

T.  ROWE  PRICE  JAPAN  -9.67 

FIDELITY  ASSET  MANAGER 

11.02 

7.57 

12.15 

IRICA  GROWTH  A 

-19.56 

DFA  JAPANESE  SMALL  COMPANY  -9.19 

FIDELITY  GROWTH  &  INCOME 

10.84 

13.60 

14.71 

H  LATIN  AMERICA  B 

-19.48 

BLANCHARD  EMERG.  MKTS.  GRTH.  &  INC.  -9.17 

JANUS 

10.74 

13.37 

11.91 

1  AMERICAN  GROWTH 

-19.15 

UST  MASTER  EMERGING  AMERICAS  -8.95 

TWENTIETH  CENTURY  ULTRA  INV. 

10.58 

12.03 

19.82 

AMERICA 

-19.14 

MONITREND  GOLD  -8.91 

FIDELITY  CONTRAFUND 

10.26 

15.06 

19.14 

i  AMERICA 

-17.38 

VANGUARD  SPEC.  GOLD  &  PREC.  METALS  -8.88 

VANGUARDAVELLIN6T0N 

9.90 

16.70 

11.09 

-17.16 

FIDELITY  JAPAN  -8.75 

FIDELITY  EQUITY-INCOME  11 

9.39 

12.02 

NA 

E  LATIN  AMERICA 

-16.21 

PIMCO  ADV.  INSTL.  BUIRLOGIE  EMER.  INST.  -8.47 

EUROPACIFIC  GROWTH 

9.05 

5.30 

10.38 

(L  GREATER  INDIA 

-16.14 

PAINEWEBBER  ATLAS  GLOBAL  GROWTH  A  -7.90 

VANGUARD/WINDSOR  II 

8.94 

18.20 

11.71 

GREATER  INDIA 

-16.06 

MITCHELL  HUTCH/KIDDER  EMER.  MKTS.  EQ.  A-7.27 

FIDELITY  EQUITY-INCOME 

8.31 

14.31 

12.81 

EAN  TECH.  &  GROWTH 

-14.10 

KEYSTONE  PRECIOUS  METALS  HOLDINGS  -7.22 

DEAN  WIHER  DIV.  GRTH.  SECS 

7.54 

16.73 

10.48 

iPAN  GROWTH  A 

-13.09 

MORGAN  STANLEY  INSTL.  EMER.  MARKETS  -6.82 

NEW  PERSPECTIVE 

7.50 

10.93 

11.31 

PITAL 

-12.65 

MORGAN  GRENFELL  INTL.  SM.  CAP  EQUITY  -6.68 

PUTNAM  FUND  FOR  GRTH.  &  INC.  A  6.75 

17.06 

11.80 

)lus  reinvested  dividends  and  capital 

gains  through  June  2                DATA:M0RNINGSTAR  INC. 

*As  of  June  2  **lncludes  dividends  and  capital  g 

ains 
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hasn't  even  heard  of  them,"  he  says. 

Equity  fund  managers  with  a  stom- 
ach for  risk  are  venturing  overseas, 
even  into  Latin  America,  where  they 
believe  the  worst  is  over.  The  $565  mil- 
lion Robeitson  Stephens  Contrarian 
Fund  plans  a  slow  move  into  emerging 
markets.  For  the  long  tenn,  fund  man- 
ager Paul  H.  Stephens  likes  Latin 
America,  parts  of  Southeast  Asia,  and 
parts  of  Africa.  Currently,  however, 
many  of  his  holdings  are  in  Canada. 
His  fund's  28.1'%  return  is  largely  ex- 
plained by  a  holding  in  Diamond  Fields 
Resomx-es  Inc.,  a  Canadian  mining  com- 
pany whose  stock  has  climbed  from 
about  4  to  71%  since  the  company's  dis- 
covery of  major  nickel,  copper,  and  co- 
balt deposits  last  year.  An  investment 
in  Diamond  Fields  also  pi'opelled  the 
$8.6  million  Excel  Midas  Gold  Shares 
Fund  to  a  total  return  of  30%,  while 
many  of  its  peers  suffered  double-digit 
losses. 

Gold  bugs  may  be  depressed,  but 
bond  traders  are  feeling  totally  flum- 
moxed. Eveiy  week,  market  sentiment 
seems  to  shift  with  the  latest  economic 
statistics.  There  was  some  "good"  news 
lately  for  bond  investore:  Signs  of  a  rap- 
idly slowing  economy  mean  that  the 
possibility  of  recession  cannot  be  naled 
out.  That  raises  the  prospect  of  an  inter- 
est-rate cut  by  the  Federal  Reserve 
sometime  in  the  year's  second  half — a 
boon  for  many  bond  funds. 
"STAYING  POWER."  While  unwilling  to 
write  off  a  continuing  bond  rally,  many 
fund  managers  are  taking  defensive  po- 
sitions. Loomis  Sayles's  Fuss  says  the 
second  half  of  1995  will  be  a  "tougher 
time."  He  is  gradually  building  posi- 
tions that  aren't  so  closely  tied  to  gyi'a- 
tions  in  the  U.  S.  bond  market,  without 
giving  up  potential  gains  from  a  fur- 
ther rally  in  the  U.S.  He  will  probably 
buy  more  Canadian  paper  and  recently 
sold  some  long  zero-coupon  bonds  in 
Managers  Bond  and  invested  the  money 
in  3.5-year  BBB-rated  paper.  But  "it's 
too  soon  to  say  that  this  is  it  and 
leave,"  he  says.  "This  rally  has  staying 
power." 

Will  the  laws  of  gi^avity  hit  the  fi- 
nancial markets  in  1995's  second  half? 
Fund  managers  argue  that  increased 
productivity  will  support  continued 
strong  eaiTiings  gains  in  many  sectors  of 
the  economy,  even  if  gi'owth  slows  fur- 
ther. And  if  that  hapj^ens,  an  upside  for- 
bonds  could  be  in  the  cards.  But  only 
one  thing  seems  clear  in  today's  topsy- 
turvy financial  markets:  Investors  are 
likely  to  experience  even  more  surpris- 
es in  1995's  second  half. 

By  Suzanne  Woolley  in  New  York 


GOVERNMENT-TREASURY 
CORPORATE-GENERAL 


HOW  THE  BOND  FUNDS  FARED 
IN  THE  FIRST  HALF 


D  CROUPS 


GOVERNMENT-GENERAL 


WORLD 

GOVERNMENT-MORTGAGE 


CONVERTIBLE 
CORPORATE-HIGH  YIELD 


10^43       CORPORATE-HIGH  QUALITY 
10^25       SHORT-TERM  WORLD  INCOME 

9.74       GOVERNMENT-ADj.  RATE  MTG. 

9.62  lj}.tiii^t.V.&2.i^li&MaiMuinii..i 

9.56 


ALL  TAXABLE  FIXEO-INCOME| 


Total  Re 

9.; 

8. 

2.1 
2. 


TAXABLE  BOM)  FINDS 


THE  BEST  Total  Return* 

BENHAM  TARGET  MATURITIES  2020  33.62% 


THE  WORST  Total  Re 

GOVEH  DEVELOPING  MARKETS  BOND     -1 6 


BENHAM  TARGET  MATURITIES  2015  29.78 
BENHAM  TARGET  MATURITIES  201 0  25.08 


ASTRA  ADJUSTABLE  RATE  SECURITIES  l-A  -15 


FIDELITY  NEW  MARKETS  INCOME 


RYDEX  U.S.  GOVERNMENT  BOND  22.77 
SMITH  BARNEY  INVESTMENT  GRADE  BOND  B  22.10 


FIDELITY  ADVISOR  EMERG.  MARKETS  INC.  A 


ALLIANCE  WORLD  INCOME 


BENHAM  TARGET  MATURITIES  2005  21 .21 
MONITOR  MORTGAGE  SECURITIES  TRUST  20.91 


ALLIANCE  MULTI-MARKET  STRATEGY  B 


ALLIANCE  SHORT-TERM  MULTI-MARKET  B  -1 


SEI  INTERNATIONAL  FIXED-INCOME  A  20.52 
MANAGERS  BOND  20.38 


ASTRA  ADJUSTABLE  U.S.  GOVT.  SECS  I 


VAN  KAMPEN  MERRITT  S/T  GLOBAL  INC.  B  0 


PIMCD  LONG-TERM  U.S.  GOVT.  INSTL.  19.81 
RUSHMORE  U.S.  GOVT.  LONG-TERM  1 9.21 
LAZARD  INTERNATIONAL  FIXED  INCOME    1 8.98 


MIDWEST  STRATEGIC  TREASURY  TOT.  RETN.  A 


SCUDDER  SHORT-TERM  GLOBAL  INCOME 
PERMANENT  PORTFOLIO  TREASURY  BILL  2 


STATE  ST.  RESEARCH  INTL.  FIXED  INC.  C  1 8.62 
LOOMIS  SAYLES  BOND  18.47 
FIDELITY  SPARTAN  LONG-TERM  GOVT.  18.25 


RSI  RETIREMENT  TRUST  SHORT-TERM  INV.  2 


INSTITUTIONAL  ADJ.  RATE  GOVT.  INSTL. 


MITCHELL  HUTCH/KIDDER  ADJ.  RATE.  GOVT.  A 


THE  BEST 

CALIFORNIA  MUNI 


TAX-FREE  BOND  FINDS 


Total  Return*  THE  WORST  Total  Rel 

28.05%     STRONG  SHORT-TERM  MUNICIPAL  BOND  1 


SAFECO  CA  TAX-FREE  INCOME 


17.66 


MANAGERS  SHORT  MUNICIPAL 


2.1 


ALLIANCE  MUNI  INCOME  INSURED  CA  A  16.86       CALVERT  TAX-FREE  RESERV  LIMITED-TRM.  A  2 


ALLIANCE  MUNI  INCOME  CA  A  16.24 
SMITH  BARNEY  CA  MUNICIPALS  A         1 5.96 


DUPREE  KY  TAX-FREE  SHORT-TO-MEDIUM  2.1 
MERRILL  LYNCH  MUNICIPAL  LTD.  MATURITY  A  3 


ALLIANCE  MUNI  INCOME  INSURED  NATL.  A  1 5.92      FIRST  AMERICAN  LIMITED-TERM  T/F  INC  C  3. 


ALLIANCE  MUNI  INCOME  II  FL  C  15.83 
SMITH  BARNEY  MANAGED  MUNICIPALS  A  15.33 


VANGUARD  MUNICIPAL  SHORT-TERM  3. 
TWENTIETH  CENT.  TAX-EXMPT  SHORT-TRM  3. 


ALLIANCE  MUNI  INCOME  NATIONAL  A     1 5.1 5 


BERNSTEIN  SHORT  DUR.  NY  MUNICIPAL  3. 


VOYAGEUR  FL  INSURED  TAX-FREE  A  14.98 


COLORADO  BONDSHARES 


3.1 


ALLIANCE  MUNI  INCOME  II  PA  B  14.95 
SAFECO  MUNICIPAL  BOND  14.87 


BERNSTEIN  SHORT  DUR.  CA  MUNICIPAL  3. 
BERNSTEIN  SHORT  DURATION  DIVR  MUNI  3. 


FRANKLIN  AZ  INSURED  TAX-FREE  INC0ME14.66       GOLDMAN  SACHS  SHORT  DUR.  TAX-FR.  INSTL3; 


VOYAGEUR  CA  INSURED  TAX-FREE  A  14.62  PACIFICA  SHORT-TERM  CA  TAX-FREE  3. 
BLANCHARD  FLEXIBLE  TAX-FREE  BOND   14.58       PACIFIC  CAPITAL  T/F  SH-INTERM  INSTL  3.1 

'Appreciation  plus  reinvested  dividends  and  capital  gains  through  June  2  DATA:  MORNINGJ 
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Equitable  is  The  Equitable  Life  Assufance  Society  of  the  United  States,  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  Equitable  or  Equitable  Variable  Life 
Insurance  Company,  New  York,  NY  10019  Mutual  funds,  variable  annuities  and  variable  life  insurance  are  distributed  through  Equico  Secuiities,  Inc ,  Nevn  York,  NY  10019  and  are  offered  by  prospectus  only  GE  94-196 


\ou  know  you  can  live  alone  and  love  it.  Tlie  question  is:  Can  you  live  a  lon^  tune  and  altord  it? 
Can  you  depend  on  your  job?  Profit  sliariiig?  Pension Social  security?  iVlaylie. 
So  skould  you  talk  to  Ecjuitable?  Absolutely 

Let  us  introduce  you  to  an  array  ol  mutua  1  funds,  variable  annuities  and  lile  insurance  —  ideas  tliat 
kelp  you  plan  tlie  luture  —  some  tliat  even  lielp  defer  taxes. 

If  you  want  to  find  out  more  akout  tliese  products,  including  cliarges  and  expenses,  ask  your  agent 
for  a  prospectus.  Be  sure  to  read  it  carefully  kefore  you  invest  or  pay  money. 

Or  call  8oo  5(jo-5(j^5  today.  It  may  be  tlie  single  most  important  tiling  you  do. 


%m  EQUITABLE 


w  e  r  over  tomorrow 


Special    Advertising  Section 


GEORGIA 

^^ilLITY  EDUCATION  -  AN  INVESTMENT  IN  GEORGIA'S  FUTU 


;f    luiovating  technology. 

Rcx'oliitioniziiig  lives. 

Pioneering  services. 

What  do  all  of  these 
have  in  common?  They're 
investments  being  made  today  in  Georgia's  educational  sys- 
tem. Education  is  the  top  priority  for  both  Georgia's  political 
and  private  leadership.  Providing  a  quality  education  system 
and  access  to  quality  programs  has  never  been  more  impor- 
tant because  Georgia  knows  investments  made  today  will 
affect  the  quality  of  our  people's  lives  now  and  in  the  future. 

Right  now,  Georgia  is  investing  in  the  future  by  giving  its 
people  access  to  advanced  education  through  the  HOPE 
Scholarship  Program.  HOPE  (Helping  Outstanding  Pupils 
Educationally)  is  a  unique  program  for  high  school  and 
college  students  rewarding  hard  work  with  financial  assistance 


in  degree,  diploma,  or  certificate  programs  at  any 
Georgia  public  or  private  college,  university,  or 
technical  institute. 

For  example,  if  a  Georgia  student  graduates 
from  high  school  with  a  "B"  average,  he  or  she  can 
qualify  for  free  tuition  and  books  at  any  public 
college.  It's  that  simple.  Scholarships  can  be 
renewed  for  your  sophomore,  junior  and  senior 


fop  teff  Georgia's 
future  looks  bright. 
%Q»om  leh:  Using 
technology  and  computers, 
a  Georgia  teacher  works 
with  young  students. 
Soltom  light  A  college 
education  is  just  one 
of  the  possibilities 

from  the  HOPE 
Scholarship  program. 


years  if  a  "B"  average  is  maintained.  No  other  ; 
offers  a  scholarship  program  with  the  reach  of  HC 
In  Georgia,  we  believe  the  best  way  you  can  he 
student  is  by  giving  them  hope,  so  we  made  it  in 
scholarship.  HOPE,  it's  a  good  thing. 

Georgia  is  also  at  the  forefront  of  the  nation  in 
use  of  advanced  telecommunications  to  improver 
quality  of  education  for  its  people.  One  prog 
made  possible  by  this  is  Distance  Learning,  anot 
aspect  of  Georgia's  investment  in  the  educatiJ 
system,  and  a  way  to  revolutionize  people's  if 
Using  a  sophisticated  telecommunications  netw;' 

Georgia  is  able  to  link  rural  schr 
with  urban  schools  and  colle. 
enabling  students  in  remote  areaf 
take  classes  that  are  not  availablts 
their  own  schools.  i 
Distance  Learning  puts  a  Geoi 
teacher  in  dozens  of  classrooms  at : 
same  time  via  the  Georgia  Statewide  Academic  and  Mec; 
System  (GSAMS).  A  variety  of  enrichment  courses  sucl. 
physics,  Russian,  and  abstract  art  can  now  be  taken 
students  no  matter  where  they  live  in  Georgia.  At  a  re 
Distance  Learning  training  session  for  educators,  one  teaa 
was  so  impressed  with  the  benefits  of  the  technology  be 
her,  she  was  prompted  to  say  it  would  allow  her  a  real  chi 
to  make  a  difference  for  the  future.  The  New  York  Times  < 
Georgia's  Distance  Learning  "the  most  sophistic, 
program  of  its  kind  in  the  nation."  No  other  state 
invested  as  much  in  Distance  Learning  —  that's  ' 
Georgia's  at  the  head  ot  the  class. 

Investing  in  our  greatest  natural  resourcf 
our  people.  Building  an  educated  and  qu;] 
work  force  for  the  future.  Giving  students  HC 
That's  Georgia's  goal  for  today,  tomorrow  and| 
21st  century.  Affecting  ordinary  people's  live 
bringing  a  better  quality  of  life  to  everyone  Irj 
in  the  state  is  just  what  Georgia  does  best. 


Oi  course  it  would  be  nice.  It  would  be  nice,  tor  example,  it  you  could  spend  less 
time  getting  to  work  and  less  money  doing  it.  It,  say,  when  you  lett  work,  you  could 
spend  less  than  an  hour  getting  from  your  parking  deck  to  a  state  park. 
Well,  that's  the  way  things  are  in  Georgia.  It's  a  nice  twist  on  the  old  "increased  hassle, 
increased  cost "  trend  that  seems  to  be  sweeping  so  much  of  the  rest  ot  the  nation.  Not 
only  is  the  living  easy  here  in  Georgia,  but  the  iwt  ot  living  is  below  the  national  average. 
(Compare  that  to  many  cities,  where  costs  can  be  as  much  as  30%  hujher.) 
And  ot  course,  when  living  costs  less,  doing  a  thriving  business  costs  less,  too.  It's  our 
way  ot  lite,  and  we  d  be  happy  to  tell  you  more  about  it.  To  find  out  more,  write 
Charles  Gatlin  at  the  Georgia  Department  ot  Industry,  Trade  and  Tourism,  Dept.  BSW, 
P.O.  Box  1 776,  Atlanta,  Georgia  30501 .  Or  call  us  at  (404)  656-9306. 


GBOROA 


WHERE 
TO  INVEST 


GOLD 


This  Metal  Has 
Precious  Little  Shine 

With  the  price  stuck  in  neutral,  gold  offers  few  opportunities — and  plenty  of  risk 


Gold  bugs  are  calling  it  the  $400 
question:  What  will  it  take  to 
push  gold  prices  beyond  $400 
per  ounce?  For  more  than  five 
years,  whenever  gold  has  flirted 
with  that  level,  heavy  selhng  has 
slapped  it  down  again.  It  appears 
that's  not  about  to  change. 

Barring  some  huge  sur- 
prise— such  as  war,  finan- 
cial panic,  or  surging  infla- 
tion— ^gold  will  probably  stay 
within  a  narrow  range  just 
below  $400,  analysts  say. 
Any  raUies  will  serve  as 
an  excuse  for  producers 
to  sell,  driving  prices  back 
down.  And  without  a  runup  in 
gold  prices,  most  mining  stocks  will 
probably  trail  the  broad  market.  Mean- 
time, mutual  funds  that  specialize  in 
precious  metals  still  haven't  recovered 
from  last  year's  11.6%  decline.  Coura- 
geous investors  seeking  to  diversify 
their  portfolios  might  sense  a  buying 
opportunity,  but  these  funds  may  not 
be  worth  the  risk.  "Staying  away  from 
them  is  probably  the  wisest  course  for 
most  investors.  They're  too  volatile," 
advises  analyst  Eileen  S.  Makoff,  who 
tracks  precious-metals  funds  at  Morning- 
star  Inc. 

NO  SIGN  OF  FEVER.  With  the  Federal 
Reserve  steadfast  in  controUing  inflation, 
the  U.  S.  economy  slowing,  and  Japan 
facing  deflation  as  the  yen  soars,  econo- 
mists doubt  gold  will  get  a  lift  anytime 
soon.  Even  currency-market  turmoil  has 
failed  to  buoy  gold's  price.  This  year's 
Mexican  peso  crisis  hasn't  driven  worried 
investors  into  gold.  Nor 
has  the  collapse  of  the 
dollar.  In  terms  of  yen 
and  German  marks,  gold 
prices  have  plunged. 

The  only  bright  spot  in 
the  gold  market:  funda- 
mentals. World  gold-mine 
production  dropped  0.6% 
in  1994,  the  first  decline 
since  1975,  and  analysts 
expect  mine  supplies  to 
edge  up  only  slightly 
over  the  next  few  years. 


GOLD  IS  GOING 
NOWHERE 


360  -  NEW  YORK  COMMODITY  - 
EXCHANGE  GOLD  FUTURES 
340          PRICE  PER  OUNCE  — 

Q  I         '         I  I  I  U 
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DATA:  BLOOMBERG  FINANCIAL  MARKCTS 


Even  with  the  addition  of  scrap  gold 
and  sales  from  central  bank  stockpiles, 
the  supplies  won't  keep  up  with  an  ex- 
pected 4%  annual  rise  in  demand 
through  1997.  Appetites  are  growing  in 
China,  India,  and  elsewhere  in  the  de- 
veloping world,  where  gold  jewelry  re- 
mains a  standard  for  investment  and 
adornment.  Traders  report  strong  buy- 
ing from  the  Pacific  Rim  every  time  the 
gold  price  dips  below  $375.  That  de- 
mand will  continue  to  limit  bullion's 
downside  risk,  says  Philip  Klapwijk,  sen- 
ior analyst  at  Gold  Fields  Mineral  Ser- 
vices Ltd.  But  since  the  demand  erodes 
whenever  the  prices  soar,  even  strong 
fundamentals  are  unlikely  to  support  a 
speculative  surge  for  very  long. 

So  how  can  investors  participate 
even  with  no  sign  of  gold  fever?  A 
handful  of  mutual-fund  managers  have 
crafted  defensive  strategies.  At  the 
$125  million  Scudder 
Gold  Fund,  manager 
Douglas  D.  Donald 
swears  by  bullion  as  a 
less  volatile  holding  than 
mining  stocks.  "It  has 
been  a  savior,"  he  notes. 
Donald  held  24%  of  the 
fund's  assets  in  bullion 
at  the  end  of  last  year's 
third  quarter.  When  gold 
stocks  tanked  in  the 
fourth,  he  sold  thousands 
of  ounces  to  meet  re- 


demptions. Now,  Donald  is  slow] 
building  his  metal  cache. 
At  the  SoGen  Gold  Fund, 
ager  Jean-Marie  Eveillard  is  t 
ing  defensively,  too.  His  largest 
ing  is  the  Swiss-based  Ban] 
International  Settlements.  A  blui 
outfit  controlled  by  the  world's  c 
banks,  bis  has  50%  of  its  ass< 
bullion — and  thus  provid 
indirect  gold  play  vnthou 
mining  risk.  Eveillard, 
has  "no  idea"  when  b 
prices  may  increase 
likes    preferred  s' 
of  Freeport-McM 
Copper  &  Gold 
which  offer  a  coupon  and  redeni 
value  indexed  to  gold  prices, 
-rrs  INSURANCE."  Such  defensive 
egies  offer  too  meager  an  upside 
tends  Henry  J.  Bingham,  who  maij 
Van  Eck  Associates'  $600  million 
national  Investors  Gold  Fund,  a  li 
investor  in  South  African  stocks 
gold  funds  tend  to  rise  when 
and   bonds  fall,   investors  se(^ 
maximum  diversifi- 
cation should  buy 
aggressive  funds, 
Bingham  contends. 
"It's  insurance,"  he 
adds. 

Other  metals  ma- 
vens  favor  mining 
stocks  for  similar 
reasons.  But  even 
they  recommend 
caution  when  pan- 
ning for  bargains 
among  the  dozens  of 
small  mining  issues 
from  Africa,  Asia,  South  America" 
Canada.  Instead,  they  advise  invei 
to  stick  with  well-capitalized,  effi 
producers. 

Of  the  46  gold  fimds  that  Momir  i 
follows,  all  but  four  own  Placer  T 
Inc.,  and  all  but  nine  hold  Ame 
Barrick  Resources  Corp.  They  ma; 
have  much  pizzazz,  but  with  gold 
in  neutral,  the  tried-and-true  path 
be  the  best  to  follow. 

By  Greg  Bums  in  Ch 
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PLAY  ITS 

Don't  iook 
payoff  soo: 
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With  Information  Like  This, 
Schwab  Can  Help  You  Be  A  Better 
Mutual  Fund  Investor. 


CHARLES  SCHWAB  MUTUAL  FUMU*  ^ 

Performance  Guic 


Four  powerful  investment  tools  available  only  at  Schwab. 

At  Charles  Schwab,  we  want  you  to  be  as  smart  about  mutual  fund  investing  as  possible.  That's  why 
we  provide  you  with  the  kind  of  information  you  need  to  help  you  choose  the  funds  that  may  be  best 
for  you. 

Get  Valuable  Information.  Our  Mutual  Fund  Selection  Planner  helps  you  define  your 
investment  objectives.  Then,  our  Mutual  Funds  Performance  Guide"  gives  you  histoncal  perfomiance 
data  for  over  900  funds.  Our  Mutual  Fund  Select  List'"  goes  a  step  further  by  showing  you  the 
histoncally  best  performing  funds  in  specific  fund  categones.  And,  lor  home  computer  users,  there's 
our  FundMap'"  Mutual  Fund  Selection  Software  tor  Windows'."  ' 

Enjoy  Selection  With  Convenience  and  Value. 

Schwab's  Mutual  Fund  OneSource®  service 
lets  you  choose  from  over  300  funds  from  a 
variety  of  Vv'ell-known  fund  companies  like 
INVESCO,  Twentieth  Centur)',  Janus  Funds, 
Strong  Funds  and  many  more.  And  you'll 
pay  no  loads  or  transaction  fees.  Certain 
funds  are  available  with  no  transaction  fees 
but  are  not  no-load  funds  because  they  have 
12b- 1  fees  in  excess  of  0.25%.' 


Plus,  you  can  hold  all  your  funds  m  one 
account  and  receive  one  easy-to-understand 
statement. 


r 


FREE  for 
a  limited 
time? 

To  get  your 
Planner,  visit  one 
of  our  more  than  200 
offices  or  call: 

1-800-310-2802  ext.  77D 


*  'an 


Charles  Schwab 

Helping  Investors  Help  Themselves 


ispectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  tlirough  Schwab.  Please  review  the  prospectus 
before  investing. 

ap  IS  for  Windows-  only.  Windows  is  a  registered  trademarl<  of  IVlicrosoft  Corp.  2,  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  Mutual  Fund 
;e  fund  shares  with  no  transaction  fee  and  held  for  less  than  90  days,  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future,  should  shori- 
ng become  excessive.  3.  Offer  valid  from  May  5  through  August  31 , 1995.  Please  allow  two  weeks  for  delivery.  Limit  one  per  customer.  ©1995  Charles  Schwab  &  Co  Inc 
reserved.  Member  SIPC/NYSE.  (5/95) 


WHERE 
TO  INVEST 


THE  BEST 


ff 


<  TOP  TRADER 

KMJ  Capital's  diversified 
commodities  fund 
soared  90%  under 
Kenneth  Jakubzak 


▼  SMOOTH  SAILING 

Thermolase,  whose  laser 
technology  removes  hair, 
is  one  of  the  hottest 
high-tech  companies 


CREAM  OF 
THE  CROP 

The  best  investments  of  the  year — so  far 


This  has  been  a  gala  year  i»  the  stock 
and  bond  markets.  Lower  interest  rates, 
abetted  by  an  ever-softer  dollar,  have 
sent  stock  prices  to  record  levels.  The 
prosperity  has  been  across  the  board. 
A  few  investments,  however,  have  ex- 
celled. What  follows  is  a  perusal  of  the 
best  investments  of  the  year  to  date. 

BEST  \TSE  STOCK 

As  its  name  implies,  Acme-Cleveland 
Corp.  is  as  Middle  Ameiican  as  cheny 
pie.  It  is  the  epitome  of  no-frills  Rust 
Belt  stoicism.  Acme  makes  metalwork- 
ing  equii)m<'-'nt,  telecommunications  test 
devices,  and  other  heavy-duty  gizmos. 
But  its  share  price  has  been  the  epitome 
of  glitz,  rising  sf)me  140%  in  the  year  so 
far  and  making  Acme  the  best-peifonn- 
ing  issue  on  the  Big  Board  that  began 
the  year  at  more  than  $5. 

Acme  is  hardly  a  paragon  of  gTowth. 
Sales  have  been  steadily  declining  for 
yeai's.  But  the  company  has  repositioned 
itself  for  growth,  selling  off  its  arcane 
twist-drill  subsidiaiy  in  recent  months 
and  beginning  to  make  accjuisitions  in 
the  hot  telecommunications  business. 


BEST  AVIEX  STOCK 


High-technology  stocks  have  been  wow- 
ing investors  for  most  of  this  year.  And 
one  of  the  most  explosive  niches  in  the 
high-tech  arena  has  captured  the  imag- 
ination of  appearance-conscious  individ- 
uals in  the  U.  S.:  hair  removal.  Tweez- 
ers? Forget  about  it.  Thermolase,  a 
fortunate  company  with  a  big  stake  in 
tliis  technolog>^  zaps  those  little  suckers 
with  a  laser — and  Wall  Street  is  suitably 
impressed.  The  San  Diego  company's 
shares  have  almost  quadnipled,  climbing 
2809^-  in  the  year  to  date. 

Thermolase  shares  got  a  boost  when 
the  Food  &  Diiig  Administration  0.  K.'d 
its  hair-removal  system.  It's  a  small 
company — the  last  quarter  showed  sales 
of  $6.1  million — but  watch  out.  There 
are  lots  of  unwanted  follicles  out  there. 

BEST  OTC  STOCK 

Zygo  Corp.  is  based  in  Middlefield, 
Conn.,  a  farming  community  known  for 
its  apple  orchards.  But  there's  nothing 
pastoral  about  Zygo,  which  sells  equip- 
ment to  semiconductor  and  disk-drive 


manufactiu'ers  and  to  optical  compi 


Propelled  by  the  explosive  growfilt 
semiconductors,  Zygo's  shares 
climbed  275%,  inaking  it  the  bestilie; 
forming  over-the-counter  stock  tha  t-, 
gan  the  year  at  $5  or  over 

BEST  STOCK  GROUP 


kii 


Sell 


It's  dejd  vu  time,  apparently.  Serri  ( 
ductor  manufacturers  wei'e  the  top 
forming  stock  gi'oup  at  this  time 
yeai;  and  so  it  is  tliis  yeai:  Semicondfi; 
stocks  climbed  47%  in  the  year  to 
Demand  from  overseas,  fueled  bj  (j( 
weak  dollai;  has  propelled  shai'es  of  rtei 
conductor  makers,  particularly  Jic 
Coip.  The  Semiconductor  Industry 
expects  global  demand  for  comiP 
chij^s  to  climb  40%-  in  1995 — more  i 
twice  the  rate  predicted  last  Septe)' 

BEST  STOCK  FIND  MANAGE 

With  computer-chip  stocks  climbii 
dramatically  over  the  past  few  mo* 
it's  not  surprising  that  mutual  f| 
that  invest  in  such  stocks  would 
in  the  wealth.  The  best-perfonning  1 
fund  of  the  year  to  date  was  th| 
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<  DEJA  VU 

Chipmakers  were  the 
No.  1  stock  group — 
again — largely  thanks 
to  overseas  demand 


▼  ON  TARGET 

With  interest  rates  low, 
David  Schroeder's 
Benhann  Target  Maturity 
2020  bond  fund  shone 


<  TALKING  TURKEY 

Inflation  is  under 
control,  the  economy  is 
improving — and  the 
Istanbul  market  is  afire 


A  OTC  OOMPH 

High-tech  measurement 
devices  helped  push 
Zygo's  over-the-counter 
stock  up  275% 


Select  Electronics  Poitfolio,  up 

the  yeai'  to  date.  Undei-  portfolio 
er  Marc  Kaufman,  the  fund  in- 

heavily  in  semiconductor  manu- 
?rs,  particularly  Intel, 
trnan  is  a  shy  sort  who  would  not 
t  to  an  interview.  But  he  did  re- 

to  written  questions.  Kaufman 
le  looks  "mainly  for  companies 
enefit  from  either  a  new-product 
r  favorable  industry  trends."  And 
;hip  stocks  are  "likely  to  be  vola- 
er  the  near  term,  it  is  my  belief 
itient  investors  will  be  handsome- 
ai'ded."  Impatient  investors,  too,  if 
3t  is  any  giiide. 

ST  BOND  FUND  MANAGER 

ty  must  be  on  the  rise  among 
managers  this  year.  David  W. 
det;  who  runs  the  top-peiform- 
nham  Target  Matmity  Fund  2020 
lio,  cheerfully  consented  to  an 
ew.  But  he  credited  market  forc- 

the  fund's  top-drawer  perfor- 
— up  33.6%  so  far  this  year.  "It's 

at  the  top  of  the  [fimd  perfor- 
I  table  or  the  bottom  of  the  ta- 


ble," the  39-year-old  Schroeder  frankly 
observed.  So  far  this  year,  declining- 
rates  have  sent  the  funcl  to  the  top.  As 
of  last  October,  he  notes,  its  perfor- 
mance was  among  the  worst. 

Tai-get  2020's  gyrations — it  is  among 
the  most  volatile  fixed-income  funds — 
stem  from  its  portfolio  of  zei'o-coupon 
U.  S.  Treasuries.  When  rates  shift,  pric- 
es of  zeros  tend  to  move  more  rapidly 
than  coupon-bearing  bonds.  The  Ben- 
ham  zei-o  funds  should  continue  to  do 
well  if  bonds  keep  sliding — but  they'll  be 
scraping  the  barrel-bottom  if  rates  rise. 

BEST  OVERSEAS  MARKET 

The  hottest  market  anywhere  can  be 
found  in  the  ancient  city  by  the  Bospo- 
rus. The  volatile  Istanbul  Stock  Ex- 
cJmnge  has  zoomed  58%,  in  dollar  temis, 
in  the  year  to  date — 78%  in  Turkish 
curi'ency.  A  package  of  spending  cuts 
imposed  by  Prime  Minister  Tansu  (^'iller 
last  May,  at  the  height  of  a  Mexican- 
style  financial  meltdown,  has  begim  to 
reajj  dividends.  Inflation  is  down  to  dou- 
ble digits  after  hitting  a  numbing  156% 
early  this  year,  while  the  economy  is 


expected  to  expand  by  4%  in  1995,  after 
a  6%  plunge  in  1994. 

BEST  COMMODITY  FI  ND  MANAGER 

Of  all  the  commodity  funds  tracked  by 
Barclay  Research  Group  that  started 
the  year  with  over  $5  million,  none  has 
performed  as  well  in  the  year  so  far  as 
Chicago-based  kmj  Capital  Management 
Inc.  Portfolio  Manager  Kenneth  M.  Ja- 
k'ubzak  boasts  a  90%'  return  through 
Apr.  30  in  kmj's  diversified  fund. 

Jakubzak  benefited,  as  did  bond 
funds,  from  the  decline  in  U.  S.  interest 
rates.  But  Jakubzak  extracted  consid- 
erably gTeater  returns  using  leverage, 
which  effectively  boosted  the  fimd's  $8 
million  in  assets  fourfold.  Jakubzak  is 
no  in-and-out  trader  He  holds  his  posi- 
tions for  anywhere  from  a  week  to 
three  months.  "I'm  a  systematic  techni- 
cal trader  with  a  heavy  discretionary 
overlay,"  says  Jakubzak.  Translation:  He 
follows  the  charts,  but  not  like  a  moth 
to  a  flame.  A  principle  we  all  can  em- 
ploy. 

By  Gary  Weiss  in  New  York,  with 
John  Rossant  in  Rome 


WHERE 
TO  INVEST 


INSIDE  WALL  STREET 


BY  GENE  G.  MARCIAL 

Buyout  Bait:  PCs, 
Drugs,  Banks. . . 

'ei'gers  and  takeovers.  Inves- 
tors have  seen  lots  of  them  so  far 
.this  year,  and  there  are  more  to 
come.  That's  what  the  pros  who  fore- 
cast— and  bagged — earher  deals  are 
saying.  They  think  the  big  fields  will  be 
technology,  phaiTnaceuticals,  and  bank- 
ing. Case  in  point:  IBM's  hostile  $3.3  bil- 
lion offer  for  Lotus  Development. 
Mike  Metz,  chief  investment  strate- 

MIDYEAR  TAKEOVER  BETS 


Mi 


STOCK 

52-WEEK 
HIGH 

52-WEEK 
LOW 

RECENT 
PRICE 

TAKEOVER 
VALUE 

APPLE 
COMPUTER 

48 

m 

43 

60 

AL2A 

17 

21 

30 

FIRST  CHICAGO 

59K 

m 

58 
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HEALTHY  PLANET 
PRODUCTS 

lOK 

TA 
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18 
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FRANCHISE 

6^ 
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13 

UPJOHN 

38K 

WA 

37 

50 
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gist  at  Oppenlieimer,  who  predicted  at 
the  start  of  the  year*  that  acquisitions 
would  become  "more  frenzied  and  big- 
ger," says:  "To  a  lot  of  companies,  the 
pressui'e  is  still  on  to  widen  distribu- 
tion networks  and  bolster  reseai'ch  and 
development  of  new  products." 

Seasoned  buyout  spotters  spy  four 
that  are  ripe  for  picking:  Apple  Comput- 
er (AAPL),  AJza  (AZA),  Upjohn  (UPJ),  and 
First  Chicago  (fnb). 

Who's  out  to  snare  Apple?  Several 
names  are  being  bandied  about,  but  the 
"most  recent — and  most  logical — is 
Sony,"  says  Metz.  He  argues  that  the 
Japanese  giant  could  put  its  mai-keting 
and  R&D  to  gi'eat  use  for  Apple.  "With 
its  deep  pockets  and  global  vision,  Sony 
can  wed  its  entertainment  values  to  Ap- 
ple's technology  to  create  novel  interac- 
tive computer  products,"  says  Metz.  Ap- 
ple, for  its  part,  needs  an  alliance  with 
the  likes  of  Sony  to  stay  with  the  pack 
in  computers,  notes  Metz. 

Alza,  a  leader  in  controlled-release 
dinig-delivery  systems,  is  rumored  to 
be  a  tai'get  of  Pfizer,  vdth  which  it  de- 
veloped Procardia  XL  for  angina  and 
hypertension.  A  European  pharmaceuti- 
cal giant  is  also  rumored  to  be  keen  on 


acquiring  Alza.  Alza  has  research  and 
marketing  agi-eements  with  Marion  Mer- 
rell  Dow — which  has  agreed  to  be  ac- 
quired by  Hoechst,  Geimany's  chemical 
and  drug  titan — as  well  as  with  Glaxo 
Holdings  and  Johnson  &  Johnson. 

Upjohn  is  another  drugmaker  seen 
as  "compelling  takeover  bait"  for  for- 
eigners. Talk  is  that  the  stock  is  trading 
close  to  its  high  this  yeai*  because  some 
hedge-fund  managers  have  put  it  on 
their  new  list  of  takeover  targets. 

Fii*st  Chicago's  stock  has  also  bumped 
a  new  ceiling  lately,  thanks  in  pait  to 
buyout  talk.  Potential  bidders  include 
NationsBank,  which  analysts  say  is  in  a 
"good  position  to  pay  up"  for  Fu*st  Chi- 
cago in  a  quest  for  broader  markets, 
and  Wells  Fargo,  said  to  be  interested  in 
the  Midwest  market.  With  its  stock 
trading  at  a  nice  premium  to  many  of 
its  peers,  the  California  bank  could  do  a 
combined  stock-cash  merger,  says  Metz. 

. . .  Greeting  Cards, 
Motels. . . 

Takeovers  could  prove  at  least  as  lu- 
crative to  investors  in  small-capi- 
talization stocks.  "There  are  legit- 
imate candidates  with  rapidly  rising 
earnings  and  revenues  that  have  been 
virtually  ignored  by  the  market  so  far 
this  year,"  says  Charles  LaLoggia,  ed- 
itor of  Special  Situation  Repori  in 
Rochester,  N.  Y.  His  picks:  greeting- 
card  maker  Healthy  Planet  Products 
(HPP)  and  hotel  operator  Microtel  Fran- 
chise &  Development  (MCTL). 

Healthy  Planet,  the  lai-gest  cause-re- 
lated gi'eeting-cai'd  company — endowed 
by  the  Sien-a  Club  and  the  aspca, 
among  othei"s — has  been  gi-owing  rapid- 
ly. With  eaming-s  jumping  to  10^  a  share 
in  the  fii'st  quarter — up  from  2?  last 
year — and  with  sales  rising  38%,  to 
$885,833,  the  company  is  an  attractive 
tai'get  for  the  large  outfits  such  as  Hall- 
mark and  American  Greetings,  says  La- 
Loggia.  The  stock  will  soon  be  in  play, 
he  says,  because  one  of  the  big  stake- 
holders, which  he  declined  to  identify, 
wants  to  sell.  The  estate  of  Ludwig  Jes- 
selson,  onetime  chaiiTnan  of  Phibro-Sal- 
omon,  owns  23.2%,  and  the  family  of 
Charles  Bluhdom,  who  founded  Gulf  & 
Western  Industries,  ovras  15%. 

Microtel  Franchise,  a  fast-growing 
chain  of  low-priced,  no-fiilLs  motels,  is  an 
ideal  target  for  bigger  chains,  says  La- 
Loggia.  One  possible  buyer  is  Hospital- 
ity Franchise  Systems,  which  franchises 
six  lodging  names,  including  1,570  Days 


Hotels,  765  Ramada  Inns,  and  615 
ward  Johnsons.  "Such  large  comp 
are  always  looking  to  buy  new  b 
names,"  says  LaLoggia. 


...And  Casinos 
on  the  River 


m: 


'any  gaming  stocks  have  bee 
a  losing  streak,  even  as 
.stock  market  rockets  to 
highs.  An  exception  is  Players  Intel 
tional  (PLAY),  operator  of  two  river  j 
casinos:  in  Metropolis,  111.,  and 
Charles,  La.  Players'  shares  have  i 
ly  doubled — from  11  in  mid-Decen| 
to  22  on  June  6  (adjusted  for  a  spl 

What's  the  deal?  Bulls  on  Playe 
its  growth  prospects,  healthy  bal 
sheet,  strong  earnings,  and  robust 
flow,  which  have  enabled  the  compai| 
finance  its  own  expansion. 

Cne  more  boost:  Playere  is  being  I 
balled,  say  some  pros,  by  a  coup^ 
major  entertainment-and-gaming 
panies.  Playei"s'  "strong  cash  flow  ail 
nancial  condition  makes  it  an  attraJ 
acquisition  target,"  says  Joseph  (1 
cimiglio,  an  analyst  at  Dean  Wi' 
Reynolds.  He  figures  a  fair  takeo' 
price  is  31-32.  | 
One  takeover  pro  believes  thai 
investor  group  led  by  entertainer  li 
Griffin,  which  already  owns  16%  of 
ers,  is  a  potential  suitor.  Another 
one:  Promus  Cos.,  which  has  form 
joint  venture  with 
Players  on  a  $200  COMING  IIP 
miUion  casino  TRUMPS 
complex  in  Mary- 
land Heights,  Mo., 
on  the  Missouii 
River  west  of  St. 
Louis. 

Even  without 
the  takeover  ele- 
ment, Players  is 
deemed    to  be 
way  undervalued. 
David  Anders  of 
Raymond  James 
&  Associates  says 
the  stock  is  "ex- 
tremely attrac- 
tive." He  sees  Players  making 
share  this  yeai-  and  $2  in  1996.  R 
nues,  which  totaled  $223.6  million 
year,  should  hit  $283  million  in  1995 
$402  million  next  year. 

Players'  future  is  pegged  on  the  ( 
pany's  addition  of  a  land-based  ca 
in  Mesquite,  Nev.,  by  July,  and 
more  riverboats. 


JAN.  3,  '95 
ADOLURS 


JUNfi 


DATA:  BLOOMBERG  FINANClAl  MA 
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**Makmg  one  million  copies 
ithout  a  breakdown  is  impressive. 
To  Sharp  iVs  just  a  beginning, 

en  it  conies  to  copier  solutions,  ours  can't  be  copied, 
's  Master  Scries  copiers/duplicators  produced  over  a 
mmmmm  million  copies  without  any  unscheduled 
■mpmhJ  service,  making  them  two  of  the  most  reliable 
olume  copiers  ever  tested  by  Buyers  Laboratory. 
1  that's  just  the  beginning.  Sharp  offers  a  full  range  of 
itive  solutions  for  your  business.  Solutions  to  help  you 
se  productivity,  control  costs  and  complete  your  most 
iding  jobs  on  time,  every  time, 
s  Sharp's  nationwide  dealer  network  is  dedicated  to 
ting  and  servicing  your  company's  individual  needs, 
ore  information  on  selecting  the  copier  that's  right  for 
usiness,  fax  1-800-3-SHARP-3  or  call  to  receive  your 
t  with  an  interactive  computer  disk. 


FROM  SHARP 
COME  SHARP  PROD 


tS  •  LASER  PRINTERn 


;7HA\;W  ORGANIZER^  •  ZAURUS  '  PDA? 


Marketing 


APPAREL 


KIDS'  WEAR  IS 
NOT  CHILD'S  PLAY 

Neither  is  grown-up  gear,  as  OshKosh  discovered 


BIB  LIB:  The 

babij  boom 
turned  an 
early  standby 
in  to  a  bonayiza 


Back  in  the  1980s,  every  well- 
dressed  yuppie  baby  wore  tiny 
work  clothes  from  OshKosh 
B'Gosh  Inc.  At  Hansen's  Chil- 
drens  Shop  in  posh  Lake  Forest,  111., 
moms  snapped  up  the  trademark  bib 
overalls  and  matching  embroidered  tops 
despite  piices  that  hit  $60  per  outfit. 
These  days,  however,  store  owner  Fran 
Hansen's  orders  come  to  less  than  $500 
a  season,  down  from  $5,000  in  the 
br-and's  heyday.  "For  the  newer  mother, 
OshKosh  doesn't  have  the  same  appeal," 
she  says.  "They're  going  to  The  Gap." 

That  isn't  news  to  OshKosh  CEO 
Douglas  W.  Hyde,  who  admits  the  Wis- 
consin company  was  "slow  to  react  to 
consumer  changes."  Pi'ofits  plunged  fi'om 
$29.5  million  in  1990  to  only  $7  million 
last  year.  Analysts  expect  a  rebound 
this  year,  but  earnings  will  still  be  well 
below  the  level  reached  five  years  ago. 
6(HNCK  WAISTLAND.  What  went  wi'ong? 
First,  department  stores — OshKosh's 
biggest  distribution  channel — cut  back 
on  children'.'  clothes  in  the  face  of  com- 
petition from  Gap  Kids,  Kids  'R'  Us, 
Lands'  End,  and  others.  Then,  discount- 
ers started  imitating  OshKosh  styles  at 
far  lower  prices.  Says  Carolyn  Smith,  a 


Columbia  (Md.)  mother  of  10:  "You  can 
get  good-quality  children's  clothing  at 
Kmart  for  $5  and  sometimes  even  less. 
It  was  senseless  to  me  to  put  money 
into  OshKosh." 

OshKosh  wasn't  always  so  dependent 
on  toddlers.  The  100-year-old  company 
got  its  start  making  work  clothes — in 
waist  sizes  up  to  60  inches.  Children's 
wear  comprised  only  5%  of  sales  in 
1974.  Then  came  the  "echo  boom"  of 
the  1980s,  and  the  baby  bib  took  off. 
Children's  sales  gi'ew  more  than  eight- 
fold, to  $340  million,  by  1990,  up  from 
$40  million  a  decade  earlier.  "Tliis  brand 
just  became  magic.  Oiu-  biggest  problem 
was  keeping  up  with  demand,"  says  Mi- 
chael G.  Donabauer,  di- 
rector of  corporate  mar- 
keting and  planning. 

But  that  magic  had  a 
downside.  The  children's 
line  came  to  so  define 
OshKosh's  image  that 
the  company  couldn't 
sell  clothes  to  anyone 
else.  A  line  of  older 
kids'  clothes  flopped  be- 
cause 8-year-olds  didn't 
want   to   wear  baby 


OSHKOSH:  A  TOUGH 
TIME  OVERALL 


SALES 

$425 
MILLION 


90  '91  '92  '93  '94 
A  MILLIONS  OF  DOLWRS 

DATA:  COMPANY  REPORTS,  CLEARY 
GULL  REILAND  &  McDEVITI  INC. 


clothes.  Attempts  to  extend  the 
Kosh  name  to  women's  casual  c' 
and  maternity  wear  also  failed.  ! 
Roebuck  &  Co.  started  a  line  of 
Kosh  men's  casual  clothes  under 
in  1989  but  abandoned  it  three 
later.  Even  the  company's  original 
wear  was  in  danger  of  extinctior 
spite  gains,  it  still  only  represents 
OshKosh's  sales. 

But  OshKosh  is  fighting  back, 
tened  and  wiser,  the  company  no 
cepts  that  it's  in  the  children's 
business.  Instead  of  trying  to  m 
comeback  in  clothes  for  growi 
managers  are  st 
close  to  the  pla 
They're  expandi 
kids'  shoe  busines 
have  licensing  a 
ments  for  childi-en'i 
wear  and  stuffed 
mals.  And  Baby  B 
for  infants,  was  i 
two  years  ago. 

OshKosh  is  also 
ing  to  reduce  its  d 
dence  on  depart 
stores.  It  now  h: 
outlet  stores  car 
first-quality,  in-si 
merchandise  and  is  expanding  its  n 
ly  launched  catalog.  But  it  still 
figiu'ed  out  a  way  to  tap  the  gri 
discount-store  market,  which  has 
tured  an  estimated  45%  of  unit  sa 
childi-en's  clothes.  OshKosh  can't  s 
premium  brand  there  without  aliei 
its  longtime  department-  and  spec 
store  retailers.  After  it  began  selli| 
Sears  and  J.  C.  Penney  in  the 
1990s,  OshKosh  lost  R.  H.  Macy's 
ness  for  a  year,  and  Dillard  Deparl 
Stores  still  isn't  ordering. 

Rival  Healthtex  Inc.  solved  the 
lem  by  creating  a  second  line  fo: 
counters.  "With  kids'-wear  brands 
have  to  differentiate  channels," 
President  Gai-y  F.  Simmons.  Osh 
says  it  has  considered  similar  moi 
Recent  news  at  OshKosh  has 
more  upbeat.  New  managers 
juiced  up  fashion  appeal.  Moving 
production  to  the 
East  has  cut  $2.J 
the  $10  wholesale 
of  a  bib  overall.  D< 
ment  stores  in  tht 
quarter  reported  s 
OshKosh  sales  gai 
it  keeps  up  the  m( 
tum,  you  won't 
OshKosh  with  its 
alls  down  a  second 
By  Susan  Chd 
in  Oshkosh,  Wis. 
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UNIFLEX  INC  •  CABLEVISION  SYSTEMS  CORP  •  FOREST  LABORATORIES  INC  •  AMDAHL  CORPORATION  •  MERCURY  AIR  GROUP  INC 


Katz   Media   Group,  Inc. 


One   of   the  growing 


COMMUNICATIONS  COMPANIES 


TO    RECENTLY    GO  PUBLIC 


ON    THE  AMEX. 


Less  Volatility 
Short   Sale  Protection 
Narrower  Spreads 

AMERICAN  STOCK  EXCHANGE 

The  Smarter  Place  To  Be 


SBRO  INC  •  THE  NEW  YORK  TIMES  COMPANY  •  HANOVER  DIRECT  INC  •  TURNER  BROADCASTING  SYSTEM  INC  •  IVAX  CORPORATION 
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COMMUNITY  SERVICE 
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A  SOCIAL  PROGRAM 
CEOs  WANT  TO  SAVE 

AmeriCorps  has  the  passionate  support  of  even  GOP  execs 


live 


It's  not  like  Erie 
Chapman  to  defend 
a  federal  do-gooder 
program.  After  all, 
he's  a  CEO,  a  loyal  Re- 
publican, and  a  fund- 
i-aiser  for  House  Budget 
Committee  Chairman 
John  Kasich  (R-Ohio), 
leader  of  the  GOP  bud- 
get-cutting effort.  Yet 
the  head  of  Columbus- 
based  U.  S.  Health  Co^). 
says  Kasich  is  wong  to 
target  President  Clin- 
ton's national  service 
program,  AmeriCorps, 
for  e.xtinction. 

U.  S.  Health  has 
pledged  $150,000  over 
three  years  to  City 
Year,  a  nonprofit  that 
sends  AmeriCorps  members  to  work  at 
community  projects  in  Columbus  and 
five  other  cities  nationwide.  Chapman 
argues  that  AmeriCorps  will  recoup 
more  than  its  $;i76  million  cost  this  yeai' 
by  giving  youths  skills  to  become  pro- 
ductive adults.  He  has  even  protested 
the  jjlanned  cuts  at  a  Washington  press 
conference  and  congressional  hearing. 
"It's  tragic  to  cut  these  progi-ams,"  he 
says.  "Why  shoot  a  bunch  of  innocent 
kids  just  to  get  at  the  President?" 
CALLS  AND  LETTERS.  Chajjman  has  ]3len- 
ty  of  company  among 
execs  lobbying  their  Re- 
publican pols  to  save 
Clinton's  pet  program. 


TUTORING  IN  NEWTLAND:  Atlanta's  Home  Depot  is  giving  $135,000 


rate  America:  BellSouth,  Microsoft, 
NationsBank,  Procter  &  Gamble,  and 
American  Express — to  name  a  few. 

It's  no  accident  that  execs  find  the 
project  appealing.  Unlike  most  bureau- 
cratic social  progi-ams,  AmeriCoips  tries 
to  operate  like  a  business.  It's  run  by  a 
nonprofit  company — the  Coiporation  for 
National  Sei-vice — rather  than  a  federal 
agency.  Moreover,  the  process  of  choos- 
ing the  350  sei-vice  programs  that  are 
assigned  to  AmeriCoqjjs  participants  is 
competitive.  Thousands  of  local  gi'oups 


AMERICORPS'  CORPORATE  FRIENDS 


Corporate  America  has  been  a  big  backer  of  programs  using 


submit  proposals — with  goals  and 
Crete  ways  to  measure  success-fsi 
state  boards  pick  the  winners. 

Besides,  business  is  already  mth  ? 
ly  involved  in  the  program.  By  law,  am 
goveinment  sources — usually  busin  roiif 
— must  pay  at  least  25%  of  operai  e 
costs  and  15%  of  the  $7,200  stipend 
AmeriCoi-ps  member  gets  for  a  ye 
service.  Participants  also  get  a  5  ii  i 
education  gi-ant  at  the  end  of  se: 
Says  Eli  J.  Segal,  the  fornier  exe( 
heads  AmeriCoi-ps:  "This  translate 
the  kind  of  business  buy-in  that 
federal  programs 
not  had." 

MORE  BANG.  CEOSlpn 
ticularly  like  the 
AmeriCorps'  po*!; 
full-time,  commu 
sei-vice  workers  a 
them  to  leverage 
own  charitable  ef|| 
Timberland  Co.,  fo 
ample,  says  Ameri(  jj,- 
paiticipation  was  k 
its  five-year  pledjn 
$5  million  in  cash 
equipment  to  City 
whose  youths  nah, 
wide  are  dresse 
Timberland  outfits  |i 
the  program  getS|gj 
ger,    our  invest 
goes  further,"  exj 
Ken  Freitas,  vice-j 
dent  for  community  enterprise. 

To  save  AmeriCorps  from  thejj 
budget  scalpel,  corporate  chiefs  i^^ 
ing  ft-om  Shell  Oil's  PhiUp  J.  Carrij:,., 
Anheuser-Busch's  August  A.  Busa 
have  written  letter's  to  Capitol  Hill, 
makers.  Tenneco  Gas's  Steve  Ches 
not  only  sent  letters  to  his  two  R( 
lican  senators — Texans  Phil  Gramn 
Kay  Bailey  Hutchison — but  lobbied 
er  Houston  ceos  to  kick  in  mone; 
the  local  AmeriCorps  program, 
didn't  say  that  we  Uked  big  govemC 
or   that  governijj 
should  take  care  oi 
through  handouts, 
says.  "We  have 


Since  AmeriCor-ps' crea-   AnwriCor^s  mernber^^^    that  this  is  produj 


tion  by  Congress  m 
1998,  corporations  have 


GENERAL  ELECTRIC  Contributed  $250,000  to  11  United  Way 
chapters  for  projects,  including  literacy  training  and  food  pantries. 


and  proven." 
Home  Depot 


ponied  up  cash,  equip-   Bernard  Marcus 


ment,  and  employee  vol- 
unteers to  help  20,000 
young  adults  aged  18  to 
25  perfbirn  sei-vices  that 


TENNECO  GAS  Has  given  $35,000,  plus  printing  and  accounting 
services,  to  Serve  Houston  Youth  Corps,  an  AmeriCorps  affiliate. 

NIKE  Promised  $150,000  for  programs  in  six  cities  to  set  up  fitness- 


written  to  two  d 
lawmakers,  inclu 
House  Speaker 
Gingrich,  who  re 


range  from 
low-income  housing  to 
cleaning  up  rivers.  A 
list  of  donors  reads  like 
a  who's  who  of  Corpo- 


rehabbing    oriented  projects,  such  as  sports  leagues  and  renovating  playgrounds^  _    ^^^^^g     district  in 


FANNIE  MAE  Gave  $100,000  to  three  housing  groups  to  train  Ameri- 
Corps members  to  counsel  low-income  renters  on  homeownership. 

DATA;  AMERICORPS 


company's  home 
of   Georgia.  One 
Home  Depot's  fav' 
programs  is  Hand 
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I,  a  cleaiinghouse  for  volunteers, 
upany  had  ah-eady  given  $10,000 
to  the  group,  but  with  Ameri- 
involvement.  Home  Depot  has 
ed  its  support  by  $125,000  over 
ears.  Now,  65  AmeriCorps  mem- 
e  aides  in  three  urban  schools — 
ram  not  possible  with  the  non- 
T^oup's  pail-time  volunteers.  Why 
e  Depot  so  interested?  "We  need 
to  hii'e,"  says  Suzanne  Apple,  di- 
of  community  affairs.  "This  pro- 
all  help  build  self-sufficiency,  self- 
,  and  the  leaders  of  tomorrow." 
of  those  future  leaders  may  be 
•-old  Paul  P.  Promadhat,  a  com- 
aide  in  a  Harlem  elementary 
As  part  of  his  AmeriCorps- 
training,  he  works  at  Project 

I  program  designed  by  IBM  and 
iprofit  Public  Education  Fund 
•k.  Big  Blue  gives  $100,000  in 
ers  and  cash  and  provides  retir- 
train  aides.  When  his  Ameri- 
stint  ends  in  July,  Promadhat 
he  school  system  will  hire  him 
e  as  a  computei  troubleshooter. 
;ave  me  an  opportunity  to  do 
ng  I  believe  in,"  he  says. 

R  BLOOD?  So  far,  such  testimoni- 
en't  moved  Republicans,  who 
nt  on  destroying  the  Clinton  pro- 
here  may  be  more  than  money  at 
Cilling  AmeriCorps  would  yield 
%  of  the  more  than  $1  trillion 
gs  the  GOP  needs  to  balance  the 
by  2002,  but  it  would  be  a  big 
;he  President.  Budget  Chairman 
ienies  that  the  GOP  attacks  ai-e 
; ;  Clinton.  "It's  a  matter  of  policy, 
;ics,"  he  says.  "The  AmeriCoi"ps 

II  is  expensive,  inefficient,  and 
'y  with  bui'eaucracy." 
•iCorps'  opponents  argue  that 
eople  should  volunteer  for  com- 
^ervice  without  getting  stipends 

the  progi'am's  per-member  cost 
efficient  $30,000.  "When  we're 
Dasic  welfare  to  the  poor,  Medi- 
i  Head  Start,  you  can't  sustain 
jnent  for  funding  AmeriCoi-ps," 
m  P.  Walters,  president  of  the 
tizenship  Project,  a  conserva- 
I  cy  group. 

1  iCorps  officials  say  the  program 
)ser  to  $18,000  per  member — 
.  3,000  youths  are  expected  to 
[  t  next  year  at  a  federal  cost  of 
I  lion.  And  a  new  study  by  pro- 
-  it  the  universities  of  Michigan 
c  I  finds  that  each  dollar  spent  on 
r  ram  reaps  $2.60  in  reduced  wel- 
'(  s,  increased  earnings,  and  other 
I  With  returns  like  that,  many 
£  n't  ready  to  thi'ow  in  the  towel, 
i  nay  yet  be  one  do-gooder  pro- 
i  Republicans  spare. 
isan  B.  Garland  in  Washing- 
0   Mary  Beth  Regan 


With  thous^tnds  of  „„,^^j  ^^^^^  ^v.oose  fron,,  vve  though,  look.ngto  our  star, 
might  help  y""/'"'"*'" a  family  of  fund^  "^^^  ^'or^our  portfol.o-  As  ot  Apr.l 

30,  1995.  based  on  3  .  ^„ ^    /  formance  as  adjusted  by  MorninS^^J' 

class  B  shares  of  the  MainStay  Convertible  and  Hi^h  Yield  Corporate  Bond  Funds 
were  rated  5  stars  out  o/-33  5  ^nd  ^58  in  the  Hybrid  Fund  category  and  c^ss  »  '^'"'^l 
of  the  MainStay  Value  and  Capital  Appreciation  Funds  were  rated  5  stars  out  of 
1,192  and  893  in  the  Equity  Fund  category.  Class  B  shares  of  the  MainStay  Total 
Return  Fund  were  rated  ^  stars  out  of  3  3  5  and  258  in  the  Hybrid  Fund  category.  And, 
class  A  shares  of  the  MainStay  California  and  New  York  Tax  Free  Funds  were  rated  ^ 
stars  out  of  644  in  the  Municipal  Bond  Fund  category  For  a  free  prospectus  which  con- 
tains more  complete  information,  including  advisory  fees,  other  expenses  and  share 
classes,  please  call  1-800-695-9950,  Ext.  100.  Please  read  the  prospectus  carefully 
before  you  invest  or  send  money.  Ladies  and  gentlemen,  let  the  lawyers  begin... 
Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate 
so  that  shares,  upon  redemption,  may  be  worth  more  or  less  than  their  original  cost.  Morningstar,  Inc 
is  an  independent  fund  performance  monitor.  Its  ratings  reflect  historic  risk-adjusted  performance 
and  may  change  monthly  Its  ratings  of  I  (low)  to  5  (high)  stars  are  based  on  a  fund's  ^.  and 
5-year  average  annual  returns  with  fee  adjustments  and  a  risk  factor  that  reflects  fund  per 
formance  relative  to  3-month  Treasury  bill  monthly  returns.  The  Funds'  individual  ?  and  5  year  ratings 
for  tli()se  periods  were  as  follows;  MainStay  Convertible  and  High  Yield  Corporate  Bond  Funds:  5  and 
5  stars;  MainStay  Value  and  Capital  Appreciation  Funds:  4  and  5  stars;  MainStay  Total  Return  Fund: 
3  and  4  stars;  MainStay  California  Tax  Free  and  New  York  Tax  Free  Funds:  4  stars  Only  3  3%  of  the 
funds  in  an  investment  category  may  receive  4  or  5  stars.  For  the  Convertible.  High  Yield  Corporate 
Bond,  Capital  Appreciation,  Value  and  Total  Return  Funds,  ratings  rcllcct  class  B  performance  only;  for 
tlie  California  lax  Free  and  New  York  Tlx  Free  Funtls.  ratings  reflect  class  A  performance  only.  The 

■cond  class  of  each  respective  Fund's 
shares,  introduced  1-3-95,  v^'iH  not  be 
rated  by  Morningstar  until  that  class  of 
shares   has   3   years  of  operating 
history.  Most  MainStay  Funds  cur 
rcntly  offer  two  classes  of  shares.  You 
vliould    consider,    when  deciding 
whether  to  purchase  a  particular 
ilass  of  shares,   the  investment 
amount,  anticipated  holding  period, 
anti  other  relevant  factors.  NYLIFE 
Distributors  Inc.,  260  Cherry  Hill 
Road,  Parsippany,  NJ  07054,  the 
distributor  and   administrator  of 
T'lie  MainStay  Funds,  is  an  indirect 
vliolly  owned  subsidiary  of  New 
York    Life    Insurance  Company 
.   UH)S  Ml  Rights  Reserved 


M 


ainStay  Funds 


Plant  Trees  for  America 

10  Free  Trees 

Ten  (Colorado  blue  spruces,  or  other 
conifers  selected  to  grow  in  your 
area  will  be  given  to  each  person  who 
joins  the  Arbor  Day  Foundation. 

To  become  a  member  and  to 
receive  your  free  trees,  send  a  $10 
membership  contribution  to  Ten 
Blue  Spruces,  National  Arbor  Day 
Foundation,  100  Arbor  Avenue, 
Nebraska  City,  NE  68410. 

Join  today,  and  plant  your  Trees 
for  America! 

I  The  National 
'  Art)or  Day  Foundation 


IBM  IS  a  tegisteted  Iraclemaik  jrid  Solutions  for  a  small  planet  is  a  tiadematk  ot  Inlernalional  Business  Machines  Corporalion  C>1995  IBM  Corp 


IN  \  Ol  ll/r  COHM'K 
of  soulhucstcrn  Ohio,  the 
con(Ii<  till pressures  of  inedicol 
(■(ire  (iiid  iiiedicdl  cost  (ire  heinii 
worked  out  in  (i  very  heolthy  iv(i\: 

Thanks  to  (i  new  Health  Data 


Network,  doctors  in  seven  Dayton  up  ine(hc<il  histories  Mij 

ar(^a  hospitals  are  noiv  spending  seconds,  no  matter  ivh 

more  time  ii  ith  patients,  and  ahnost  patients  u  ere  treated.  1 

no  time  h)oking  for  records.  are  also  included,  so 

The  network,  spearheaded  by  testing  has  dropped. 
IBM,  lets  authorized  doctors  Ujok  In  all,  the  network 


•ater  Dayton  Area 
sociation  better  man- 
issues  in  health  care 
e  allowing  doctors  to 
e  little  ones,  too. 
re  information  on 


other  healthcare  solutions,  call 
1  800  426-2808,  ext.  5510. 


Solutions  for  a  small  planet 


I 


Prime  Interest  Rate 


Medical  Care 


College  Tuition         Consumer  Price  Index 


The  cost  of  living  in  America 
continues  to  go  up. 


But  count  on  Cadillac 
to  bring  the  cost  of  luxury  down. 

Right  now,  the  new  DeVille  SmartLease  is 
^50  less  a  month  than  it  was  two  years  ago.* 


Current  Cadillac  owners,  take  an  additional  $1,000 
off  your  down  payment. 


Cadillac  DeVille 

CRKAIlrsiCi    A    HiCJIIlR  Sl/\NL>ARD, 


•BAM  I)  <  )■<  MAY-JUNE  1 993  VS.  MAY-JUNE  1 995  DEVILLE  24-MO  SMARTLEASE  NATIONALLY  AVAILABLE  PROGRAM 


'MUST  I*  ■:.!<!•  IIA'.E  l'AYMI:NI  01  Wl  I'llls  i47S  KtHINDAMI  SIlllKin'  III  I'llSII  ANIl  I  lINSIIMI  K  IlllWN  I'AUII  Nl  (II  k'«llll  lllR  A  1 1  MAI  HE  117J4  Dill  M  NASI  SII.NINI, 
T,1X.  llMii  ..  i/l  I.  .".  111,1  nisiiMiui-  i  xrt.i  r..ii  mini  lAe  n1,iii  il.  lm-iY  .ml  i.l  il.-.iln  stoi  k  iiy  (./lOA);  (,MAl  iiii.sl  .:|>|.iovr  lew  I'.iyiiinit  .xiiiililrs  b.iM  il  i.ii  ,i  I'I'IS  Ik  VJk  SMt  'H'l 

MSRI-  111.1.1.1.11-1  .1.  ■  hii.ilii.ii  ilidi.j.-  V.mr  (..lyiii.  iits  n.-iy  bt-  liii|li,T  .ir  linvrr  Mmitlily  |,,ivra™t  is  basfil  ..ii  ,i  .  j|,itali7i'.l  rost  i.t  $i2,OS2  tor  .i  lotdl  ,ii  miiiifhly  pjym.'iits     SIll  VVi,  '""•I"'        "  ^        7ll''  '     '"'  ' 
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IPS  IN  THE  NUCLEAR 
AFETY  NET? 

usading  engineer  sees  a  dangerous  flaw  in  plant  testing 


ow  safe  is  your  local  nuclear  pow  - 
er plant?  Constantly  assaulted  by 
radiation  and  temperatm'e  varia- 
tions, nuke  plants'  steam  tubes 
evelop  dangerous  cracks.  To  find 
before  they  grow,  engineers  apply 
ic  currents  to  the  metal  and  read 
ssults  on  an  oscilloscope.  The  Nu- 
Regulatorj'  Commission  is  highly 
lent  of  these  tests — so  much  so 
operators  who  produce  good  test 
:s  can  seek  licenses  to  mn  their 
b  for  two  decades  past  then-  origi- 
intended  40-yeai"  life  spans, 
t  now,  this  so-called  nondestruc- 
^valuation  is  under  fire.  Teiry  Old- 
a  55-year-old  veteran  of  the  nucle- 
dustry,  argues  that  the  statistical 
of  verifying  nondestructive  evalu- 
is  fundamentally  flawed.  The  re- 
he  says,  is  that  there  is  no  way  of 
ing  whether  nondestructive  evalu- 
as  cuiTently  practiced  is  reliable  or 
5ays  Oldberg:  "They've  got  an  in- 
lent;  they  can't  tell  how  good  it 
doesn't  produce  information." 
iH  CALL.  If  Oldberg  is  right,  the 
ications  are  enormous.  If  nonde- 
tive  evaluation  underestimates  the 
ge  in  a  nuclear  plant,  a  catastroph- 
lure  could  occur  unexpectedly.  On 
ither  hand,  if  the  tests  overstate 
ige,  a  plant  could  be  shut  down 
sessarily.  Plant  shutdowns  related 
etal  damage  are  frequent.  Maine 
ee  Atomic  Power  Co.,  for  instance, 
ending  $40  million  to  encase  all 
0  steam  tubes  in  its  Wiscasset 
le)  plant  after  tests  indicated 
:s.  Oldberg  argues  that  the  NRC 
d  conduct  new  tests  of  the  accura- 
nondestructive  evaluation  or  rean- 
the  i-aw  data  fi-om  old  tests  using 
lard  statistical  methods.  That,  he 
would  produce  a  solid  understand- 
f  how  accurate  nondestioictive  eval- 
n  actually  is. 

c  officials  say  their  verification 
ods  ai'e  logically  consistent  and  re- 
.  As  for  Oldberg,  "it's  very  difficult 
s  to  figure  out  what  he's  saying 
ise  his  arguments  don't  always 


make  sense,"  says  Lee  R.  Abramson, 
senior  research  statistician  in  the  Prob- 
abihstic  Analysis  Branch  of  the  nrc's 
Office  of  Nuclear  Regulatory  Research. 

Nonetheless,  Oldberg  is  starting  to 
pick  up  support  in  a  crusade  he  has 
been  on  since  the  late  1980s.  A  key  ally 
is  Ronald  A.  Christensen,  president  and 
co-founder  of  Entropy  Ltd.,  a  statistical 
reseaix-h  and  consulting  finn  in  Lincoln, 


Mass.  Entropy's  clients  have  ranged 
from  drug  companies  to  the  NRC.  Old- 
berg has  also  gotten  support  fi-om  Eric 
Perdijon,  director  of  quality  assurance  in 
the  department  of  thermo-hydraulics 
and  physics  at  France's  Commissanat 
de  I'Electricite  Atomique.  Says  Perdijon: 
"We  should  have  clear  laws"  for  how 
testing  methods  are  verified. 

Oldberg's  controversial  stance  began 
to  get  more  attention  in  Januaiy  when 
he  presented  a  peer-reviewed  paper  he 
co-wi'ote  with  Christensen  at  the  annu- 
al engineering  conference  of  the  Amer- 
ican Society  of  Mechanical  Engineers 
(asme)  in  Houston.  The  asme  writes 
codes  for  steam  tubes,  among  other 
things.  Donald  E.  Bray,  a  Texas  a&m 
associate  professor  of  mechanical  engi- 
neering who  served  as  chairman  of  Old- 
berg's panel,  says  he  plans  to  put  some 
of  Oldberg's  findings  in  the  next  edition 
of  a  textbook.  But  he  also  says  he 
thinks  nondestiiictive  evaluation  as  prac- 


THE  DEBATE  OVER  SAFETY 

Nuclear  engineer  Terry  Oidberg  challenges  the  statistical  method  used  by  the 
Nuclear  Regulatory  Commission  and  others  to  measure  the  reliabiiity  of  non- 
destructive examination  of  equipment  such  as  steam  tubes. 


A  probe  uses  electric  current  to  find  indications  of  cracks 
and  holes  m  the  steam  tubes.  Because  the  probe's 
exact  position  is  uncertain,  the  measurements 
have  an  error  margin  of  plus  o 
minus  3  inches,  an  area 
known  as  the  zone  of         RECORBED  PBSITiB 
uncertainty.  OFFIM 


To  check  the  test's 
reliability,  the  tubes 

UNCERTAINTY    ^'^^       ^P'  ^'^^^^^  flaws 
are  compared  against 
the  test's  indications. 


CONFLICTING  ANALYSES 


'    If  an  actual  flaw  is  found  within 
three  inches  of  an  indication,  the 
NRC  deems  it  a  "true  positive."  The 
NRC  says  its  test  is  good  because 
nearly  every  flaw  is  called  a  "true 
positive"  and  there  are  few  "false 
positives" — that  is,  indications  that 
don't  have  flaws  within  three  inches 
of  them. 


-rMijfrp:-  -pi^g  ivjpQ.g  verification 
method  is  untrustworthy,  Oldberg 
says,  because  given  the  uncertain- 
ty in  position,  there  is  no  way  to 
be  sure  that  an  indication  is 
pointing  at  an  actual  flaw.  It  could 
be  that  the  device  did  not  see  the 
actual  flaw,  but  just  happened  to 
make  an  indication  in  that  area. 
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Science  &  Technology 


ticed  has  helped  make  the  nuclear  indus- 
try "extraordinarily  safe."  Says  Bray: 
"I  don't  know  who  the  good  guy  and 
bad  guy  is,  frankly." 

The  man  who's  stining  up  this  con- 
troversy is  hardly  an  outsider  to  the 
nucleai-  industiy  In  the  1960s,  Oldberg 
worked  for  the  government's  elite  Law- 
rence Livermore  National  Laboratoiy, 
designing  a  nuclear  reactor  for  outer 
space.  Later,  he  worked  on  a  fast-breed- 
er reactor  for  General  Electric  Co. 

If  Oldberg  is  right,  there 
unnecessary  shutdowns- 

From  1974  to  1986,  he  worked  for  Elec- 
tric Power  Reseai'ch  Institute  in  Palo 
Alto,  Cahf.,  the  r&d  amn  of  U.  S.  electric 
utilities.  His  last  job  there  was  to  over- 
see research  on  the  safety  of  steam  gen- 
erators in  pressuiized-water  reactors. 

It  was  dming  that  epri  assignment, 
Oldberg  says,  that  he  discovered  the 
statistical  flaw  underlying  nondestruc- 
tive evaluation  research.  He  says  a  dis- 
agi'eement  over  the  issue  led  to  his  de- 
parture from  EPRI,  but  he  won't 
comment  further.  After  failing  to  find 


another  job  in  the  nuclear  industry,  he 
went  back  to  school  to  study  program- 
ming and  has  been  trying  to  get  a  job 
while  living  off  his  wife's  salaiy  and  fir- 
ing  off  letters  to  the  NRC  and  American 
Society  of  Mechanical  Engineers. 

Oldberg  is  careful  to  say  he  doesn't 
object  to  nondestmctive  evaluation  it- 
self, only  to  the  statistical  methods  engi- 
neers use  when  they  check  the  test's 
accuracy  by  occasionally  cutting  steam 
tubes  to  compare  indications  of  flaws 
with  actual  flaws. 

In  medicine, 
vei-ification  is  sim- 
ple: The  study 
population  con- 
sists of  eveiy  per- 
son in  a  trial.  A  "false  positive"  is  calling 
a  well  person  sick;  a  "false  negative"  is 
calling  a  sick  jjereon  well.  Oldberg  favore 
applying  the  same  approach  to  steam 
tubes.  Each,  say,  two-foot  length  of  tube 
would  be  a  unit,  analogous  to  a  patient. 
The  test  would  label  a  section  positive 
(that  is,  sick)  if  the  minimum  thickness 
of  its  wall  appeai'ed  to  be  less  than,  say, 
60%  of  the  original  thickness.  For  vei-ifi- 
cation,  the  nuclear  "doctors"  would  cut 
the  tubes  and  measure  the  actual  mini- 
mum thickness  of  each  length. 


could  be 
-or  disaster 


The  NRC  went  wrrong,  Oldberg 
by  defining  a  nonstandard  popuL 
Instead  of  the  units  being  lengtl 
tube,  the  nrc's  population  units  ar^ 
flaws  themselves.  The  nrc  doesn 
the  flaws  to  any  given  length  of 
Instead,  it  coimts  as  a  "tme  posi 
any  flaw  that  falls  within  tliree  incl 
an  indication — the  device's  marg 
measurement  error.  The  proble: 
there's  no  way  of  knovdng  whethe 
flaws  found  in  tliis  "zone  of  uncerti 
are  actually  being  indicated  by  th 
vice.  It  could  be  that  the  device 
happened  to  make  an  indication  i; 
same  area.  As  Christensen  notes: 
less  accui-ate  yom*  instnoment,  the 
er  youi'  rate  of  detection." 

This  may  sound  confusing,  bu 
considerably  clearer  than  the  corre 
dence  among  Oldberg,  the  nrc,  an 
American  Society  of  Mechanical 
neers.  Indeed,  miscommunication 
be  a  big  part  of  the  problem.  T 
a&m's  Bray  says  what's  needed  is  a 
adv9rtised  foi-um  where  experts 
all  fields  can  gi-apple  with  the  issu 
come  to  a  decision  once  and  for 
decade  is  too  long  for  such  an  impc 
issue  to  kick  around  um'esolved. 

By  Peter  Coy  in  New 
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When  you're  looking  for  growth, 
think  long  term. 


ds  have  a  way  of  growing  up  so  suddenly.  You 
t  out  the  measuring  stick  and  you  reahze  they've 
routed  several  inches  right  under  ycuir  nose. 
Mutual  funds  can  work  the  same  way.  People  who 
vest  for  the  long  term  with  the  right  money 
mager  can  suddenly  fmd  that  their  investments 
ve  grown  while  they  were  busy  thmking  about 
her  things  — like  work,  or  their  kicis. 
At  Nicholas-Applegate,  we  have  two  domestic  stock 
ads  for  people  like  you.  Both  are  managed  with  a 
oprietary  system  we've  developed  to  identity  stocks 
;  believe  to  be  on  the  verge  of  rapid  price  growth. . . 


Emerging  Growth  Portfolio  invests  in  dynamic 
"small  cap"  companies  with  less  than  $500  million  in 
total  stock  market  value. 

Core  Growth  Portfolio  emphasizes  more  estab- 
lished companies  with  over  $500  million  in  total 
stock  market  value. 

So  if  you'd  like  to  find  out  how  Nicholas-Applegate 
can  make  things  grow  for  you,  please  give  us  a  call. 
We'll  senci  you  a  tact  kit  with  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses,  to  read  carefully  before  you  invest.  Call 
today  1-800-551-8043. 


Nicholas 


Applegate"  mutual  junds 
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Nicholas-Applegate  Securities,  Distributor  600  West  Broadway,  30th  Floor   San  Diego,  CA  921 01  B\/\/041095 


Developments  to  Watch 


EDITED  BY  NEIL  GROSS 


KABOOM!  HERE'S  AN  ALUMINUM  MOLD 

ALUMINUM  HOLDS  GREAT  ALLURE  FOR  AUTO  COMPANIES 

that  want  to  boost  fuel  efficiency  by  reducing  the 
weight  of  the  car.  But  unUke  steel,  the  Ughter  metal 
tends  to  tear  during  molding.  To  make  it  more  elastic, 
researchers  at  Ohio  State  University  are  resurrecting  a 
technology  from  the  1950s,  which  Uterally  explodes  thick 
sheets  of  aluminum  into  foiTns. 

Researchers  trigger  the  explosion  either  under  water 
or  in  the  presence  of  a  magnetic  field.  It  generates 
shock  waves  that  fling  the  metal  into  the  mold  at  speeds 
as  high  as  220  meters  per  second,  according  to  Glenn  S. 
Daehn,  a  professor  at  osu's  Materials  Science  &  Engi- 
neering Dept.  Another  advantage:  Instead  of  the  typical 
two-sided  dye-casts,  with  their  male  and  female  parts, 
this  process  requires  just  a  single,  one-sided  dye. 

Daehn  says  that  Maxwell  Technologies  and  other  com- 
panies developed  this  approach,  called  electrohydraulic 
forming,  40  yeai-s  ago.  Then  they  put  it  aside  while  they 
piu-sued  more  lucrative  defense  contracts.  Now,  osu  is  re- 
evaluating it  with  General  Motors  Corp.  and  Rockwell 
International  Corp.  Daehn  is  also  talking  wath  Aluminum 
Co.  of  America,  which  has  developed  an  all-aluminum  car 
with  Audi  of  Gemiany.  Alcoa  is  investing  in  a  new  auto 
paits  plant  in  Ohio  and  will  consider  using  electro- 
hych'auUc  foiTning  as  pait  of  the  production  process. 


HOW  TO  JUDGE 
A  HOT  PEPPER 
BY  ITS  GLOW 


THERE  S  FOUR-ALARM  C 

There's  five-alarm  chili 
then  there's  chili  that 
you  weep  and  sweat.  0 
Scoville  Organoleptic 
peppers  range  in  ho 
from  the  bell  (zero)  t 
jalapeho  (about  4,000) 
awesome  habanero  (30( 
Human  testers  ests 
Scoville  rankings  by  di 
extracts  of  pepper  in 
ened  water  until  no  tas 
mains.  But  food  comj 
want  a  faster  approach 
kin-Elmer  Corp.  in  Noi 
Conn.,  and  others  sell 
chromatography  machii 
measure  capsaicin,  the 
ingredient  in  hot  pepp( 
bit  of  pepper  is  pu 
thi'ough  a  column  to  sej 
the  components.  The 
hght  they  absorb,  the 
capsaicin  is  present.  Ho 
pers  aren't  just  for 
Johns  Hopkins  Universi 
searchers  are  developin, 
saicin-based  oint- 
ments i"or  leg 
pain  in  aids 
patients. 


PROTECTING  THE 
IMMUNE  SYSTEM 
FROM  ITSELF 

LIKE  SOLDIERS  IN  WAR  WHO 

turn  on  their  commanders, 
the  body's  immune  defenses 
can  attack  normal  tissue,  trig- 
gering diseases  such  as  rheu- 
matoid arthritis  and  multiple 
sclerosis.  The  problem  is  a 
communications  breakdown 
between  "helper"  T  cells  and 
antibody-producing  B  cells, 
which  normally  cooperate  to 
destroy  invaders. 

Two  years  ago,  Dartmouth 
Medical  School  immunologist 
Randolph  Noelle  reported 
that  he  had  halted  such  auto- 
immune reactions  in  mice 
with  a  monoclonal  antibody — 
a  protein  that  can  bind  to 
cells  and  block  functions. 
Now,  he  has  extended  the 
technology  to  humans  and  h- 
censed  it  to  San  Diego-based 
IDEC  Pharmaceuticals  Corp.,  a 
leader  in  making  monoclonal 
antibodies  for  cancer  and 
autoimmune  disease. 

The  protein  that  Noelle 
isolated  attaches  to  a  site  on 
T  cells  called  gp39,  which 
serves  as  a  kind  of  communi- 
cation link  between  T  and  B 
cells.  In  experiments  with 
mice,  Noelle  found  that  the 
protein  interrupts  communica- 
tions when  it  binds  to  the 
gp39  site.  The  mice  then  stop 
producing  theii'  own,  mai'aud- 
ing  antibodies,  and  the 
disease  symptoms  vanish.  In- 
credibly, when  protein  injec- 
tions are  terminated,  the 
mice  begin  producing  antibod- 
ies again — but  the  animals  re- 
main disease-free.  In  effect, 
Noelle  says,  the  anti-gp39 
protein  "resets  the  mouse's 
immune  system." 

IDEC  plans  to  "humanize" 
the  anti-gp;j9  protein  by  splic- 
ing it  with  human  dna  to  pro- 
duce a  drug.  Clinical  trials 
could  begin  as  early  as  1997. 
The  protein  should  block 
rogue  antibodies  in  humans, 
says  IDEC  CEO  William  Rastet- 
ter.  "And  we'd  also  hope  to 
see  the  suppression  continue."  I 


ELECTRIC  CARS 

ARE  SPARKING 

A  DEBATE  

ELECTRIC  VEHICLES,  PRIZED 
for  their  environmental  vir- 
tues, hit  a  pothole  last 
month:  Researchers  from 
Carnegie  Mellon  University 
in  Pittsburgh  publicly  fi'etted 
about  the  impact  of  a  grand- 
scale  EV  roll-out  in  "zero- 
emission  states"  California, 
New  York,  and  Massachu- 


setts after  1998.  Pollution 
from  manufacturing  thou- 
sands of  large  lead-acid  bat- 
teries, they  warned,  would 
offset  the  benefits  of  having 
fewer  combustion-engine 
cars  on  the  roads. 

The  Electric  Vehicle  Asso- 
ciation of  the  Americas 
(evaa)  reacted  quickly.  To  be- 
gin with,  the  association  ar- 
gues, lead-acid  batteries  will 
eventually  be  replaced  by 
nontoxic  types.  Next  year,  a 
General  Motors  Corp.  battery 


ventui'e  called  CM  Ovonp 
ramp  up  production  of 
metal  hychide  batteries! 
Dayton  pilot  plant.  ■ 
companies  are  explorii^ 
dium  and  lithium  altemi^ 
Moreover,  188  millionJa 
trucks,  and  buses  on  J 
roads  already  contairjt 
batteries,  says  evaa  I:f 
tive  Du'ector  Robert  T' 
den.  "This  cun-ent  invi 
of  batteries  dwarfs  a.  r 
sonable  projections  of  iin 
es  from  electric  vehick." 


IN  THE  CENTEROF  THE  UNIVERSE, 
-lERE  IS  THOUGHT  TO  BE  A  MASSIVE  ENTITY  NO  ONE  HAS  EVER  SEEN. 
SOUNDS  A  BIT  LIKE  YOUR  INSURANCE  COMPANY  DOESN'T  IT? 


At  General  Accident  Insurance,  we  do  something  most  insurance  companies  would  never  even 
nk  of.  We  meet  with  you,  We  get  to  know  your  business.  Our  marketing,  underwriting,  claims  and 
s-control  teams  might  even  suggest  ways  to  make  your  company  safer,  which  could  save  you  money 
premiums.  Unusual,  yes.  But  we  think  our  team  approach  is  just  a  better  way  to  do  business. 

To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Insurance 
ent,  or  call  us  at  1-800-606-4233.  You'll  find  we  have  over  $6  billion  in  assets.  An  A+  (Superior)  rating 


m  A.M.  Best,  a  nationally  recognized  insurance  rating  service. 


GENERAL 

ACCIDENT 

INSURANCE 


d  an  approach  to  insurance  that's  light-years  ahead.  We  'll  See  You  Throiigb. 


Information  Processing 


COMPUTERS 


DIGITAL'S  TURNAROUND: 
TIME  FOR  PHASE  TWO 

With  its  financial  house  in  order,  DEC  wants  to  retake  the  lead  in  networking 


When  a  man  knows  he  is  to  be 
hanged  in  a  fortnight,  it  concentrates 
his  mind  wonderfully. 

— Samuel  Johnson 

Around  Digital  Equipment  Corp., 
they  call  it  Black  Friday.  Every- 
body seems  to  remember  where 
they  were  when  they  heard  the 
news.  Pauline  A.  Nist,  a  top  computer- 
systems  executive,  was  in  England 
when  her  secretary  called  to  report  that 
back  at  headquaitere  in  Maynai-d,  Mass., 
people  were  "walking  around  acting  like 
the  sky  had  fallen  in."  Lawrence  G. 
Walker,  now  head  of  Digital's  network- 
ing unit,  says  he  got  the  news  during 
the  middle  of  the  night  in  Australia 
"and  hterally  fell  out  of  bed." 

Black  Friday— Apr.  15,  1994 — was  the 
day  Digital  stunned  Wall  Street  and  even 
its  0W71  e.xecutives  with  the  news  that  it 
had  lost  $183  miUion  in  the  prior  quaiter 
The  loss  fai"  exceeded  dec's  internal  pro- 
jections, exposing  a  startling  weakness  in 
its  financial  systems.  Worse,  the  quar- 
ter was  supposed  to  herald  a  long-await- 
ed rebound  after  three  years  of  red  ink 
and  restmcturings.  Instead,  it  laid  bare 
the  ugly  truth  that  Digital  was  stOl  in  an 
uncontrolled  downward  spiral,  ceo  Rob- 
ert B.  Palmer^'s  strategy  lay  in  tatters. 


Cash  on  hand  was  down  to  $1  billion — 
when  DEC  was  ordeiing  layoffs  and  plant 
closings  that  would  cost  $1.2  billion.  In- 
dustiy  watchers  began  to  whisper  the 
unthinkable:  Digital,  once  the  No.  2  com- 
puter company,  might  not  survive. 

But  if  Black  Friday  was  dec's  dai'kest 
day,  it  may  also  have  been  a  crucial 
turning  point.  Facing  the  corporate 
equivalent  of  Johnson's  noose.  Palmer 
and  his  team  cobbled  together  a  last- 
ditch  turnaround  plan  that  finally  ad- 
ch-essed  some  deep-seated  problems.  An- 
nounced last  July,  the  plan  shifted  sales 
from  dec's  sales  force  to  hundreds  of 
resellers — in  the  process,  slicing  thou- 
sands of  jobs.  It  also  scrapped  Digital's 
once-innovative  matrix  management 
scheme,  which  had  deteriorated  into  a 
politicized  jumble  of  inefficiency  and  fin- 
ger-pointing. Instead,  it  has  been 
grouped  into  a  series  of  mini-DECs,  oi-ga- 
nized  by  product  line,  each  responsible 
for  its  own  bottom  hne  and  geared  to- 
ward emulating  the  best  in  each  indus- 
try segment. 

The  progress  since  then  has  been  re- 
markable. Costs  are  down  nearly  20%, 
and  the  shnmken  workforce  is  bringing 
in  higher  revenues.  There  are  also  hot 
new  products,  including  the  AlphaServ- 


er 8400,  a  system  for  running  net^ 
that  uses  up  to  12  of  Digital's  speec 
pha  microprocesscrs,  and  the  ne\ 
Note  laptop,  which  has  garnered 
reviews.  Digital  posted  slim  prof 
the  second  and  tliird  quarters  of 
1995,  the  fu'st  back-to-back  quarti 
black  ink  since  early  1991.  The 
cmnch  is  over  and  dec's  stock, 
hit  ISM  last  April,  is  in  the  40s.  "I 
the  future  for  Digital  is  veiy  br 
says  Palmer  "But  that's  not  to  saj 
we've  yet  completed  by  any  mear 
financial  turnaround  or  the  str; 
turnaround." 

"NOT  A  STRATEGY."  Indeed.  Nobc 

suggesting  that  the  company's  long 
success  is  assured.  Once  the  ki 
minicomputers  and  a  market  pioni 
other  areas,  the  company  has  fall 
second,  third,  or  worse  in  nearly 
industry  segment.  In  effect.  Pain 
trying  to  play  catch-up  on  a  dozen 
while  quaiterbacking  a  $14  billion 
Still,  with  Digital's  finances  o 
mend.  Palmer-  says  he  can  concei 
on  the  strategic  turnaround.  Wc 
with  consultants  from  Bain  &  Cc 
company  has  hatched  a  new  corj 
strategy  intended  to  reignite  gr 
Palmer,  a  54-vear-old  native  Texa 


THE  PALMER  METHOD 


"I  think  the  future  for  Digital  is  very  bright...  The  company  knq 
more  about  networked  computing  than  anybody" 


DONE 


IN  PROGRESS 


i.if'!CE  BLACK  FRIIDAY, 
PALMER  HAS  TACKLED 
»ESi:P-'SEATED  PROBLEMS 


•  Refocused  DEC  core  Alpha 
hardware  and  networking,  jet- 
tisoning database  software, 
consulting,  and  disk  storage 

•  Shifted  most  sales  to  indi- 
rect distribution  channels, 
slashing  costs  by  signing  on 
computer  resellers  as  key 
selling  partners 

•  Relaunched  PC  business 


•  Playing  a  hardware  game 
but  avoiding  commodity  mar- 
gins by  adding  value  in 
networking 

•  Positioning  company  to  take 
advantage  of  key  new  trends, 
such  as  mobile  computing  and 
video  on  demand 


A  BRIGHT  SPOT:  T 
NEW  HI-NOTE  LAP 
HAS  BEEN  GARNEI 
RAVE  REVIEWS 
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FundsNetwork- 
A  Simplified  Approach  To 
Mutual  Fund  Investing 


Choose  From  Over  350  No-Load 

Funds  From  These  Weil-Known 

Companies  Without  Paying 

A  Transaction  Fee  To  Fidelity. 

American 

Janus 

Horitage 

Kaufmann 

Babson 

Lexington 

Baron 

Montgomery 

Benham 

Neuberger& 

Berger 

Berman 

Blanchard 

Oberweis 

Bramwell 

PBHG 

Bull  &  Bear 

Robertson 

Cappiello- 

Stephens 

Rushmore 

Royce 

Cohen  & 

Rushmore 

Steers 

Skyline 

Dreman 

SteinRoe 

Dreyfus 

Strong 

Fidelity 

United  Services 

Founders 

Warburg  Pincus 

Gabelli 

Wasatch 

Heartland 

Wright  EquiFunds 

lAI 

Yacktman 

1.  The  Information  You  Need, 

You'll  have  access  to  eveiything  you  may  need  to  help  you  make 
your  investment  decisions  including  the  FundsNetwork  Invest- 
ment Planner  mAPetfomiauce  Director}',  individual  Hind  repoits 
independently  prepared  by  Momingstar  and  fund  prospecUises. 

2.  One  Call  Does  It  All. 

when  you  know  which  funds  you  want  to  invest  in,  one  call  to 
FundsNetwork  is  all  it  takes.  Fidelity's  representatives  can  take 
your  buying  and  selhng  instructions  or  answer  your  questions, 
24  hours  a  day 

J.  All  On  One  Statement  — 
Including  Cost  Basis  Reporting. 

With  FundsNetwork,  not  only  will  you 
receive  one  consohdated  easy-to-read 
statement  reporting  your  mutual 
funds  and  other  holdings,  but  now 
you  will  benefit  from  mutual  fund 
cost  basis  reporting  to  help  with 
your  recordkeeping.  You  may  see  a 
more  complete  financial  picture 
than  ever  before. 

Call  to  Invest  Today. 

Call  for  more  information  on 
FundsNetwork  so  you  can  begin 
investing  today 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity 


Inuesiments 


'  nore  complete  information,  on  any  fund  available  through  FundsNetwork  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  prospectuses 
fiilly  before  you  invest  or  send  money. 

ily  reserves  the  right  to  chiuige  the  fimds  available  witli  no  ti-;uisaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  resews  the  right  to  charge  a  transaction  fee  if  you  make  five  or 
'  short-temi  redemptions  (sales  of  shares  held  less  than  six  months)  on  fimds  available  with  no  transaction  fees  in  a  nvelve  month  period.  If  you  purchased  a  no-load  finid  and  p;ud  a 
action  fee,  you  will  be  obligated  to  pay  a  tnmsaction  fee  upon  its  sale.  This  program  is  subject  to  change  widiout  notice.  All  fees  as  described  in  the  fund's  prospecais  still  apply. 
»|ty  Brokerage  Services,  Inc.  Member  N\'SE,  SIPC. 


Information  Processing 


semiconductor-industry  \  t-teraii  who  co- 
founded  Mostek  Corp.  in  1969  and 
moved  to  Digital  in  1985,  says  the  basic 
thnast  is  to  leverage  dec's  deep  exper- 
tise in  networking. 

Digital,  he  claims,  "knows  more  about 
networked  computing  than  anybody.  You 
can  buy  a  PC  or  even  a  complex  system 
from  any  number  of  vendors,"  he  says. 
"But  how  do  you  get  all  this  stuff  to 
work  effectively  and  reliably  in  your 
network?"  The  company,  then,  will  focus 
its  investments  on  hardware,  software, 
and  sei-vices  that  support  this  overarch- 
ing ambition.  Though  he  concedes  that 
Digital  "is  not  necessarily  the  best  in 
specific"  product  lines,  he  says  its 
strength  lies  in  "the  package — integi-at- 
ing,  supplying,  and  deploying  distribut- 
ed computing  environments." 

Nobody  doubts  that  there's  a  need 
for  such  expertise.  But,  says  Gresham  T. 
Brebach  Jr.,  a  former  head  of  Digital's 
consulting  unit,  "There's  a  clear  discon- 
nect between  the  way  they  describe  the 


strategy  and  the  way  they've  arranged 
themselves  to  bring  products  and  ser- 
vices to  market."  If  networking  is  truly 
the  goal,  he  argues.  Digital  should  have 
kept  an  earlier  stnicture  that  offered 
"solutions"  for  specific  industries.  "Con- 
nectivity is  a  historical  core  competen- 
cy," he  says.  "But  a  core  competency 
is  not  a  strategy." 

Moreover,  dec's  claim  to  network  su- 
periority is  open  to  question.  A  decade 
ago,  it  was  the  acknowledged  leader,  but 
the  rest  of  the  woi-ld  has  not  stood  still. 
"There  is  no  way  on  the  planet  that 
Digital  is  the  best  at  networking,"  says 
Philip  C.  Anderson,  a  pi-ofessor  at  Dait- 
mouth's  Tuck  Business  School  who  fol- 
lows the  computer  industry.  "They  can 
do  a  good  computer  network,  but  the 
idea  that  they're  better  than  the  next  10 
or  15  companies  is  ridiculous." 

Some  observers  feel  that  Digital's 
networking  plans,  even  if  successful,  will 
do  little  more  than  add  a  few  margin 
points  to  what  is  really  a  hardware- 


CHIP  SHOP:  Hardware  is  Digital's 
mainstay,  until  networking  pays 


oriented  strategy.  The  new  Digital, 
argue,  looks  like  the  Digital  of 
1970s — when  it  was  known  as  a 
box"  company  and  before  it  trie 
take  on  IBM.  Then,  as  now,  it  sold 
performance  hardware  mostly  thr 
third  parties,  with  services  and 
ware  playing  a  supporting  role. 

There's  nothing  wi'ong  with  a 
ware  strategy — it  made  dec  the 
success  it  became  in  the  1980s.  B 
keep  up  with  today's  hot-box  co 
nies— Compaq,  Silicon  Graphics,  anc 
Microsystems,  to  name  a  few — n 
gearing  the  company  to  a  low-m; 
commodity-like  environment.  Eve 
day's  slimmed-down  Digital  may  n 
ready  for  that,  dec's  revenue  of  S, 
per  employee  looks  downright  ii 
cient  next  to  IBM's  $317,000  or 
$403,000.  "If  all  they  want  to  be 
volume  haixlware  playei',  they  still 
too  many  people,"  warns  Lynn  Be 
research  director  at  Gartner  Grou 
COMPUTING  ON  THE  GO.  Palmer  br 
at  the  idea  that  Digital  is  revertii 
simply  a  hot  hardware  company, 
would  leave  very  little  opportunit 
good  mai'gins  or  to  grow  the  busir 
he  says.  Digital  executives  claim 
ah'eady  have  many  of  the  pieces  tc 
port  theii'  networking  vision  and  pr 
to  reveal  more  in  coming  months, 
plan  to  push  a  raft  of  Digital  soft 
products  that  allow  computers  rui 
different  operating  systems  to  com 
cate  and  share  progi-ams.  And  the 
pany  recently  introduced  a  servi 
maintain  and  continually  upgrade  j 
tomer's  PCs  for  a  fixed  monthly  fee 
ing  away  the  headache  of  tiying  t( 
guess  the  pace  and  direction 
technology  at  the  endpoints  of  the 

Digital  also  is  focusing  on  seven 
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Tsmc 

introduces  a  foundry 
for  the  information  aye. 

The  fire  of  yesterday's  foundries  burns  today  in  our  hearts.  In  our 
commitment  to  productivity  and  technology.  •  TSMC  is  the  world's 
leading  semiconductor  foundry,  presently  producing  one  million  six- 
inch  wafers  annually,  representing  a  major  share  of  the  global  market. 
•  TSMC  is  a  dedicated  foundry,  where  customers  are  our  number  one 
priority  and  intellectual  property  is  prized.  And  protected.  We  don't 
manufacture  any  products  under  our  own  brand  name,  so  there  are  no 
licensing  issues,  no  conflict  of  interest  fears,  no  requests  for  equity.  • 
Instead,  there  is  seamless  transfer  of  data  and  execution  of  design 
specs.  With  methods  and  materials  that  complement  customer 
designs.  •  In  1995  our  new  billion-dollar  fab  will  begin  production. 
This  fab  will  be  capable  of  producing  30,000  eight-inch  wafers  per 
month  at  state-of-the-art  0.5  micron  technology,  migrating  to  0.35 
micron.  More  than  $400  million  in  annual  investments  will  enable  us 
to  produce  two  million  six-inch  equivalent  wafers  per  year  by  1997.  • 
Find  out  what  it  means  to  be  a  partner  with  the  world's  leading  semi- 
conductor foundry.  •  TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  No.  121,  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu  300,  Taiwan,  R.O.C. 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  lose,  CA  9S1 10  (408)  437-8762 
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Database  Marketing 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
40,000  emerging  firms,  mainly  private  but 
also  subsidiaries  of  public  companies.  Last 
year  one  in  six  of  these  companies  ex- 
panded employment  by  over  40%.  These 
firms  are  creating  new  jobs  and  they  have 
demonstrated  a  need  for  almost  every  kind 
of  business  product  or  service  -  everything 
from  office  equipment  to  disability  insur- 
ance to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for 
sales/marketing  executives  who  use  it. 
Taken  from  the  CorpTech  Directory  of 
Technology  Companies,  this  informafion 
on  disk  or  in  print  can  be  easily  added  to  a 
contact  manager  or  other  larger  database  for 
unlimited  annual  use.  It's  the  only  re- 
source available  that  uncovers  America's 
emerging  sector  of  technology  manufactur- 
ers. CorpTech  gives  you  their  names,  geo- 
graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
bilities of  their  133,000  key  execufives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
for  specific  products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  vour  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 


Plant  Trees  for  America 


Ten  free  Colorado  Blue  Spruces, 
will  be  given  to  each  person 
who  joins  The  National  Arbor  Day 
Foundation.  To  become  a  member 
and  receive  your  free  trees,  send  a 
Sli)  tnembership  contribution  to 
Ten  Sihie  Spruces,  National  Arbor 
i>ay  Foundation,  100  Arbor 
Avc.uk,  Nebraska  City,  NE  68410. 

Join  today,  and  plant  your  Trees 
for  Am;-rica! 

/^^Tlie  National 

Vll7  Arbor  Day  Foundation 


tentially-hot  new  markets  involving 
complex  networks,  notably  video  serv- 
ers, the  Internet,  and  mobile  computing. 
The  company  claims  it  has  won  about 
half  of  the  worldwide  contracts  for  vid- 
eo servers,  complex  systems  that  will 
dehver  TV  programming  on  demand. 
And  later  this  fall,  Digital  plans  to  un- 
veil a  software  progi'am  aimed  at  help- 
ing make  a  mobile  PC  act  like  it's  con- 
nected to  a  corporate  network,  even 
when  it's  not. 

While  Digital  waits  for  its  still-vague 
networking  approach  to  pay  off,  it  will 
have  to  rely  on  its  mainstay:  hardware. 
Rivals  such  as  Compaq  Computer  Coip. 
and  HP  have  cast  their  fate  with  the  in- 
dustiy-dominant  Intel  architecture,  but 

Digital  has  adopted   

a  twin-track  ap- 
proach. The  first 
track  is  the  building 
of  PCs  and  larger 
servers  using  Intel 
Corp.  chips,  dec's 
PC  unit  has  leapt 


pects  Digital's  Alpha  systems  sales 
soar  84%  in  fiscal  1995,  ending  Jun 
to  $1.7  billion,  and  may  rise  ano 
55%  by  next  June.  While  that's  im] 
sive,  many  of  the  sales  simply  re] 
older  Digital  hardware. 

Alpha  still  faces  a  long-term  j 
lem:  The  chip  hasn't  won  a  singlt 
fluential  convert  among  other  comj 
makers.  That  could  ultimately  prov  tv 
tal  when  it  comes  time  to  fund 
mind-boggling  cost  of  succeeding  gi 
ations  of  chips.  Digital  executives 
cede  that  they  will  have  to  find  a 
tion,  perhaps  by  finding  a  partn( 
share  the  cost  of  the  next  chip  {  [gt 
But  they  say  a  new  $450  million  pla 
Hudson,  Mass.,  will  carry  Alpha 
  the  next  centu  jp, 


Meanwhile 
count  on  Micrljit 
Coi-p.'s  Window 
operating  syste  ^ 
fuel  Alpha  sales 
which  is  catchir 

„  1         1  •!  •         quickly  as  an  ( 

from  an  asterisk  on    aild  mODlle  COItipUting   ating  system 

industry     market   — 

share  charts  three 


DEC  is  aiming  at  hot 
new  markets:  Video 
servers,  the  Internet, 


years  ago  to  No.  11  last  year  and  is 
predicting  a  sizzling  60%  gi-owth  rate 
for  fiscal  1996.  But  Digital  executives 
say  they've  dialed  back  theii'  ambition  to 
break  into  the  top  five  this  year,  and 
some  concede  the  PC  unit  is  unlikely 
ever  to  show  big  profits,  although  it 
does  provide  badly  needed  entry-level 
products  to  bring  dec  new  customers. 
ALPHA  AND  OMEGA.  Digital's  second 
track — its  real  edge  in  hardware — re- 
mains its  super-fast  Alpha  microproces- 
sor. The  chip  was  the  fii'st  with  64-bit 
architecture,  which  means  it  gi'abs  data 
ft'om  a  computer's  memory  much  faster 
than  industry-standard  32-bit  chips. 
Biinging  it  out  was  a  gamble  for  Digital, 
because  the  new  architecture  required 
software  makers  to  adapt  progi'ams  at 
gr-eat  expense.  Alpha  also  required  huge 
investment  in  r&d  and  chipmaking  that 
would  not  be  recouped  if  the  micropro- 
cessor didn't  catch  on  in  a  big  way. 

After  an  agonizing  lag.  Alpha's  speed 
is  beginning  to  attract  key  software. 
"The  price-performance  is  impressive," 
says  Ron  Robbins,  president  of  RTP 
Technology  Corp.,  a  Fair  Lawn  (N.J.) 
reseller.  "We're  taking  databases  off 
mainframes  and  putting  them  on  Alpha, 
and  crunching  data  in  2  minutes  vs.  22." 
In  April,  Oracle  Systems  released  an 
Alpha  version  of  its  popular  Oracle  7 
database,  a  combination  that  Oracle 
claims  produces  by  far  the  industry's 
best  performance.  John  B.  Jones  Jr,  an 
analyst  at  Salomon  Brothers  Inc.,  ex- 


network  ser 
mns  on  a  varie  ^ 


fei 


salt 


chip  designs.  In  theory,  that  will 
eliminate  Alpha's  biggest  handicap; 
of  applications  software.  Then,  Al 
superior  perfonnance  will  really  s  ^, 
out,  says  Ed  Caldwell,  chief  of  Di^ 
semiconductor  division.  "We  will  be 
to  so  outperform  Intel  and  every  ^ 
else  that  we'll  be  able  to  take  ove 
high-end  desktop,  period." 

Will  it  work?  Some  outsiders 
out  that  the  best  technology  rai'ely 
on  its  own.  Such  non-technical  issu 
marketing  ability,  market  momer 
and  availability  of  applications  soft 
usually  determine  long-term  win 
"There's  absolutely  no  histoiy  of  t 
migrating  toward  the  fastest  chip 
able,"  says  Gartner  Group's  Lynn 
Computer  power  is  advancing  so  r 
ly,  she  says,  that  most  customers 
stick  with  a  chip  that's  slower — as 
as  it  i-uns  popular  software.  Her  cc 
sion:  "There's  a  lot  of  wishful  thii 
going  on"  at  Digital. 

Not  as  much  as  there  once  was 
foi"e  Black  Friday,  Palmer  and  his 
utives  were  so  confident  that  A 
would  overahelm  the  competition 
they  never  reexamined  their  basi 
sumptions  about  the  business 
spent  heavily  on  building  a  sales  fo^ 
sell  end-to-end  solutions  in  specif 
dustries,  such  as  health  care  and  1 
cial  services,  and  clung  to  nonstrsj 
businesses,  such  as  making  disk  dw 

Black  Friday  made  it  clear  thatji) 
ital  had  neither  time  nor  mone,  '■ 


CO 
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sentials.  Suddenly  faced  with  ques- 
about  his  leadership  from  share- 
rs and  Digital's  board,  Palmer 
r  into  action.  An  engineer  by  train- 
le's  the  kind  of  guy  who  keeps  a 
his  daily  njnning  in  hopes  of  log- 
i5,000  kilometers  by  age  55 — Palm- 
lered  drastic  cuts.  Gone  are  the 
(ting  unit,  the  disk  drive  opera- 
ind  database  software, 
•mer  executives  say  the  CEO 
d  onto  a  rescue  plan  hatched  last 
;  by  Bain  consultants  and  Enrico 
yri,  an  ex-Olivetti  executive  and 
r  CEO  of  Zenith  Data  Systems, 
lad  relaunched  Digital  into  pes 
lurprising  success.  His  secret:  the 
it  was  a  stand-alone  entity,  aloof 
Digital's  matrix  setup.  "The  matrix 
are  was  a  major  part  of  our  prob- 
says  Charles  F.  Christ,  who  heads 
)mponents  unit.  In  the  matrix, 
jers  from  various  disciplines  met 
nmittees  that  were  supposed  to 
up  with  better  ideas  through 
pollination.  Bu''  responsibilities 
Dlurred,  and  when  Digital  started 
de  "we  ended  up  with  a  lot  of 
s  discussion  about  what  ought  to 
le,"  he  says.  The  system  masked 
and  forced  managers  to  waste 
/rangling  over  internal  procedures. 
Y  after  the  computer  systems  unit 
eparated  from  the  matrix,  says 
)ri,  did  managers  discover  they 
osing  30c  on  eveiy  doUai-  of  sales, 
and  administration  costs  were  2!^ 
higher  than  one  rival's.  Pesatori, 
lOw  heads  a  division  overseeing 
Upha-based  servers  and  PCs,  de- 
the  company  could  no  longer  af- 
;o  sell  to  10,000  accounts.  He 

the  sales  force  to  focus  on  just 
:op  clients,  boosting  the  percent- 
■  sales  through  indirect  channels 
8%  last  April  to  50%  today.  Pesa- 
ys  the  unit's  costs  are  competitive 
ndustry  averages  and  vdll  break 
)y  the  end  of  June. 

a  long  way  from  Black  Friday. 
»  a  lai'ge  degree,  the  accomplish- 

of  the  past  year  have  merely 
it  Digital  to  the  point  where  it's 
to  compete  again.  If  Palmer  can't 
DEC  stand  out  with  his  networking 
jy,  the  company  risks  following  the 
f  another  fonner  industiy  No.  2, 
!  Corp.,  which  now  mostly  serves 
base  of  customers  and  is  watching 
enue  slowly  shrink.  "We  are  not 
to  turn  ourselves  into  a  new  Uni- 
ows  Pesatori.  "Digital  is  a  compa- 
<  it's  too  proud,  where  people  be- 
they  will  make  a  difference  in 
lation  technology."  Once  again, 
I's  mission  is  to  deliver  on  that 
■e. 

By  Mark  Maremont 
171  Maynard,  Mass. 


DO  YOU  HAVE  THE  RIGHT  MIX 
OF  STOCKS,  BONDS, 
AND  CASH  RESERVES? 

Find  out  through  our  four-step  investing  plan.  Discover  how  your  objectives, 
time  horizon,  risk  tolerance,  and  financial  situation  help  to  determine  how 

your  assets  should  be  divided  among  stocks,   

bonds,  and  cash  reserves.  Then  learn  how  to 
carry  out  your  strategy  The  Vanguard 
Investment  Planner  is  a  valuable,  practical 
guide  to  investing. 

Call  l'800-962'5078 

Any  Hour,  Any  Day 
For  Your  FREE  Copy 

Vanguard  F"unds  are  offered  only  by  prospectus, 
which  includes  complete  information  on  advisory 
fees,  distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
<£)  Vanguard  Marketing  Corp.,  Distributor 
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America's  #1 
Money  Fund 


For  the  7  days  ended  5-9-95,  the  Strong 
Money  Market  Fund  ranked  #1  for  yield 
among  the  211  General  Purpose  money 
funds  tracked  by  the  Money  Fund  Repoit  f 
a  service  of  IBC/Donoghue,  Inc.  Call  for 
the  Fund's  most  recent  yield  and  free 
prospectus  kit. 

An  investment  m  this  Fund  is  neither  msuied  nor  guaranteed  by 
the  US.  government,  and  there  can  be  no  assurance  the  Fund 
will  be  able  to  maintain  a  stable  $1.00  share  pnce 

'  Free  check  writing     *  Start  with  $1,000 
■  Available  for  IRAs 


7-Day  Yields* 

(annualized  as  of 
5-9-95) 

6.25% 

Current  Yield 

6.45% 

Effective  Yield 

Performance  is  historical 


STRONG 


The  Strong  Money  Market  Fund 
1-800-368-9351 


Performance  and  rankings  are  histoncal  and  do  not  represent  future  results  Yields  vary 

'Source  Money  Fund  Reporf  The  Fund's  advisor  is  waiving  all  management  fees  and  expenses  through  June  1, 
1995  Without  this  waiver,  the  cunent  and  effective  yields  would  have  been  5  48%  and  5  67%,  respectively.  Effective 
yield  assumes  remvestment  of  dividends  For  more  complete  mforaiation,  including  management  fees  and  expenses, 
call  Stiong  Funds  Distnbutors,  Inc  for  a  fiee  prospectus  kit  Please  read  it  carefully  before  you  invest  or  send  money. 
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People 


LOBBYISTS 


A  YANKEE  IN 
TOKYO'S  COURT 

Bill  Duncan  champions  Japanese  carmakers 


It's  not  easy  being  Bill  Duncan  these 
days.  Usually,  the  scholarly  head  of 
the  Washington  office  of  the  Japan 
Automobile  Manufacturers  Assn. 
(jama)  likes  to  keep  a  low  profile.  But  in 
mid-May,  Senator  Carl  Levin  (D-Mich.) 
thrashed  Duncan  as  a  hypocrite  on  the 
Senate  floor.  Blasting  Tokyo  for  shut- 
ting its  markets  to  U.  S.  autos  and  auto 
parts.  Levin  quoted  liberally  from  a  book 
Duncan  published  more  than  20  years 
ago.  The  book,  declared  Levin,  who  had 
launched  a  concerted  search  for  the  long- 
out-of-print  account  of  the  early  rounds 
of  U.  S.-Japan  auto  negotiations,  "pro- 
vides strong  historical  support  for  the 
Administration's  decision  to  pry  open 
markets  which  have  been  discriminator- 
ily  closed  to  us  for  three  decades." 

As  the  American  spokesman  for 
Japan's  car  companies  at  a  time  when 
Washington  and  Tokyo  are  on  the  brink 
of  a  trade  war,  Duncan  better  get  used 
to  such  treatment,  jama  is  jockeying 
for  the  spotlight  as  the  June  28  deadline 
for  U.  S.  sanctions  on  imported  Japa- 
nese luxury  cars  nears.  It  has  already 
run  full-page  ads  in  The  New  York 
Times  and  The  Washington  Post  excori- 
ating the  Clinton  Administration's  stance 
as  strong-arm  tactics  that  won't  work. 
And  on  June  2,  jama  launched  its  first 
U.  S.  television  commercial,  aimed  at 
policymakers  and  journalists  in  the 
Washington  metro  area. 
TWEEDY  CREDENTIALS.  Such  methods 
ai'e  bound  to  lile  America-Firsters.  jama 
"is  just  mouthing  the  Japanese  govern- 
ment's propaganda  line,"  scoffs  Pat 
Choate,  author  of  Agents  of  Influence,  a 
book  about  Japanese  influence-peddling 
in  Washington.  But  the  man  crafting 
.iama's  message  belies  the  stereotype  of 
the  shck  lobbyist  in  an  Armani  suit. 
Bespectacled,  with  a  faint  New  Eng- 
land accent,  Duncan,  53,  looks  and 
y-.;nnds  like  a  professor  In  fact,  he  did 
post.^raduate  work  in  international  eco- 
nomi^^s  at  Tokyo's  prestigious  Keio  Uni- 
ve)-siS  •  and  earned  a  PhD  in  the  subject 
from  'l\)fts  University. 

Duncan  doesn't  speak  in  sou.nd  bites; 


he  lectures.  And  his 
background  and  long 
tenure  at  jama,  which 
he  joined  in  1976.  im- 
part an  intellectual 
authority  to  his  com- 
ments on  behalf  of 
Japan's  car  companies. 

"I  call  him  Dr.  Bill,"  

says  Phihp  A.  Hutchinson  Jr.,  president 
of  the  Association  of  International  Auto- 
mobile Manufacturers,  of  which  jama  is 
a  member  "He  has  a  depth  of  knowl- 
edge of  economic  subjects  that  most 
government-relations  people  lack." 

Duncan  spent  three  years  in  plan- 
ning for  Mobil  Corp.  before  taking  the 
jama  post.  He  says  he  was  drawn  to 
the  job  because  the  auto  industry,  like 
Big  Oil,  was  undergoing  dramatic  struc- 
tural change.  "When  I  was  at  Mobil, 
there  was  a  lot  of  anger  at  oil  compa- 

The  World 
According  to 
Duncan 

ON  THE  TRADE  IMPASSE  When 
Japan's  auto  makers  say  they're 
not  going  to  accept  what  is  basi- 
cally a  forced-sales  approach... 
they're  not  going  to  do  it." 

ON  THE  THREAT  OF  SANCTIONS 

"The  Clinton  Administration  has 
gone  to  bat  for  the  Big  Three  and 
is  now  on  the  verge  of  stealing  the 
bases  with  a  blatant  and  irrespon- 
sible violation  of  international  law." 

ON  THE  BIG  THREE   If  the  Euro 
pean  companies  can  make  it  in 
Japan's  vehicle  market,  surely  Ford, 
Chrysler,  and  General  Motors  can." 

ON  JAPAN'S  AUTO  INDUSTRY 

"It  was  the  basic  principles  of 
competition  that  made  the  Japan- 
ese automobile  industry  strong." 


"DR.  BILL":  Duncan  prefers  discourse  to  dramatics 


nies  because  prices  were  going  ui 
the  industry  was  still  providing  a 
valuable  service  to  the  American 
sumer,"  he  says.  "The  Japanese  ind 
in  the  very  same  way  came  in  as  a 
petitive  force.  It  was  providing 
quality  small  cars  when  the  U.  S 
not  have  high-quality  small  cars.'" 

He  denies  that  Japan's  indust 
closed  to  foreign  players,  argiiinjj 
U.  S.  carmakers  haven't  penetrate 
market  because  they  haven't  m; 
serious  effort.  But  he  concentrates 
of  his  rhetorical  fii'epower  on  U.  S. 
tiating  tactics.  Washington's  insis 
that  the  Jajjanese  commit  to  speci 
creases  in  purchases  of  American 
is  "a  forced-sales  approach,"  he 
"It  amounts  to  asking  anothei'  cap 
countiy  to  do  something  that  this  ■ 
try  would  certainly  never  accept.' 
SIVIART  MOVE.  Blasting  the  world's 
dard-bearer  of  ft'ee  trade  for  tiyi; 
manage  trade  is  a  forceful  argu 
that  has  put  the  Administration  c 
defensive,  jama  has  been  "very, 
skillful  in  making  purchasing  ts: 
the  whole  issue,"  concedes  Greii-  A 
senior  fellow  at  the  Economic  Str 
Institute,  a  Washington  think  tanl 
backs  the  White  House's  stance 
other  small  strategic  move:  jama  M 
the  heavyweight  lobbying  to  iinpn 
dealers  and  American  represent: 
of  Japanese  transplant  factories 
speak  for  U.  S.  workers  and  em] 

As  persuasive  as  Duncan  c 
however,  some  say  his  ai'gnment  ij 
the  subtleties  of  U.  S.Japan  trade, 
Ford,  General  Motors,  and  Chrysl 
working  harder  to  sell  cai-s  elsewh 
Asia  than  in  Japan.  But  as  Kevin 
er,  a  partner  with  the  Scowcroft  ( 
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GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 


CALL  1-800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


SAN     FRANCISCO    AIDS     FOUNDATION     1993  PHOTOGRAPHED 


■  Y     ANNIE  LEIBOVITZ 


MICHAEL  30  years  old.  Captain.  U  S 
Aif  Force  and  Veteran  of  the  Gulf  War 
Michael  learned  lie  was  HIV-posilive 
two  years  ago 

CAROL  30  years  old,  speaks  and  writes 
about  living  with  AIDS  Carol's  had  HIV 
for  several  years,  she  was  diagnosed  with 
AIDS  two  years  ago  Carol  and  Michael 
plan  to  renew  their  wedding  vows  on 
their  lOlh  Anniversory 


The  National  Organizationjii 
Salute  Members  of  iJ 


X'm  calling  on  CEO's 
of  companies  large 
and  small  to  join  this 
^^^concemed  group  of 
i^B  business  leaders. 

^  Hire  us!  We're  good 
for  business. 


President's  Circle 


Look  beyond  our 
disabilities  and 
all  America 
gains.' 

Jim  Brady.  Vice  Chairman 
National  Organization 
on  Disability 


Chairman's  Circle; 


American  Express  Company,  Harvey  Giilub 
Amway  Corporation,  Dick  DeVds 
Business  Week,  David  G-  Fcnn 
J.C.  Penney  Co.,  Inc.,  William  R  Hmvell 
Merrill  Lynch  &  Co.,  Inc.,  Daniel  P  Tully 
United  Parcel  Service,  Kent  Nelson 
VVtstinghoiise  Klectric  Corporation, 
Michael  H.  Jordan 


Vice  Chairman's  Circle 


AT&T,  Rohert  E,  Allen 
Citihank,  John  S,  Reed 

Kastman  Kodak  Company,  Genrge  M  C  Fisher 

Kannie  Mae,  James  A.  Johnson 

H..I.  Hein/  Company,  Anthony  J  F  O'Reilly 

Mohil  Corporation,  1,licio  A  Nolo 

Potomac  Klectric  Power  Company, 

Edward  I-  Milchell 
PP(;  Industries,  Inc.,  Jerry  E.  Dempsey 
Xerox  Corporation,  Paul  A.  Allaire 


Abbott  Laboratories,  D.L.  Bumham 
Alcoa,  Paul  O'Neil 

Aristech  Chemical  Corporation,  Thomas  Marshfl" 
CBS  Inc.,  Laurence  A.  Tiseh 
Dorsar  Investment  Company,  Stephen  L  Feinbe  i' 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation,  Charles  R  Lee 
Joseph  E.  Seagram  &  Sons,  Inc.,  Edgar  Bionfm  o 
O^^  I  Hollow  Enterprises,  Philip  E.  Beekman 
Shell  Oil  Company,  Philip  J.  Canoll 
Sunrise  Medical  Inc.,  Richard  H.  Chandler 
United  Capital  (Jroup,  Inc.,  JP  Mililli 
The  Washington  Post,  Donald  E.  Graham 
Wm.  Wriglcy,  Jr.  Company,  William  Wrigley 
Woolworth  Corporation,  Roger  Farah 


Leadership  Circle^ 


Anheuser-Busch  Companies,  Inc., 

August  A.  Busch,  III 
Bristol-Myers  Squibb,  Charles  A.  Heimbold,  Jr. 
Ford  Motor  Company,  Alex  Trotman 
Fortis  Benefits  Insurance  Company, 

Robert  B.  Pollock 
CJEICO,  l^uis  Simpson 
Johnson  &  .lohnson,  Ralph  Larsen 
Marriott  International,  Inc.,  J  W  Mamott,  Jr. 
MBNA  America,  Charles  Cawley 
New  York  Stock  Exchange,  William  H.  Donald^,k 
Northrop  Grumman,  Fsent  Kresa 
The  Riggs  National  Bank  of  Washington  D.C., 

Joe  L.  Allbritton 
Rockwell,  Donald  R  Beall 
Southern  National  Corporation/B  B  &  T, 

John  A,  Allison  IV 
U.S.  Can  Company,  William  J,  Smith 
Warner-Lambert  Company,  Melvin  R.  GoodesBl 


Council  Circle 


Advocate  Health  Care,  Stephen  L.  Ummel 
Alcatel  Network  Systems,  Inc.,  David  E.  Orr 
Alex  Lee,  Inc.,  Boyd  L  George 
Allegheny  Health,  Education  &  Research 

Foundation,  Sheril  S.  Ahdelhak 
Allianz  Life  Insurance  Co.  of  North  America, 

Lowell  C  Anderson 
Allstate  Insurance  Company,  Jerry  D.  Choate 
American  Brands,  Inc.,  Thomas  C.  Hays 
American  Home  Products  Corporation, 

John  R.  Slalloid 
Anigen,  Gordon  M-  Bindci 
AMP  Incorporated,  William  J.  Hudson 
Anisco  International,  Inc.,  Daniel  Darry 
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Anchor  Industries  Inteniational,  Vincent  J.  Ni  jjn 
Apple  Computer,  Inc.,  Michael  Splndler 
Applied  Materials,  James  C  Morgan 
Archer  Daniels  Midland  Company, 

Dwayne  ().  Andreas 
Arizona  Public  Service  Co.,  O.  Mark  DeMiche 
Arthur  Andersen  &  Co,  SC,  Lawrence  A.  Wei 
Arthur  I).  Little,  Inc.,  Charles  R  LaMantia 
Association  of  Trial  Lawyers  of  America, 

Larry  S.  Stowail 
Avis,  Joseph  V  Vittona 
Avon  Products  Inc.,  James  E  Preston 
Bank  of  America,  Riehard  M  Rosenberg 
Bank  of  Boston,  Ira  Stepanlan 
Baptist  Healthcare  System.  Inc.,  Tommy  J.  Sn 
Belz  Laboratories,  Inc.,  William  R  Cook 
Black  &  Veatch,  RJ.  Adam 
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X he  CEO 
Council  was 
established  by  the 
National  Organization  on 
Disability  (N.O.D.)  to  expand 
the  employment  of  people 
with  disabilities. 

Through  their  annual 
merfibership  contributions, 
;  CE^}Council  members 
supjiort  N.O.D.'s  important 
efforts  to  increase  the 
purticipation  of  people  with 
disabilities  in  the  workplace 
ill! (I  in  (lU  aspects  of  life. 


ability  and  Business  Week 
.ability  2000-CEO  Council 


-OSS  and  Blue  Shield  of  Massachusetts,  Inc., 

am  Van  Faascii 

eing  Company,  Frank  A-  Shroniz 

Worldwide,  Charles  Pecbler 

tone/Firestone,  Inc.,  Masatoshi  Ono 

'n  Union,  Robert  B.  Calell 

ng-Fcrris  Industries,  William  D.  Ruckelshaus 

■ick  Corporation,  Jack  F  Reichert 

ghs  Wellcome  Co.,  Philip  R.  Tracy 

lia  Steel  Industries,  Inc.,  Takehiko  Haga 

.'X  Corporation,  Cyril  C,  Baldwin,  Jr 

all  Group  Inc.,  George  Chall 

ion  Enterprises,  Inc.,  Walter  R  Young,  Jr 

:  Schwah  &  Co.,  Inc.,  Charles  R.  Schwab 

ase  Manhattan  Bank,  N.A., 

las  G.  Labrecque 

al  Banking  Corporation,  Walter  V.  Shipley 
n  Corporation,  Kenneth  T.  Derr 
r  Corporation,  R.  J  Eaton 
Group  Insurance,  John  K.  Leonard 
r  Group,  Inc.,  Albert  R.  Camper,  Jr. 
irox  Company,  G.  Craig  Sullivan 
ca-Cola  Bottling  Group  (Southwest),  Inc., 
ind  M.  Hollman 

-Palmolive  Company,  Reuben  Mark 
;t  Corporation,  Ralph  J  Roberts 
inwealth  Land  Title  Insurance  Co., 

;rt  Wender 

Limited  Partnership,  William  F.  Connell 
dated  Rail  Corporation,  David  LeVan 
ie.  Inc.,  Gilbert  Ford 
temational,  Charles.  R.  Shoemate 
,'orporation.  Waller  J.  Zable 

International  Inc.,  Jeffrey  B.  Stone 

&  Touche,  J.  MIehael  Cook 
<ter  Corporation,  K.  Grahame  Walker 
,  Incorporated,  Robert  W.  Mahoney 
lam  Construction  Corporation, 
Id  K.  Stager 

V  Corporation,  Donald  N.  Gray 

od  Company,  Inc.,  David  H  Murdock 

m  Resources,  Inc.,  Thomas  E.  Capps 

I  Sugar  Corporation,  Ed  Makin 

immunications  Corporation,  James  L.  Donald 

n  &  Bradstreet  Corporation, 

rt  E.  Weissnian 

,  Edgar  S.  Woolard,  Jr 

ne  Light  Company,  Wesley  W.  von  Schaek 

nc,  Frederick  J.  Mancheski 

Inc.,  Allan  L.  Schuman 

Inc.,  John  M,  Kucharski 
isurance  Companies,  Bruce  G  Kelley 
n  Electric  Company,  Charles  F.  Knight 

Young,  Philip  A.  Laskawy 
orporation,  Bruce  C  Gottwald 
1  Development  Corp.,  Maunce  H  Berk 
licago,  Richard  L.  Thomas 
terstate  Bancorp,  Edward  M.  Carson 
nancial  Group,  Terrence  Murray 
Magazine,  Makolm  S.  Forbes.  Jr 
tussell  Company,  Michael  J  Phillips 
n  Templeton  Group  of  Funds, 
es  B.  Johnson 

t  Broadcasting,  Cecil  L.  Walker 
-■ch.  Inc.,  G.  Kirk  Raab 
Electric  Company,  John  F  Welch,  Jr 
'  Motors  Corporation,  John  F.  Smith 
lette  Company,  Alf  red  M  Zeien 
nc,  Robert  A.  Ingram 

Rule  Insurance  Company,  John  M.  Whelan 
I'OdyearTire  &  Rubber  Company, 

5y  C.  Gault 

r  Electric,  Edward  McGrath 
roup.  Inc.,  Russell  Banks 


Harris  Corporation,  John  T.  Hartley 
Hartford  Steam  Boiler  Inspection 

and  Insurance  Co.,  Gordon  W.  Kieh 
Harvard  Community  Health  Plan,  Manuel  M.  Ferris 
Hasbro,  Inc.,  Alan  G.  Hassenleld 
The  Hearst  Corporation,  Frank  A  Bennack.  Jr 
Henry  Ford  Health  System,  Gail  L.  Warden 
Household  International,  Donald  C  Clark 
The  Huntsman  (iroup,  Jon  M  Huntsman 
Illinois  Tool  Works,  Inc.,  John  D  Nichols 
IMC  Global  Inc,  Wendell  F  Bueclie 
Ingersoll-Rand  Company,  J  E  Perrella 
Invacare  Corporation,  A,  Malachi  Mixon,  III 
Ithaca  Industries,  Inc.,  Jim  D  Waller 
J.P.  Foodservice,  Inc.,  James  L.  Miller 
J.P.  Morgan  &  Company,  Inc.,  Douglas  A.  Warner  111 
John  Hancock  Financial  Services,  Stephen  L.  Brown 
Johnson  &  Higgins,  David  A  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  .Jordan  Company,  John  W.  Jordan  II 
Keebler  Company,  Bnan  Cliadboume 
Kellogg  Company,  Arnold  G.  Langbo 
Kemper  National  Insurance  Companies, 

Gerald  L.  Maalniaii 
KeyCorp,  Victor  J  Rilev,  Jr 
Kmart  Corporation,  Ronald  Sloto 
Landstar  System  Inc.,  Jeffrey  C  Crowe 
R.H.  Macy  &  Co.,  Inc.,  Myron  E.  Ullman  III 
Mallinckrodt  Medical,  Inc.,  Robert  G.  Moussa 
Matol  Botanical  International,  J  F  Robert  Bolduc 
Matsushita  Electric  Corporation  of  America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

David  C.  Farrell 
McCaw  Cellular  Communications,  Inc., 

James  L,  Barksdale 
McGraw-Hill,  Inc.,  Joseph  L,  Dionne 
MCI  Communications  Corporation, 

Ben  C.  Roberts,  Jr 
McLane  Company,  Inc.,  Joe  Hardin.  Jr 
Meridian  Bancorp,  Inc.,  Samuel  A.  McCullough 
The  MetroHealth  System,  Terry  R  White 
Michael  T.  Rose  Companies,  Michael  T.  Rose 
Motorola  Inc.,  Gaiy  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl.  Jr 


For  membership 
information  contact 
Martin  Walsh, 

CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 
Tel  202-293-1944 
Fax  202-293-7999 
TTD  202-293-5968 


NATIONAL 
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Donated  Public  Service  Advertisement 


NEC  America,  Inc.,  Mineo  Sugiyama 
Ncllcor  Inc.,  C  Raymond  Larkin,  Jr 
New  Jersey  Resources  Corporation, 

Oliver  G,  Richard.  Ill 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northern  States  Power  Company, 

James  J.  HowiU'd  III 
Novell,  Inc.,  Robert  J.  Frankenberg 
Olin  Corporation,  John  W.  Johnstone.  Jr 
Oshman's  Sporting  Goods,  Inc.,  Alvin  N.  Lubetkin 
Oxford  Industries,  J  Hicks  Lanier 
Pall  Corporation,  Eric  Krasnoff 
The  Parsons  Corporation,  Leonard  J  Pieroni 
Pegasus  Gold  Corp.,  Werner  G.  Nennecker 
Pioneer  Financial  Services,  Inc.,  Peter  W  Nauert 
Pitney  Bowes  Inc.,  George  B  Har\ey 
Polaroid  Corporation,  I  MacAllister  Booth 
PoIyGram  Holding  Inc.,  Enc  Kronfeld 
Price  Waterhou.se  LLP,  Shaun  F.  O'Mallcy 
The  Principal  Financial  Group,  David  Drury 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ryan 
Public  Service  Company  of  Oklahoma, 

R.L.  7,emanek 
The  Reader's  Digest  Association,  Inc., 

James  P  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  ^'ork  Corporation,  Walter  H.  Weiner 
Ringier  America,  Inc.,  Edward  C  Nytko 
RJR  Nabisco,  Inc.,  Charles  M.  Harper 
The  Rockefeller  (iroup,  Richard  A.  Voell 
The  Rockport  Company,  Inc.,  Angel  Martinez 
Rodale  Press  Inc.,  Ardath  Rodale 
Safety-Kleen  Corp.,  John  G,  Johnson 
SAIC,  J.  Rtibcrt  Beyster 

Sandoz  Pharmaceuticals  Corporation,  Heinz  Imhof 
Schering-Plough  Corporation,  Robert  P.  Luciano 
Sea-Land  Service.  Inc.,  John  Clancey 
Sensormatic  Electronics  Corporation, 

Ronald  G  Assaf 
SERD/BTS,  Meicedcse  M  Miller 
Shawmut  National  Corporation,  Joel  B  Alvord 
Simplex  Time  Recorder  Co.,  Edward  G  Watkins 
SmithKline  Beecham,  Jan  Leschly 
Sony  Electronics,  Inc.,  Carl  J.  Yankowski 
Sprint,  William  T  Esrey 
State  Farm  Insurance  Companies, 

Edward  B.  Rust,  Jr 
Statistica,  Inc.,  Jerry  L.  Ashworth,  Sr 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Edward  T.  Eogarty 
Teepak,  Inc.,  James  E.  Hemicsdorf 
Tenet  Healthcare  Corporation,  Jeffrey  C  Barbakow 
Towers  Perrin,  John  T.  Lynch 
Tt"ansamerica  Occidental  Life  Insurance  Company, 

David  R.  Carpenter 
Transco  Energy  Company,  John  P  DesBarres 
LILLICO.  Inc.,  Robert  A.  Georgine 
United  Technologies,  George  David 
UNUM  Corporation,  James  F  Orr.  Ill 
USAir,  ,Seth  E.  .Scliofield 
US  West,  Inc.,  Richard  D.  McComiick 
W.R.  Grace  &  Co.,  Thomas  A,  Holmes 
Washington  National  Insurance  Company, 

Robert  Patin 
Wells  Rich  Greene  BDDP,  Kenneth  S.  Olshan 
Western  Publishing  (iroup.  Inc.,  Richard  A.  Bernstein 
Western  Resources,  Inc.,  John  E.  Hayes,  Jr 
Whirlpool  Corporation,  David  R.  Whitwam 
Workman  Morris  Molina,  Edward  L.  Workman 
Wyse  Technology,  Inc.,  Douglas  Chance 
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YOU'VE  JUST  MISSED  THE  FIRST  SIGN  OF  BREAST  CANCER  IF  YOU  DIDN'T 
THE  SMALL  DOT  IN  THE  UPPER  LEFT  HAND  CORNER  Because  it  can  start  that  sp 
inside  your  breast.  That's  why  a  yearly  mammogram  is  a  must,  especially  if  you're  a  wo 
over  the  age  of  50.  Doctors  agree  the  older  you  get,  the  higher  the  risk  of  breast  cancer.  E 
detected  early,  you  increase  your  chances  of  successful  treatment.  So  even  though  you  earn 
have  missed  the  first  sign  of  breast  cancer,  a  mammogram  won't.  For  more  information,  pi 
call  the  American  Cancer  Society  at  1-800-ACS-2345. 


A  MAMMOGRAM  EARLY  DETECTION  IS  THE  BEST  PROTECTION. 
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lington  consulting  firm,  notes, 
)arts  companies  that  are  eager 
in  Japan  "have  been  frustrated 
an's  regulatory  structure"  and 
idden  barriers. 

;over,  the  idea  of  setting  volun- 
rts-purchasing  goals  was  original- 
o's.  In  1992,  at  the  urging  of  the 
f  of  International  Trade  &  Indus- 
an's  carmakers  agreed  to  double 
irchases  of  American-made  com- 

to  $19  billion.  That  goal  will 

this  year,  but  the  U.  S.  wants 
3  double  it  again.  Duncan  credits 
ny-to-company"  dealings  for  the 
1  parts  purchases,  glossing  over 

that  the  fear  of  sanctions  drove 
auto  makers  to  deal  with  Amer- 
"ts  suppliers  in  the  first  place, 
the  Clintomtes  insist  that,  far 
ireatening  free-market  capital- 
/re  seeking  short-term  affirma- 
ion  for  a  key  sector.  A  similar 
h,  launched  in  the  late  1980s, 
J.  S.  semiconductor  manufactur- 

a  20%  share  of  Japanese  sales. 
/lEW.  Duncan  wins  praise  from 
stry  adversaries^  for  his  gentle- 
/ays  and  his  initiative  in  arrang- 
jhxriaMng  sessions  between  U.  S. 
ippliers  and  Japan's  carmakers, 
omeone  I  feel  very  comfortable 
with,"  says  Andrew  H.  Card  Jr., 
it  of  the  American  Automobile 
iturers  Assn.  "The  trauma  of 
never  affects  our  ability  to  work 
•."  Then  again,  Duncan  could  be 
raise  good  manners  to  an  art 

Senator  Levin's  attack,  he  says: 

U.  S.  senator  respects  my  book 
to  read  pages  into  the  Congres- 
iecord.  I  can't  be  anything  but 

by  that." 

iome  Administration  officials 
ncan's  polemical  style  an  irri- 
mpediment.  He  sticks  tightly 
5  public  line.  "He's  not  the  kind 
m  you  can  talk  to  to  resolve 
l,"  grouses  one  official.  "Even 
)ta  people  acknowledge  there's 
irea,  where  they  can  do  more 
an  we." 

irse,  the  well-heeled  Washington 
Duncan  is  part  is  full  of  both 
and  Lexuses,  and  representing 
carmakers  "hasn't  been  particu- 
comfortable,"  he  says.  When 
iam  what  he  does,  "the  usual 
•  is,  'I've  been  driving  a  Japa- 
and  I  love  it.' "  Duncan  himself 
und  the  northem  Virginia  sub- 
ere  he  lives,  in  a  Nissan  Maxi- 
Toyota  Previa.  But  he  fondly 
le  GM  Cutlass  station  wagon  he 
le  early  '80s.  No  one  is  lobbing 
Bill  Duncan.  But  as  the  rancor 
e  may  be  dodging  more  brick- 
n  the  Ukes  of  Senator  Levin. 
iy  Amy  Bomis  in  Waskington 


One  of  the  "best  bond  funds 
for  the  long  haul." 

U.S.Ncws  &  World  Report— February  6, 1995 


a 


Benham  GNMA  Income  Fund 


Ginnie  Mae  Fund  has  earned  a  reputation  for  consistent 
performance — and  high  marks  from  financial  publications. 

In  the  March  1995  issue  of  KipUnger's  Personal  Finance  Magazine,  the 
Fund  was  recommended  as  a  core  holding  for  investors  seeking 
steady  income.  And  Forbes  magazine  named  it  a  "Best  Buy" 
for  the  fourth  year  in  a  row.* 

High  quality  and  no  commissions. 

The  Fund  invests  in  high-quality  securities  issued  by  the 
Government  National  Mortgage  Association — among  the 
highest-yielding  U.S.  government  securities.  And  it  is 
true  no-load,  so  you  pay  no  commissions  or  12b-l  fees. 


Call  1-800-331-8331 

for  your  free  iuvestment  kit 


□  The  Benham  Group® 

r  I  II  ('  II II  -  /  ii  17  (/  III  II I II  (I  I  I II II  d  ^ 

You  will  rcceiiv  a  prospectus  with  more  complete  iiifoniiiitiou  on  miiiiagemeiit  fees  ami  expenses  to 
read  cnrefully  before  you  invest.  Past  performance  does  not  guarantee  future  results.  Yield  and 
share  price  will  vary  so  that  when  reiieemed.  shares  may  be  -worth  more  or  less  than  their  orignial 
cost.  *Forbes  mngaiinc,  August  2'-^,  19'-^4.  Pcnlnim  Distnbiitors,  Inc.  M5BW1 


YOU  KNOW  HOW  YOUR 
STOCKS  ARE  DOING. 

WHAT  ABOUT 
YOUR  BONDS? 

There  aren't  "municipal  bond  pages"  like  there  are  "stock  pages" 

So  how  do  you  knov/  if  the  value  of  your  municipal  bonds  has  changed? 

Call  Standard  &  Poor's/PSA  Municipal  Bond  Service,  1 -800-BOND-INFO 
(1-800-266-3463),  during  business  hours. 

For  only  $9.95,  you  can  get  25  benchmark  price  quotes  on  outstanding 
bonds,  and  their  current  credit  ratings. 

We'll  be  able  to  help  you  faster  if  you  know  the  bond's  name,  the  issuer's 
name,  the  date  of  issuance,  as  well  as  the  interest  rate  and  maturity  date. 
,  There's  no  other  service  like  this  for  bond  values  -  on  the  spot. 

Coll.  Shouldn't  you  be  tracking  your  municipal  bonds  like  you  track  your  stocks? 


THE  VALUE  OF  MUNICIPAL  BONDS  RIGHT  NOW 


Sports  Business 


THE  DRUG  TRADE 


STEROIDS: 

A  SPREADING  PERIL 

Thousands  of  young  U.S.  athletes  are  risking  their  health 


If  you  are  a  middle-class  American 
and  have  a  serious  athlete  in  the 
house,  odds  are  that  your  youngster 
has  at  least  thought  about  taking 
steroids.  It  doesn't  matter  if  you  live 
in  Seattle  or  Grosse  Pointe  or  Boston. 
Steroids  are  eveiywhere. 

In  the  four  years  since  anabolic  ster- 
oids went  on  the  federal  controlled-sub- 
stance  list,  their  legal  manufacture  in 
the  U.  S.  has  been  severely  r-estricted, 
yet  they  appear  to  be  more  available 
than  ever  It's  no  mysteiy  why.  Domes- 
tic demand  is  enormous,  and  profits  ai'e 
excellent.  A  single  kilogi-am  of  raw  tes- 
tosterone purchased  legally  at  whole- 
sale for  $500  can  sell  for  $24,000  on  the 
black  market,  be  mixed  with  calcium 
and  made  into  tablets,  and  produce 
about  $100,000  in  illicit  steroid  sales. 
Says  Gene  R.  Haislip,  deputy  assistant 
administrator  of  the  Dnig  Enforcement 
Agency  (dea):  "We  see  factories  all  over 
the  world  jjroducing  amounts  clearly  in 
excess  of  any  legitimate  need,  but 
they're  only  meeting  market  demand. 
This  is  a  consumer-driven  operation." 
STARTING  AT  10.  Steroids  are  being 
abused  not  just  by  elite  athletes  out  to 
set  records,  such  as  the  young  Chinese 
swimmers  who  tested  positive  at  the 
Asia  Games  in  Hiroshima  last  October 
(page  140).  They  are  being  taken  by 

WILD 
HULK 

"I  had  this 
one  kid 
-15  years 
old-I  made 
a  monster 
out  of  him. 
I  took  him 
from  180 
pounds 
to  '236  in  a 


jocks  all  across  Amei-ica  and  often  by 
young  people  just  out  to  look  good. 

How  many  American  teenagers  are 
taking  steroids?  It's  tough  to  get  hard 
numbers.  The  University  of  Michigan's 
Monitoring  the  Future  study,  released  in 
December,  1994,  reports  that  more  than 
200,000  high  school  males  nationwide 
took  steroids  within  the  year.  Other  es- 
timates between  1988  and  1994  put  the 
number  of  teens  who  used  steroids  as 
high  as  500,000  a  year,  with  confii'med 
reports  of  kids  starting  as  young  as  10. 

"It  doesn't  matter  if  the  number  is 

3%  or  6%  Too  many  parents  are 

simply  not  alarmed  that  their  kids  are 
taking  them,"  says  Alan  I.  Leshnei', 
head  of  the  National  Institute  on  Drag- 
Abuse  (NIDA). 

In  a  world  where  young  people  are 
constantly  being  bombarded  by  images 
of  Adonis-like  bodies  and  poweiful  ath- 
letes signing  multimillion-dollar  con- 
tracts, steroids  can  look  like  a  magic 
elixir.  The  problem  is:  They  work. 
"Juice,"  as  steroids  are  called  by  gym 
rats,  can  pump  you  up  fast,  increase 
your  speed,  decrease  the  time  it  takes 
to  rebound  fi-om  a  seiious  workout,  and 
often  make  you  as  ferocious  as  Mike 
Tyson  with  a  bloodied  nose.  Anyone 
who  has  ever  used  them  or  competed 
against  a  user  knows  that.  A  piimped-up 


ii  year 


KOSTAS,  BEFORE  AND  AFTER:  He  liuw  preackes  against  steroidti 


INJURY  EXPERT 
GAA  WORKS  ON  A 
TEEN  WHO  DOES 
NOT  DO  STEROIDS 


Ben  Johnsonlprr, 
the  power  o:  i  thai 
oids  strikingljii„(j 
when  he  bea  and ; 
Lewis  in  the  1988  Olympic  100  n  o 

"After  Johnson  got  caught,  a  n  aj^, 
of  my  colleagues  agreed  stero  le 
would  increase,"  says  Charles  "irsgj 
pi'ofessor  of  sport  science  at  Pera  l^fp 
nia  State  University.  "He  was  ling,, 
was  buff,  and  he  blew  Carl  '.,\\\ 
doors  off.  That's  still  the  fastesijj] 
ever  recorded."  idy^ 
The  International  Olympic  Con  j^'t^jj 
began  testing  in  197fi,  and  10  yej  fo,. , 
er  the  National  College  Athletic  itgifr 
started  a  similar  progi-am.  But  jjjj^ 
four  major  sports  leagues  in  Ai^^^.^^ 
only  the  National  Football  Leaje.|jj]^ 
quires  tests  for  steroids.  jfjjt 
Big-time  sports  "like  the  be;()(j;|,ji 
says  Yesalis.  "It  gives  world  riij,.j|. 
bigger-than-hfe  humans  with  tij^,. 
dous  physical  capacities  they  co  |),^'; 
attain  without  drags.  That  sells  j,,,.^^' 
sion  minutes  and  endorsements. 

It  was  pi-edictable  that  the  4 
population  would  eventually  war 


promise.  Nationwide  use,  set 
than  1  million  by  nida,  is  ad- 
underrepoited.  Smoking  gi-ass 
and  cocaine  has  its  own  cachet, 
0  wants  to  confess  that  their 
are  chemically  induced? 
le  high  school  level,  too  many 
fs  get  mixed  messages  from  au- 
igures.  Stories  abound  of  coach- 
ng  away  while  young  players 
.  When  concem  about  anabolic 
in  Illinois  prompted  a  state- 
idy  in  1991,  results  showed  that 
•s/coaches"  ranked  second  as  a 
for  the  drugs,  right  behind 
ites/friends."  A  shocking  21%  of 
id  a  coach  or  teacher  suggested 
,  reports  Gregoiy  Gaa,  who  ran 
2-funded  study.  In  Panama  City, 
t  fall,  one  membei'  of  the  high 
botball  team  allegedly  killed  a 
layer  over  a  steroid  deal  gone 
lice  say  the  assaOant  didn't  have 
00  he  needed  for  his  roids. 
gotten  calls  from  parents  want- 
;now  where  to  get  steroids  for 
Is,"  says  Gaa,  coordinator  of  out- 
ervices  for  the  Great  Plains 


WHAT.  WHEN,  WHY.  HOW  BAD 


ORIGIN  Anabolic  steroids,  a  syn- 
thetic version  of  the  male  hormone 
testosterone  that  occurs  naturally 
m  the  body,  were  developed  in  the 
1930s  to  help  patients  malnour- 
ished because  of  disease  and  war. 

MEDICAL  USE  Today,  steroids  are 
used  chiefly  to  treat  men  who  have 
lost  the  ability  to  produce  testosterone. 

ATHLETIC  APPEAL  Steroids  in 
crease  lean  body  mass  and 
strength,  improve  muscle  defini- 
tion, quicken  acceleration,  and  de- 
crease recovery  time — permitting 
more  frequent  workouts  and  thus 
even  swifter  gains  in  speed, 
strength,  and  bulk.  They  can  also 
induce  aggressiveness. 

DANGERS  The  telltale  signs  of 
steroid  abuse:  acne,  a  deep  voice, 
facial  and  body  hair  in  women;  en- 
larged breasts  in  men.  More  seri- 
ous is  the  potential  for  testicular 
shrinkage,  liver  tumors,  liver 
chemistry  abnormalities,  altera- 
tions in  tendons,  reduction  of 
HDL-cholesterol,  and  increased 
total  cholesterol.  Dependency  syn- 
drome is  also  documented,  and 
users  sharing  needles  risk  HIV 
and  hepatitis.  Steroids  can  perma- 
nently halt  the  growth  of  long 
bones,  causing  shortened  stature 
in  teenagers. 

DATA:  BUSINESS  WEEK 


spdits  Medicine  &  Rehabilitation  Center 
in  Peoria,  which  treats  sports  injuries 
across  Illinois.  "One  guy,  calling  about 
his  seventh-grade  son,  said  he  had  all 
this  potential  to  be  an  outstanding  ath- 
lete but  just  wasn't  big  enough." 
ROIDRAGE.  Usage  among  teenagers  is 
particularly  disturbing  because  it  can 
stop  the  gTowth  of  long  bones  and  cur- 
tail height.  There  is  also  the  potential 
for  testicular  shrinkage,  liver  tumors, 
liver  chemistry  abnormalities,  altera- 
tions in  tendons,  reduction  of  HDL-cho- 
lesterol, and  increased  total  cholesterol. 

Who  knows  what  physical  problems 
lie  ahead?  Says  Dr.  Gaiy  I.  Wadler  of  the 
American  College  of  Sports  Medicine  and 
Cornell  University  Medical  College:  "I 
have  gi'eat  concerns  for  what  we're  going 
to  see  10  to  15  years  down  the  road." 

There  is  gi'owing  evidence  that  ster- 
oids can  be  a  psychological  bombshell, 
too.  Hanison  G.  Pope  Jr.,  assistant  pro- 
fessor of  psychiatiy  at  Hai*vai'd  Medical 
School,  warns  that  such  reactions  are 
unpredictable.  "These  are  people  with 
no  history  of  violence  or  mood  swings 
who  will  nevertheless  go  berserk  on 


steroids,  in  rare  cases  becoming- 
homicidal,"  he  says. 

Gi'eg  Kostas,  a  35-year-old 
raw-materials  buyer-  for  a  gas^ 
ket  manufacturer  in  Boston, 
used  steroids  for  13  years.  He 
went  from  his  natural  183 
pounds  to  242  within  22 
months.  The  gym  was  where 
he  bought  his  fii'st  steroids  and 
eventually  where  he  began  sell- 
ing them. 

And  the  gym  became  his 
pulpit  to  preach  the  steroid 
gospel  to  kids — no  less  than 
100  by  his  own  count.  That's 
the  pattern  in  the  gyms:  First 
you  are  inspired  by  the  hulks, 
then  you  inspire  others.  "I  had 
this  one  kid,  15  years  old — I 
made  a  monster  out  of  him," 
says  Kostas  of  one  three-year 
training  partner.  "I  took  him 
from  150  pounds  to  236  in  a 
year,  and  he  was  out  of  con- 
trol, fighting,  stealing." 

Kostas  still  works  out,  but 
he  quit  taking  drags  yeai's  ago. 
Too  many  problems:  high  blood 
pressure,  swollen  lymph 
nodes — and  guilt  about  the 
kids.  "I  did  wrong  for  13  years, 
and  it  was  time  to  set  it  right," 
says  Kostas,  who  now  lectur-es 
youngbloods  at  the  gym  about 
the  dangers  of  steroids. 

This  physical  alchemy  does 
not  come  cheap.  Steroids  are 
taken  in  cycles,  6  to  12  weeks 
long  and  usually  in  groups,  a 
practice  called  "stacking."  De- 
pending on  the  kinds  and  number  of 
dmgs,  a  shoit  four-dmg  cycle  can  cost 
about  $2,000.  A  champion  bodybuilder  in 
one  recent  dea  case  spent  $30,000  a  year. 

Where  are  these  steroids  coming 
from?  Mostly  not  from  America.  While 
legal  drug  sales  have  doubled  in  the 
past  five  years,  to  $71  billion,  legitimate 
steroid  sales  in  the  U.  S.  are  down  to 
about  $3  million  annually  at  wholesale. 
That's  less  than  half  the  figiu-e  for  1989, 
before  they  were  controlled,  says  Su- 
san Koch  of  IMS  America,  a  pharmaceu- 
tical marketing  research  fum. 

Foreign  opportunists  have  rushed  to 
satisfy  illegal  demand  in  the  U.  S. 
Steroids'  new  popularity  has  spurred 
production  in  Greece,  India,  Poland,  and 
Spain  according  to  the  dea,  and  recent 
investigations  indicate  activity  in  South 
Korea.  But  the  results  of  a  si.x-month 
BUSINESS  WEEK  inquiry  point  to  Europe 
and  Mexico  as  primary  sources  for-  the 
international  steroid  traffic,  a  trade  gen- 
erating as  much  as  $750  million  a  year. 

Dr.  Tomas  Buril,  former  director  of 
the  Czech  Republic's  national  dmg  intel- 
ligence sei-vice,  observes  that  political 
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upheaval  in  Eastern  Eui'ope  has  allowed 
clandestine  steroid  labs  to  floiuish.  With 
privatization  of  the  phaiTnaceutical  in- 
dustry, Buril  says,  many  of  the  rigid 
controls  of  the  communist  regimes  have 
disappeared,  and  drug  traders  have  cap- 
italized on  cracks  in  the  system. 

Russia's  Drug  Control  Dept.  reports 
that  steroids  reach  the  black  market 
right  ft-om  factories  and  warehouses,  to 
be  sold  openly  on  the  street.  And  Buril 
says  that  steroids  stockpiled  by  the  for- 
mer Red  Army,  which  encouraged  their 
use,  have  just  disappeared.  Of  grave 
concern  are  potentially  more  hazardous 
animal  growth  honnones  coming  out  of 
Bulgaria.  "It  is  quite  easy  to  convert 
these  products  for  human  consumption," 
says  Ladislav  Koukal,  an  Interpol  officer 
in  the  Czech  Republic. 

The  biggest  steroid  raid  ever  con- 
ducted in  Britain  points  up  the  interna- 
tional nature  of  the  business.  On  a  cold 
December  day  in  1993,  authorities  hit 
two  innocuous-looking  industrial  build- 
ings north  of  London  on  a  tip  that  the 
designer  drug  Ecstasy  was  being  made 


there.  Instead,  the  raid  netted  $1.6  mil- 
lion worth  of  drugmaking  equipment 
and  raw  testosterone  that  had  some- 
how been  obtained  from  Roussel  Uclaf, 
a  French  phaiTnaceutical  company.  The 
mastermind  of  the  operation  had  fled 
steroid  manufactimng  chai'ges  in  his  na- 
tive Australia,  jumping  bail  with  an- 
other Aussie  to  set  up  shop  in  Britain. 
Police  closed  the  friend's  plant  in  raral 
Scotland  last  summer,  confiscating 
$852,000  worth  of  steroids. 

"This  was  an  enormous  opera- 
tion . . .  [with]  manufactui'ers  supporting 
wholesalers,"  says  Detective  Constable 
Andrew  D.  Morter.  Professional  tablet- 
ing  machines  turned  out  counterfeit 
Ciba-Geigy  Ltd.  steroid  pills,  complete 
vrith  a  stamped  "C."  Packaging  was  es- 
pecially convincing,  with  batch  numbers 
and  bar  codes  corresponding  to  prod- 
ucts by  the  legitimate  manufacturers. 
Police  cleared  out  three  warehouses  of 
about  1  million  items  and  uncovered  ev- 
idence that  drugs  had  already  been 
shipped  from  there  to  the  U.  S. 

It  was  a  huge  operation  for  Britain — 


but  worth  only  a  few  lines  in  a  schei 
ic  tracing  steroid  sources  worldwidej 
their  gi-owing  market.  Federal  go\a 
ment  seizures  indicate  that  Mexic-J 
America's  main  provider.  Persona  a 
quantities  are  so  available  that  Casi 
nia  drug  officials  christened  the  a 
south  from  Tijuana  to  Rosarito  B« 
and  Ensenada  "the  Roid  Comdor.'': 

Day-trippers  into  Baja  tryin:"^ 
sneak  back  into  Cahfornia  with  hi 
fuls  of  pills  and  injectables  stuffed'ii 
purses  or  jackets  only  hint  at  the  jiS^ 
lem.  While  officials  insist  that  the  ei-- 
smuggling  truckloads  of  steroidsi); 
ended,  they  describe  a  pattern  of  sa: 
er  shipments  constantly  challerk 
American  diligence.  In  fiscal  1994,  .. 
postal  inspectors  made  117  airestji 
steroid  trafficking,  most  cases  inii 
ing  weeks  of  tracking  and  sui-veillr 
They  seized  75,000  units,  with  a  Sig 
unit  defined  as  50  tablets,  or  one.t) 
vial  of  injectable  steroid  mateii 
enough  to  keep  a  serious  ate 
pumped  up  for  two  to  four  weeks. 

Smugglers  have  coimtered  by  tu 


DOES  CHINA  FEED  ITS  ATHLETES  JUICE  ? 


In  the  world  of  international  athletic 
competition,  the  medal-laden  Chinese 
are  fast  becoming  the  East  GeiTnans 
of  the  1990s.  The  difference:  Though 
long  suspected  of  enhancing  the  perfor- 
mance of  its  athletes  with  drugs,  the 
East  Germans  never  got  busted  as  bad- 
ly as  China's  athletes  did  last  October. 

On  their  way  to  the  Asian  Games  in 
Hiroshima,  seven  Chinese  swimmers, 
two  canoeists,  a  hurdler,  and  a  cyclist 
were  tested  and  caught  with  an  anabol- 
ic steroid  in  their  urine.  Aided  by  a 
sensitive  new  test,  Japanese  experts 
zeroed  in  on  the  Chinese  swim  team, 
whose  record-shattering  progress  had 
left  a  lot  of  incredulity  in  its  wake. 
{Last  year,  China's  women  swimmers 
won  an  amazing  12  of  16  gold  medals  at 
the  world  championships  in  Rome,  after 
winning  no  golds  in  the  1986  Olympics.) 
STRICT  RULES?  Beijing  responded  an- 
grily— first  denying  that  its  athletes 
were  on  steroids  and  then,  when  evi- 
dence was  incontrovertible,  maintaining 
that  there  had  been  no  official  involve- 
jnent.  At  the  same  time,  Beijing  sports 
authorities  announced  a  so-called  Three 
SLi  M-ts  dreg-enforce- 

CHINA'S 

ment  program  alleged-  gwiMMERS 
ly  designed  to  keep  its    dazzled  THE 
athletes  clean.  China's     ROME  MEET 


Foreign  Affairs  Ministry  said  the  inci- 
dents of  diTig-taking  by  1 1  of  the  coun- 
try's star  athletes  represented  only  "an 
act  by  individuals."  Speaking  at  an  anti- 
doping  conference  held  earlier  this  year, 
Wu  Shaozu,  president  of  the  Chinese 
Olympic  Committee,  stated  the  coun- 
tiy's  official  policy:  "We  will  not  use 
drugs  even  if  tlit-se  ai'e  dings  tliat  can- 


not be  detected.  We  will  not 
even  if  others  use  drugs,  and 
rather  not  win  medals  than  u 
However,  Forbes  Carlile,  s 
for  the  Australian  Coaches  A 
claims  that  "in  the  1980s,  Ch 
brought  in  East  German  coa( 
same  guys  who  were  using  si 
East  Gtmnanv."  The  assutiat 
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rivate    carriers.   BEN  JOHNSON 
Customs  is  as-   SHOWED  THE 
POWER  OF 

I  to  stop  them,  STEROIDS 
ly  at  obvious  en- 
Dints  such  as  New  York's  JFK 
ational  Airport  but  also  at  huge 
e  terminals  such  as  the  Federal 
ss  facility  in  Memphis, 
toms  reported  1,185  seizures  of  dif- 
quantities  of  anabolic  steroids  for 
jut  it  will  not  estimate  how  much 
I  its  net.  "Steroids  aren't  gold," 
J.  S.  Postal  Inspector  Edwai'd  C. 
ger,  who  works  international  cases 
lis  Spiingfield  (Mo.)  office.  "Smug- 
just  keep  sending  more,  hoping 
get  through."  Joe  Kenney  of  the 
•nia  State  Biu'eau  of  Narcotic  En- 
lent,  a  veteran  of  the  steroid  beat, 
tes  authorities  stop  as  little  as  7% 
foid  shipments  fi"om  abroad.  Be- 
federal  sentencing  guidelines  are 
on  the  amount  of  dinigs  in  a  traf- 
5  possession — and  a  single  dose  of 
Is  is  defined  as  50  piUs — jail  time  is 
ich  of  a  deteiTert. 
rm  in  high  schools  across  the 
y  has  spurred  programs  to  com- 
e  growing  use  of  steroids.  School 
ts  in  at  least  14  states — among 


them  Arizona,  California,  Florida,  and 
Indiana — have  been  concerned  enough 
to  initiate  the  testing  of  student  ath- 
letes for  steroids  despite  the  expense 
of  $65  to  $150  per  test. 

The  Paradise  Valley  schools  in  Phoe- 
nix took  action  after  a  survey  of  coach- 
es, parents,  and  student  athletes  voiced 
concern  over  steroids  and  overwhelm- 
ingly supported  testing.  (That  progi'am 
is  currently  on  hold  pending  the  out- 
come of  a  Supreme  Court  case  challeng- 
ing testing.)  But  the  defining  event  was 
a  football  game.  "I  looked  at  the  other 
school's  sidelines,"  says  Horizon  High 
Principal  John  A.  Stollar  Jr,  "and  saw 
this  big  poster  showing  a  syringe  in  a 
red  circle  with  a  line  through  it  and 
the  salutation  'We  don't  do  steroids.' " 

Yet  while  educatoi's  and  law-enforce- 
ment authorities  straggle  to  control  the 
flow  of  steroids  into  U.  S.  high  schools 
and  colleges,  the  rest  of  the  world  i-ush- 
es  to  create  more  supply.  The  brutal 
fact  is  that  the  end  of  the  trail  is  a 
pumped-up  country  seduced  by  steroids. 
It's  called  America. 

By  Skip  Rozin  in  New  York,  with 
Julia  Flynn  in  London,  Cynthia  Durca- 
nin  in  Prague,  ayid  bureau  reports 


m  team  banned  fi'om  intema- 
etition  for  four  years.  Carlile, 
ne  to  China  in  1973  to  help 
swimming  program,  notes 
■otestosterone  (dht),  a  state- 
naboHc  steroid,  can  be  used 
so  small  that  they  are  al- 
sible  to  detect.  He  says  the 
?veloped  a  machine  sensitive 
pot  it  only  three  months  be- 
nes.  "If  they  hadn't  grabbed 

airport  and  had  waited  an- 
te test  them,  they  wouldn't 
anything,"  Carlile  says, 
•gues  that  since  all  the  Chi- 
;s  were  caught  using  dht, 
e  and  relatively  new  drag, 
lave  got  it  from  official 

they'd  all  been  doing  this 
n,  they  would  have  been  us- 
y  of  different  drags,"  he 
besides,  I  don't  see  how 
iletes  could  afford  this  stuff 

!!hina  Sports  Federation 
e's  charge  as  "an  entirely 
and  unreasonable  allega- 
the  government  spent 
ion  dollars  to  set  up  its  own 
rol  laboratory  in  1987. 
Bhaozu's  statement  is  also 
3y  alumni  of  some  of  China's 
ment-ran  sports  institutes, 
d  youngsters  are  selected 
d  for  spots  on  regional 
56  veterans  suggest  that  far 


from  being  an  individual  transgression, 
steroid  use  is,  as  one  says,  "part  of  the 
training  progi'am"  in  Chinese  sports. 

"Taking  steroids  is  common  from 
Shanghai  to  Xinjiang,"  says  one  athlete 
who  claims  to  have  trained  for  several 
years  in  a  sports  institute  progi'am  that 
included  steroids.  He  has  since  dropped 
out.  Says  a  second  alumnus:  "It  is  com- 
mon for  promising  young  athletes  to 
start  getting  steroid  injections  at  the 
sports  institutes  at  as  young  as  14  or 
15  years  of  age."  The  Chinese  athletes 
claim  that  parents  of  some  trainees 
have  been  asked  to  sign  statements 
promising  to  take  responsibility  for  the 
doping  if  it  is  discovered. 
"IRRESPONSIBLE."  The  All-China  Sports 
Federation  vigorously  denies  the  charg- 
es of  these  athletes,  calling  their  accu- 
sations "in'esponsible."  Says  a  federa- 
tion spokesperson:  "If  we  catch  anyone 
administering  drags  to  athletes,  strict 
punishments  will  be  imposed  in  accor- 
dance with  appropriate  regulations." 
According  to  the  federation:  "All  the 
sports  organizations  and  sports  insti- 
tutes in  China  resolutely  support  and 
conscientiously  implement  eveiy  anti- 
doping  regulation  set  by  individual 
sports  federations."  , 

China  points  out  that  it  has  taken 
stern  action  against  athletes  caught  by 
international  authorities:  Olympic  gold 
medalist  Lu  Bin,  who  won  four  gold 
and  two  silver  medals  at  the  Hiroshima 


Games  before  having  them  taken  away 
by  the  Olympic  Council  of  Asia  (OCa), 
and  another  swimmer,  400-meter  free- 
style world  champion  Yang  Aihua,  were 
banned  from  competition  for  two  years. 
According  to  the  All-China  Sports  Fed- 
eration, the  remaining  nine  athletes 
nabbed  in  Japan  have  been  given  two- 
to  four-year  suspensions  from  all  inter- 
national and  domestic  competitions. 

Despite  the  magnitude  of  the  scandal, 
the  leading  world  sports  organizations 
have  been  slow  to  condemn  China. 
FINA,  the  Swiss-based  International 
Swimming  Federation,  has  taken  no  ac- 
tion, and  in  fact  baired  Dr.  Alan  Rich- 
ardson, chaii'man  of  fina's  medical  com- 
mission and  organizer  of  the  Hiroshima 
sting,  from  talking  to  the  press. 

In  April,  both  fina,  which  a  month 
earlier  had  sent  a  commission  to  China 
to  investigate  its  swimming  progi'am, 
and  the  Kuwait-based  oca,  announced 
that  there  was  "no  evidence"  that  Chi- 
na was  systematically  doping  its  ath- 
letes. These  findings  have  met  vdth  sur- 
prise in  some  quarters  outside  China. 
Yoshio  Kuroda,  head  of  the  oca's  medi- 
cal commission,  says  it  is  impossible  for 
"teenage  athletes  and  their  coaches"  to 
use  sophisticated  drags  like  dht  on 
their  own.  Even  fina  itself  concedes 
that  systematic  doping  in  China  can't 
be  ruled  out — it  just  can't  be  proved. 

By  Dave  Lindorff  in  Hong  Kong,  with 
Julia  Flynn  in  London 
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GETTING  A  LINE  ON  EUROPE'S 
TELECOM  FREE-FOR-ALL 


If  you're  hoping  to  cash  in 
on  the  global  telecommu- 
nications revolution, 
there's  no  need  to  scour  Bra- 
zil for  cellular-phone  invest- 
ments in  the  rain  forest.  The 
real  action  these  days  is  in 
Western  Europe,  where  a 
wave  of  pri- 
vatizations is 
creating  huge 
opportunities  for  cautious  and 
risk-loving  investors  alike. 

In  the  coming  year,  an 
astounding  $30  billion  worth 
of  telecom  stock  offerings 
will  hit  the  European  mar- 
ket. Most  of  them  will  prob- 
ably be  sold  as  American 
depositary  receipts  (adrs) — 
instruments  traded  in  the 
U.S.  that  represent  owner- 
ship of  foreign  shares.  And 
Italy's  STET,  Spain's  Telefoni- 
ca de  Espaiia,  and  the 
Netherlands'  kpn,  all  of 
which  have  shares  already 
trading  in  Europe  and  the 


INVESTING 


U.S.,  each  plan  to  sell  more 
stock  later  this  year.  Then 
will  come  the  mother  of  all 
privatizations:  Germany's 
Deutsche  Telekom,  which  is 
expected  to  raise  $10  billion 
when  it  is  sold  on  global 
markets  in  early  1996. 

Driving  the 
push  to  pri- 
vatization  is 
the  European  Union's  plan  to 
open  most  countries  up  to 
competition  on  Jan.  1,  1998. 
Analysts  think  that  will  turn 
sluggish  state  monopolies  into 
a  hard-charging  bunch  of  Eu- 
ropean Baby  Bells  that  will 
quickly  go  for  new  markets 
and  greater  efficiency.  And 
while  Europe  already  boasts 
high  phone  penetration,  cus- 
tomers there  use  theu-  net- 
work half  as  intensively  as 
Americans  do,  meaning 
there's  room  to  grow. 

The  risk  is  that  too  many 
shares  will  be  hitting  the 


market  at  once.  "There's  go- 
ing to  be  a  lot  of  paper  in 
one  industi-y  for  investors  to 
absorb,"  says  Mark  Breedon, 
portfolio  manager  of  the  New 
York  Stock  Exchange-listed 
Global  Privatization  Fund. 
Breedon  thinks  that  is  bound 
to  put  pressure  on  telecom 
stock  prices.  But  there's  little 

A  Heavy  Menu  of 
Telecom  Stock  Sales 

Companies  with 
stock  offerings  in  1995  and  1996 


COMPANY 


ESTIMATED  VALUE 
OF  OFFERING  BILLIONS 


DEUTSCHE  TELEKOM 
(GERMANY) 


$10.0 


STET  (ITALY)  7.0 

KPN  (METHERLANOS)  5^5 

TELEFONICA  DE  ESPANA  (SPAIN)  1.5 

MATAV  (HUNGARY)  1.0 

U.K.  CABLE  (BRITAIN)  1.0 

DATA:  BZW  RESEARCH 


E 

sign  of  that  at  the  mo 

The  latest  entrant 
privatization  rush  is  Po: 
Telecom,  which  went 
June  1  via  a  $900  millio 
in  Eiu-ope  and  the  U.  S 
tugal  Telecom  adrs 
ready  fetching  a  $1  pre 
over  their  $18.72  of 
price.  Another  recentl 
vatized  carrier.  Tele 
mark,  is  also  making 
After  rallying  sharply 
their  initial  sale  in  199 
Danish  phone  company's 
fell  back  toward  their 
offering  price — only  to  : 
$29  in  early  June.  Now 
gan  Stanley  &  Co.  ai 
Richard  Jones  is  count: 
a  further  recovery.  Hi 
sons  that  Tele  Danmai 
plenty  of  cash  and  is 
protected  than  most  E: 
an  telcos  against  chalh 
because  of  its  tough  cos 
trols,  hard-nosed  man 
and  low  domestic  rates 
also  thinks  the  compa: 
a    shot    at  winning 
month's  auction  for 
stake  in  the  Czech  Ref 
SPT  Telecom. 
BIG-BOARD  BOOST?  F( 
consei^vative  investors, 
Bank's  head  of  globa! 
coms  research,  Richai 
der,  prefers  "red-hot" 
com  Italia,  which  trade 
in  Europe.  Telecom 
plans  to  spin  off  its 
business  to  existing 
holders  on  July  17, 
Ryder  figures  could  boi 
combined  value  of  botl 
panies  by  25%.  Beca 
owns    57.7%    of  Tt 
Italia's  shares,  Italy's 
phone  company,  stE; 
could  benefit  from  th< 
up.  stet's  upcoming 
from  the  U.  S.  over-th( 
ter  market  to  the  Big 
in  coming  weeks  coul 
push  its  shares  up. 
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Ilular  stocks  in 
in  are  stirring 
tors'  interest, 
Oscar  Castro, 
)lio  manager  of 
ian  Francisco- 
Montgomery 
,1  Communica- 
Fund,  describes 
If  as  "fanatical" 
wireless  growth 
sets  in  the  Old 
,  where  cellular 
-ation  trails  that 
le  U.S.  His 
te  play:  Voda- 
,he  leading  Brit- 
■llular  operator 
other  interests 
rmany,  Austra- 
d  South  Africa. 
;ish  Telecommunications 
as  its  hand  in  cellular, 
g  60%  of  the  country's 
cellular  operator,  Cell- 
ritish  regulators  recent- 


New  Numbers  for 
Europe's  Phone  Plays 


COMPANY 

BRITISH  TELECOM 

(BRITAIN) 

CABLE  &  WIRELESS 

(BRITAIN) 

TELE  DANMARK 

(DENMARK) 

STET  (ITALY) 
VOOAFONE  (BRITAIN) 


Cellular-phone  action 
is  heating  up 

Global  reach,  but  a 
dull  stock 

Recently  privatized, 
rich  dividend 

Government  to  sell 
more  stock 

Global  cellular 
telephone  operator 


DATA:  BLOOMBERG  FINANCIAL  MARKETS,  BW 


•Per  American  depositai^  receipt,  June  5 

ly  baiTed  bt  from  buying  the 
40%  of  Cellnet  owned  by  Se- 
curicor,  a  communications  and 
armored-truck  group.  If  the 
ban  is  hfted,  NatWest  Secu- 
rities' Mark  Lambert  reckons 


a  BT  buyout  could 
boost  Securicor's 
share  price  by  at 
least  50%. 

MERCURY  DROP.  BT 

also  figures  in  take- 
over talk  swirling 
ai'ound  its  cross-town 
rival,  Cable  &  Wire- 
less PLC.  c&w,  which 
owns  57.5%  of  Hong 
Kong  Telecommuni- 
cations Ltd.  as  well 
as  an  80%  stake  in 
Mercury  Communica- 
tions Ltd.,  Britain's 
No.  2  carrier,  has  long 
been  viewed  as 
prime  takeover  bait, 
since  the  sum  of  its 
parts  trades  below  its  esti- 
mated breakup  value.  Mer- 
cury's recent  disappointing 
results  have  revived  rumors 
that  AT&T  might  be  interest- 
ed in  buying  the  British  unit. 


PRICE* 

$64 


20 


29 


29 


33 


BT,  meanwhile,  could  make  a 
play  for  c&w's  far-flung  for- 
eign holdings. 

The  action  in  deregulated 
Britain  is  spilling  over  into 
GeiTnany,  where  competition- 
hardened  challengers  such  as 
BT  and  c&w  are  lining  up  to 
battle  inefficient  Deutsche 
Telekom  on  its  home  turf. 
John  Tysoe,  an  analyst  vdth 
London  broker  Societe 
Generate  Strauss  Turnbull, 
advises  investors  to  be  wai'y 
of  the  initial  offering  until 
the  German  government  has 
worked  out  a  host  of  regula- 
tory questions  that  will  af- 
fect rates  and  profitability. 
But  not  to  wony:  There's  no 
shortage  of  investment  pos- 
sibilities elsewhere  in  Eu- 
rope. The  hard  part  is  sort- 
ing through  them  all. 

Julia  Flynn  and  William 
Glasgall 


RT  MONEY 


lEAPER 
IVERAGE  ON 

IE  comcE 

ation  homes  run 
gamut  from  pa- 
al  oceanfront  es- 
is  to  log  cabins 

le  a  lake.  Whatever 
■  character,  though, 
need  insurance  pro- 
on  from  the  elements, 
and  crime.  Typically, 
!rs  insure  second 
I  is  the  same  way  they 
I  "imary  residences — 
'  a  standard  homeown- 
I  )olicy  that  covers  dam- 
i  rem  fire,  windstorm, 
'  eft,  as  well  as  person- 
,  operty  losses  and 
'  -party  liability. 
'  ouble  is,  vacation  hide- 
'  s  generally  cost  more 
I  sure  than  primary 
'  'S.  That's  because 

re  unoccupied  for  long 
!  ds  and  tend  to  be  locat- 
!'  remote  areas  wathout 
I  access  to  firefighting 


services  or  near  coastlines  try  cabin.  The  policy  also        premiums.  "Firefighting  ac- 
subject  to  erosion  and  flood-  cuts  replacement  living  ex-     cessibility  is  the  main 
ing.  They  also  don't  qualify  penses  from  an  unlimited        thing,"  says  Dan  Hattaway, 
for  preferred  rates  offered  amount  to  30%  of  the  an  undervmter  v^dth  State 
to  homeowners  who  insure  dwelling's  value.  Thus,  the       Farm  Fire  &  Casualty  Co. 
their  cars  with  the  same  owner  of  a  $500,000,  seven-     Instead  of  choosing  a  place 
company.  year-old  vacation  home  in       at  the  end  of  a  long  dirt 
Recently,  however,  Chubb  the  AspenA^ail  (Colo.)  area      path,  settle  for  one  on  a 
Group  has  rolled  out  a  sep-  would  pay  $1,005  a  year  un-    paved  road  a  bit  closer  to 
arate  vacation  home  policy  der  the  new  policy,  vs.  town, 
that  can  lowei-  premium  $1,501  under  the  old  one,    p.^^   DEAD-BOLT  DEAL.  Secur- 
costs.  It's  available  so  far  in  or  $1,220  wdth  Aetna.          \^rT~\      measures  are 
14  states,  including  popular        Other  big  carriers         f8!^^\A'ks^^>^^  cost-bust- 
second-home  sites  such  as  aren't  planning  to     ''^>v^,^^-n^^^^^^^\^  ers.  Dead- 
Arizona  and  Maine.  The  new  follow  suit.  But  bolt  locks, 
policy  squeezes  savings  of  even  if  you       jy     j^^BKH^I  ^^^>r^-— '  smoke  de- 
30%  off  Chubb's  traditional  buy  a  regular  / / IfffS^SS^      //      tectors,  and 
coverage  and  as  much  as  poUcy,  some     1 1    '^jjf  ^PgiP'^Yf^  extin- 
20%  off  competitors'  rates  accommoda-      xv'C  wSE^^^B'-Wy^  guishers  can  get 
by  adjusting  for  differences  tions  can  trim            '^^s^^S^^         premium  cred- 
in  the  way  people       ««b«m™«^^^^™««J^^^^^^™«b  its  of  up  to  10% 

use  their  first  and      Saving  OR  a  Sccond  Home  ^^^f 

second  houses.  Un-  and  momtored 

like  a  conventional  O'"^        to  shave  insurance  alarm  systems 

homeowner's  plan,  premiums  ona^  ^acaiiow  house:   reap  bigger  sav- 

which  will  cover  per-  .  install  a  theft  and  fire  alarm  hooked  to  a  Aetna  takes 

sonal  property  losses  central  monitoring  station  5%  off  if  you  buy 

equal  to  as  much  as  7""""":,"":,  7";  7",   in  a  "controlled-ac- 

half  the  dwelling's  *  Choose  a  location  that  s  readily  accessible  to  community. 

value,  Chubb's  vaca-  ^l^^^^ll'l^l'l.'^..^^^^^    Other  tips:  Engage 

tion  policy  sets  a  lim-  •  Use  sensors  that  sound  an  alarm  if  the  temper-  a  caretaker  and 

it  of  30%.  The  reason  ature  drops  lov\/  enough  for  water  pipes  to  burst  install  low-tem- 

is  most  people  keep         Ask'a^erghbor  to"keep'an'eye"onThe  p'lace"or  perature  sensors, 

fewer  valuables  and  hire  a  caretaker  ^^^'^  be- 

personal  effects  at  a    fore  frozen  pipes 

beach  house  or  coun-  •Compare  a  price  quote  on  Chubb  Group's  new  ^urst.    Tim  Smart 

vacation  home  insurance  policy  against  a  tradi- 
  tional  homeowner's  policy   
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Personal  Business 


MAYBE  MOM  WAS  RIGHT 
ABOUT  THE  SPINACH 


It's  alluring  to  think 
that,  one  day,  a  chem- 
ical distilled  from  a 
source  as  mundane 

as  sweet  potatoes  or  brussels 
sprouts  could  provide  the 
genesis  of  a  cure  for  cancer. 
So  appealing,  in  fact,  that  re- 
searchers around  the  world 
are  studying  hundreds  of  vi- 
tamins, minerals,  and  chem- 
icals found  in  the  plants  we 
dine  on.  And  evidence  is 
mounting  that  certain  foods 
can  play  an  important  role  in 
fighting  cancers. 
PRESCRIPTIONS.  But  science 
has  a  long  way  to  go  before 
it  can  definitively  proclaim 
that  eating  more  carrots  will 
protect  against  lung  disease 
or  soybean  bwgers  will  ward 
off  breast  cancer.  "Science  is 
approaching  this  in  a  very 
systematic  way,"  says  Caro- 
lyn Clifford,  chief  of  the  diet 
and  cancer  branch  of  the  Na- 
tional Cancer  Institute.  "In 
the  meantime,  the  public  is 
looking  for  a  silver  bullet." 

For  now,  the  medical  com- 
munity's strongest  prescrip- 
tion is  simply  to  cut  down  on 
saturated  fat  and  eat  more 
fruits,  vegetables,  and  gi-ains. 
Still,  discoveries  in  the  labor- 
atory are  moving  ever  closer 


to  practical  application  for 
cancer  prevention  and  treat- 
ment— and  the  public  is  hun- 
gi'y  for  more  advice. 

Take  garlic.  It's  already 
well  documented  that  eating 
a  clove  or  two  a  day  can  re- 
duce blood  pressure,  as  well 
as  cholesterol  levels.  But  re- 
searchers are  now  zeroing  in 
on  chemicals  in  garlic  that 
may  aid  in  the  battle  against 


colon  and  breast  cancers. 

A  recent  study  at  Penn- 
sylvania State  University 
showed  that  a  compound  in 
garhc,  diallyl  disulfide,  shuts 
down  or  kills  human  colon 
cancer  cells  transplanted  into 
mice.  "We  are  still  in  the  be- 
ginning stages  of  exploring," 
says  Sujatha  Sundaram,  a 
PhD  student  who  co-led  the 
study.  In  the  meantime,  "in- 
coi-porating  more  garlic  into 
the  diet  could 
probably  help," 
she  says.  Hopes  for  gai'Lic  ai'e 
iiinning  so  high  that  Cornell 
Medical  Center  has  estab- 
lished the  Garlic  Infomiation 
Hotline  (800  330-5922)  to  field 
the  public's  questions  about 
the  uses  of  the  pungent  herb. 
KEEPING  THE  DR.  AWAY.  Dial- 
lyl disulfide  is  just  one  of 
hundreds  of  little-known  com- 
pounds, called  phytochemicals, 
found  in  fruits,  vegetables, 
and  grains.  Many  have  no 
known  nutritional  value  but 
some  may  have  medicinal 
properties,  including  the  abil- 
ity to  inhibit  tumor  gi'owth, 
says  Barbara  Levine,  re- 
search coordinator  of  the 
Clinical  Nutrition  Research 
Unit  at  New  York  Hospital- 
Cornell  Medical  Center. 

Phytochemicals  appear  in 
the  Ukes  of  gi'een  tea;  cnjcif- 


c 


HEALTH 


Cancer-Fighting  Foods? 

Researchers  are  investigating  whether  chemical  compounds 
found  in  plants,  called  phytochemicals,  can  help  prevent 
and  treat  cancers. 


FOOD 


PHYTOCHEMICALS 


POSSIBLE  BENEFITS 


BROCeOLi, 

Isothiocyanates, 

Could  reduce  risk  of  breast 

CABBAGE, 

thiocyanates, 

cancer  or  stop  carcinogens 

CAULIFLOWER 

indoles 

from  damaging  a  cell's  DNA 

CiTRUS  FRUIT 

Coumarins, 

May  inhibit  tumor  growth, 

limonene 

help  cells  dispose  of 

carcinogens 

GARLIC. 

Allium 

May  make  it  easier  for  body  to 

ONIONS. 

compounds 

excrete  carcinogens  or  block 

SCALLIONS 

reproduction  of  tumor  cells 

SOYBEANS. 

Isoflavones, 

May  help  prevent  colon  cancer 

DRIED  BEANS 

phytosterols 

and  reduce  risk  of  breast  or 

ovarian  cancer 

YELLOW  AND 

Carotenoids, 

Contains  antioxidants,  which 

ORANGE 

such  as 

may  block  damage  to  cell 

VEGETABLES 

beta-carotene 

DNA 

erous  vegetables,  sue 
broccoli,  kale,  and  cab 
citrus  fruits;  and  the 
genus  of  vegetables, 
includes  garlic  and 
Isothiocyanates  from 
erous  vegetables  app« 
block  carcinogens  from 
aging  a  cell's  dna.  Isofla 
found  in  soybeans,  m; 
duce  estrogen-related 
in  women.  And  coum 
contained  in  citras  fruit 
as  lemons 
anges,  prod 
zymes  which  seem  t 
down  tumor  gi"owth. 

Important  research 
documenting  the  cancel 
ing  properties  of  antio 
vitamins,  such  as  E 
selenium,  and  beta-car 
(which  turns  into  vitair 
They  are  beheved  to 
damage  caused  by  rog 
oms  of  oxygen  in  the 
stream  called  free  ra 
For  example,  beta-car 
found  in  orange  and  re 
etables  such  as  carrot 
peppers,  protects  th 
membi'anes  in  the 
nose,  throat,  and  lun^ 
tentially  helping  to  w; 
lung  cancer. 

But  medical  resean 
be  tricky,  and  hopes  tha 
carotene  would  prove 
the  next  wonder  dmg 
tempei'ed  in  Apr-il,  1994 
supplements  were  lin. 
an  increase  in  deathi 
lung  cancer  and  heart 
in  Finnish  men  who  W( 
long  smokers.  Some  sci 
think  the  high  dose  o 
carotene  may  have 
the  positive  effects  oi 
chemicals  in  the  diet, 

For  now,  there  is  nf 
in  limning  out  to  the 
food  store  in  search  o 
coli  pills.  "Rather  th; 
some  phytochemical  i 
ment  that's  marketed 
has  some  benefit,  we'd 
people  just  ate  the  fini 
vegetables,"  says 
Liebman,  director  of 
tion  at  the  Washingtor 
Center  for  Science 
Public  Interest.  Tha 
if  studies  ever  prov 
caiTots  can  cure  cane 
will  be  way  ahead 
game.  Ame? 


DATA.  CENTER  FOR  SCIENCE  IN  THE  PUBLIC  INTEREST,  BARBARA  LEVINE,  PhD 


VIPANION  FARES 

^  BE  YOUR  BEST  FRIEND 


king  of  taking 
Concorde  to  Par- 
r  the  weekend, 
don't  have  the 

3  bring  along  a  play- 
This  could  be  the  time 
;h  a  fare  that's,  well, 
rdinaire. 

can  now  have  a  petit 
vous  at  grand  savings 
City  of  Light — and  in 
)ther  cities — by  using 
ipanion   fare.  Al- 
the  Concorde  spe- 

limited  to  Air 
i's  supersonic 

other  airlines, 
;  Continental  and 
2an,  are  selling 
r-one  tickets  to 
)verseas  destina- 
and  dozens  of 
ities.  Some  of 
"es  are  avail- 
hrough  travel 

or  the  airlines 
r,  others  are  ex- 
promotional  deals 
iquent  fliers  and 
;ard  holders, 
pardon  fares  are  es- 
'  appealing  in 
nmer  months 
ids  ai-e  out  of 

and  parents 
to  take  the 

on  vacation, 
re  also  one  of 
f  airfare  bar- 
hat  work  for 
5S  travelers, 
hey  typically 
i  only  a  24- 
.dvance  pur- 
ind  an  over- 
-rather  than 
id — stay.  "If 
people  are 

to  the  same 
g,  that  can 

tremendous 
3  for  corpo- 
ivelers,"  says 
Nulty,  presi- 
f  Associated 
ji  International 
a  Ana,  Calif. 


The  destination  was  Phoe- 
nix, rather  than  Paris,  for 
Jerry  Finley  of  Philadelphia 
and  his  family  when  they 
flew  to  a  figure-skating  con- 
vention last  month.  Finley 
had  planned  to  attend  with 


Doubling  Up  For  Savings 

Airlines  offer  a  variety  of  domestic  and  inter- 
national companion  fares.  Some  current  deals: 


CARRIER/PLAN  NAME  DEALS 


SOUTHWEST 
AIRLINES 
Friends  Fly 
Free 

Buy  Baltimore-to-San  Francisco 
tickets  for  two  for  $798  round-trip; 
regular  fare  for  two  separate  seven- 
day  advance  purchase  tickets  is 
$1,376  round-trip.  Sawfl^s.- $578. 

DELTA 

Family  Plan 
Fares 

If  you  purchase  one  round-trip  ticket 
from  Salt  Lake  City  to  Seattle  for 
$198,  you  can  buy  up  to  seven  more 
for  $98  each.  Savings-,  up  to  $700. 

AIR  FRANCE 
Concorde 
Companion 
Fare 

Two  people  can  fly  New  York  to  Paris 
on  the  supersonic  Concorde  for 
$8,310  round-trip.  Buying  two  sep- 
arate tickets  would  cost  $12,776. 
Savings:  $4,466. 

DATA:  AIRLINES,  BUSINESS  WEEK 

just  his  daughter,  a  champion 
ice  skater,  but  the  compan- 
ion ticket  enabled  his  wife, 
Sandra,  to  tag  along.  "My 
wife  and  daughter's  tickets 
cost  a  total  of  $471  round- 
trip.  That  kind  of  nonstop  can 
cost  ft-om  $900  to  $1,200  for 
each  ticket,"  he  says.  Finley's 
two-for-one  deal  came  from  a 
special  offer  to  uSAir  frequent 
fliers. 

One  of  the  most  popular 
progi'ams  is  Southwest  Air- 
lines' Friends  Fly  Free, 
which  started  in  1991.  It  is 
now  marketed  in  all  of  the 
45  U.  S.  cities  Southwest 
serves.  And  it  pushed 
American,  Continental, 
Delta,  America  West,  and 
other  carriers  to  offer 
similar  packages  on 
many  routes  where 
they  compete  with 
Southwest  and  even  on 
some  where  they  don't. 
LErS  IVIAKE  A  DEAL.  For 
example,  you  and  a 
friend  can  buy  a  round- 
trip  ticket  between 
Chicago  and  Houston 
on  Southwest — as  well 
as  on  American  and 
Continental — for  a  total  of 
$458,  a  $238  savings  off  the 
7-day  advance  peak  fare 
and'  $66  off  the  21 -day 
price.  Southwest  also  of- 
fers round-trip  tickets  for 
two  fi'om  Chicago  to 
Seattle  for  $748  and 
Los  Angeles  to 
Phoenix  for  $138. 
Without  a  compan- 
ion plan,  airfare  for 
two  between  the 
Windy  City  and 
Seattle  can  cost 
more  than  $1,000.  A 
pair  of  individual 
tickets  between 
L.A.  and  Phoenix 
adds  up  to  almost 
$250,  even  when 
bought  seven  days 
in  advance. 

That  doesn't 
mean  a  companion 
fare  is  always  the 
best  choice.  Some- 
times it  pays  to  buy 
two  separate  deep- 
discount  tickets,  al- 
though that  may 
mean  a  longer  ad- 


vance purchase  recjuirement. 
American  offers  a  companion 
rate  of  $538  between  Chicago 
and  Phoenix.  But  if  you  buy 
two  tickets  at  least  seven 
days  in  advance,  the  same 
flights  can  cost  $376. 

You  may,  however,  have  to 
do  extra  work  to  find  a  two- 
for-one  deal.  "Companion 
fares  come  and  go  quickly,  so 
they  might  not  come  up  right 
away  in  the  computer,"  says 
Ivonne  Vega,  an  agent  with 
World  Ti-avel  in  Washington, 
D.  C.  "Urge  your  travel  agent 
to  do  a  bit  of  investigating 
or  to  call  the  airline." 

When  it  comes  to  flying 
overseas,  two-for-one  options 
are  limited.  But  that  could 
change  later  this  summer, 
when  business  travel  slack- 
ens and  international  earners 
are  anxious  to  fill  seats,  espe- 
cially in  first  and  business 
classes.  Right  now,  if  you 
buy  a  business  class  ticket 
from  Lufthansa  using  an 
American  Express  Platinum 
Card,  you  can  get  a  free 
companion  pass.  As  for  the 
Concorde  deal,  it  still  doesn't 
come  cheap.  A  companion 
ticket  costs  $8,310— $4,466 
less  than  the  usual  price,  but 
enough  for  10  round-trip 
coach  tickets  on  regular 
flights.       Nelson  Schwartz 


WORTH  NOTING 


■  RETIREMENT  TIPS.  The 

American  Institute  of 
Certified  Public  Accoun- 
tants is  offering  a  $2.50 
booklet,  Saving  for  a  Se- 
cure Retirement:  How  to 
Use  Yowr  Company's 
m(k)  Plan.  Call  800 
862-4272  and  ask  for 
Publication  059516. 

■  AUTO  SAFETY.  If  you're 
shopping  for  new  wheels, 
the  Transportation 
Dept.'s  free  brochure, 
Buying  a  Safer  Car, 
gives  the  lowdown  on 
safety  features,  crash-test 
results,  and  theft  poten- 
tial of  nearly  200  cars, 
trucks,  and  vans  for  1995. 
Write:  Consumer  Infor- 
mation Centex',  Dept. 
501B,  Pueblo,  Colo.  81009. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2( 
CHICAGO,  IL  60611 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

.  Programmed  to 

Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212BoylsionSi.  #120 
Cheslnui  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Recognize  this  problem? 
TeleAdapt  pi  jvioe . 

solutions  which  enable  you 
to  connect  &  communicate 
fi  om  anywhere  m  the 

world 

Contact  us  now  for  more 
information' 
USA  Tel  408  370  SIOS 


Australia  Tel 


7261). 706 
421  4444 

I    2  966  \  T 


Peabody  Here 
With  The 
Fax-On-Deman 
System  That 
Wont  Set  You 
"Way  Back" 


As  a  recognized  authohtv  in  the  f^ds  of  tecfinologv 
and  histofy.  it  is  no  surprise  that  COPIA  has  a$ked  me 
to  sav  0  tew  woids  obout  then  FaxFacts  product 
After  all,  we  are  both  best  of  btoed 

■  Retiieve  Inio  via  lai/voice 

•  ExpondoDle  to  meet  your  needs 

•  U  S,  Potent  holdei  tot  some 
coll  tox  delivery 

■  Fox  Bfoodcosl/Fox  Moilbox 

■  Fox  Irom  any  Windovis  program 

■  IVR  provides  reoltime  queries 

■  Credit  Cord  charge  per  lax 

TRY  THIS  DEMO 

■inni-C  708/924-3030 
/CCCLO    doc  no  889828 

Copkt 
Internotioncil  Ltd. 

Wheaton  Illinois  60187 
800/689-8898 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJel  ColorPro 
Desl<Jel  Dratl  Pro 

RuggedWnter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

41 17  Second  Ave  ,  S  Birmingham,  AL  35222 

Phone:  205/591-4747  Fax:  205/591-1108 
800/638-4833  •  E-mail  saies@dasher.com 


Corporate  Gitts 


here 


Imprinted 
Solar  Calculators 

J  nanM;i<:f  pre  ''•8""""a  Monthly  Specials 

l^U^flVldSieri  Phone:  (209)951-5530 

A  Division  of  Valley  Advertising  Specialties,  Inc.     FAX:  (209)  472-0451 : 


Office  Supplies/Equipment 


America's  Lowest  Priced  ^niOIJSALE 
Office  Supplies  Direct  to  You  ' 


#lbf>s 


"While 
You  Were 

Away" 
Teliphone 
Book 
•  2-parl 
400  sets 

S910 

Ayl  EA 


#30001 


Binder  Clip 
•  Small 


#20 


29C 


U-pL 

Manila  I  , 
File 

Folders  | 

•  1/3  cut   I 

•  letter  size 

$'145 

#FL3  J  BX/lOO 


vvon'l  find  lower  pnces  Dti  brnnd  name  office  supplies  than  al 
-Yhuiesaie  Supply  Company.  Over  9.7(XJ  different  items,  same-day  shipping,  and 
.'.11  ;ii  nna's  you  have  to  see  to  believe.  We  guiinuitee  it. ..or  5%  back  on  your  pur- 
ch.is;'!  Cal!  ior  deUuls  and  your  free  catalog, 

1-800-962-9162 


Ad  Code  0085 


Education/Instruction 


International  MBA 


Somerset  School  of  Management  provides 
the  focus  for  courses  leading  to  degrees 
awarded  from  Brussels.  Prosptectusi 

^omerfiet  ©nibersiitp 

School  of  Management 
llminstcr,  Somerset  TAl 9  OYA,  England 
Tel:  +44 1 460  77745  Fax :  +44 1 460  77746 


INVEST  IN  YOU 


Your  VALUE  is  What  You  Know 
BS's  and  Masters  in 
Business  and  Engineering 
Through  Distance  Learning 
Call  Now  For  FREE  Tape 
1-800/782-2422 

cm 

I.  ALIKiRN'lA  NAHLiNAL  LiN[VERSIT\ 

State  Approved 


Catalogs/Marketing 


Get  Your  Products  &  Videos 
into  millions  of  mail 

ORDER  catalogs! 
We're  a  commissioned  manufacturer's 
rep  firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  to  Catalogs,  Inc. 
6600  Coffman  Farms  Road 
Kecdysville,  MD  21756 
301/432-4410 


Direct  Marketing/Consulting 


TAKE  A  QUANTUM  LEAP 
INTO  DATABASE  MARKETING 

Do  you  sell  products  or  services 
to  businesses  &  institutions? 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax: 
INFORMATION  PLUS 

Ph:  716/862-2220  Fx:  716/842-6049 


Your  Competitors 
Do  Not  Want  You 
To  Read  This  Ad! 

Over  3800  Customers  in  100 
North  American  Cities  find  that 
our  combination  of  sales  leads 

and  marketing  consulting 
increases  their  sales  dollar  for 
dollar  more  than  any  other 
marketing  tool. 
The  Wendover  Corporation 

(610)642-5751 
(25  free  leads  to  qualined  buyers) 


University  Degr^fe 


Approved  Self  Paced  Horn 
Associate  BachelorsMastors 

Business  Admin,  Public  Admit 
Care  Admin,  Human  Resources, 
nternational  Business.  Tech  M( 
Paralegal,  Psychology,  Compute 
(800)477-2254  (24  hrs] 
Southe<-n  California  tJntva 
for  Professional  Sludic 
1840  E.  17  SI-BW,  Santa  Ana,  t 


tes 
Fior 

li 


EXTERNAL  DEGF  } 

BA/BS  MS/MBA  PtiD 
I  Credit  for  work  /life  exp,  •  Ac 
(800)  444-8569  (24  h  mi 

LaSalle  Univer! 

I  Dept.  569  Mantieville,  LA  7t 


MBA  BY  Distance  Lb 

Maiof  Brilish  university  otters  accredite 
Bachelor's  or  GMAT  needed,  Cliosen  by 
Intelligence  Unit  as  one  of  world's  best  MBt 


HERIOT-WA'n  UNIVERSITY  I  (800)  M 
North  American  Distributor  !  Asl( 
6921  Stockton  SI,  Suite  2  El  Cernio 
For  immediate  FaxBack  literature: 
fax  machine's  phone,  call  (510)  48( 


m 


•  BS  8MBA  in  Business  mi 

•  B,S,  in  Environmental  Studies  Llln 

•  M,S,  in  Management/  ur^i 
Environmental  Studies 

•  Approved  lor  tuition 
reimbursement  by  ma|Or  companies. 

For  a  free  catalogue  call  1-800-7I 


OPPO! 

MFF 


-  K 


m 

!!«( 


fBACHELOR,  MASTER,  DOC  ^ 

I  EARN  A  DEGREE  Use  your  past  ex  IMjj 
I  crerlit  toward  your  degree  Noclasse 
I  or  on-campus  attendance  Studies  ^ ' 
your  experience  Selt-paced  •  Se 
For  No  Cos 

it li^    (800) : 

6400  Up 


AlbuqueiQue,  New  Mexico 


Business  Service 


mmmm 


Astounding  Custom  Buil  if^jj-j 
Presentations,  with  Multime  ^ 
Selling,  Marketing  and  Trc 


For  Design,  Production  &  Consul  ^5 

800.546.9(1 

MedioLinX  ■  Co>po'Qte  NewMedio  AiiC 


tese 


Srseii 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Real  Estate 


restigious  Nine  Bar  Ranch  For  Sale 


2veloped  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent 
Frontage  in  Houston's  Growth  Corridor  •  Meticulous  Attention  to 
Xmenities  •  Never  Before  on  Market  •  Brochure  Available  •  Contact 
L.H.  Myers  Tel:  713/840-8853  or  713/870-8488  Fax:  713/840-8854 

A.  L.  Salley  Realty 

gpedalifing  in  preengioue  farm  A  ranch  propertiee 


Books 


$$  ✓  Slash  Taxes! 
'mployee  Problems!" 
irove  Productivity 


i 


800-486-3033 


for  FREE  Details! 


Iness  Services 


RING  GOING  OFFSHORE? 

IFORMATION  on  Offshore  Asset 
Strategies,  Offsfiore  Trusts, 
lai  Business  Corporations, 
li  Banl<lng  and  Investing,  Dual 
s  and  International  Venture 
velopment.  Plus  Individual 
Opportunities  in  Offsfiore 
3all  FFC,  Inc.,  1-800/633-2462 
NIOT  a  legal,  accounting  or  financial 
and  does  not  give  this  t^pe  of  advice, 
ised  professional ) 


URCH  REPORTS 

icademic  topics  available! 
W  for  the  290-page  catalog 
vritten  reportsalso  available 
EARCH  ASSISTANCE 
2  Idaho  Ave  ,  #206BF, 
;  Angeles,  CA  90025 
8  Hotline:  800-351-0222 
ornia  310-477-8226) 


Investment  Services 


EXPERT  CHARTING  SYSTEM 

Investment  Advisor  offers  exclusive 
proprietary  stock  monitoring  method  that 
has  made  miUions  for  chents  for  over  32 
years  L,ong  or  short  side.  $299  Includes 
aU  paperwork  needed  for  easy  setup  and 
weekly  monitoring.  Call  1.800.851.7354 
for  brochure,  or  write: 

The  Primary  Trend 
PO  Box  55 
No.  Granby,  CT  06060 


Art/Collectibles 


FREE 


GUIDE  TO  FINE  ART 
INVESTING  IN  THE  90'S 


All  you  need  to  know! 
From  buying  to  selling  and  building 
a  collection  for  capital  gain. 

Call:  1-800-REAL-ART 
1-800-732-5278 


Business  Opportunities 


INCORPORATE 


Tax-Free  Nevada  Corporations, 
Wyoming  Corporations  S 
Limited  Liability  Companies 

Tax  Savings  •  Privacy 

Asset  Protection 
24hr  Rush  Servicer    FAX  702-329-0852 
Free  Info  Packet  1-800-638-2320 

1-800-NEVADA-O  Ext.380 


NEVADA  •  WYOMING 


WHW  CORPORATE 

I  SERVICE 
mm  CFNTFR 

1280Terrrina:Way,#3 
Reno.  NV  89502 


Golf  Products/Accessories 


ER'S  JOURNAL  from  GOLF  DIGEST 

ich  round  shot-by-shot,  pinpoint  strengths 
knesses.  Lower  your  score  with  tips  and  in- 
I  from  PGA  Pros:  Price,  Kite,  etc., handicap 
ind  more.  Great  to  plan  and  record  rounds 
avehng,  Quahty  gift  for  business  chents/ 
Green  genuine  leather,  color  photos,  160 
iges,  3-1/8"  x6",  $19.95  +  Shp.,  $3.95  (US) 
AN)  ORDER  BY  CREDIT  CARD  1-800-862-0557 


Sports  Equipment 


Cheat 
At  Tennis 


|tenni.s  Tr  roR]  Your  Own 
Bm^^M  Portable 
^US^^^  Tennis  Bali 
^^^^^Jlf  Machine 

1-800-448-8867 

for  FREE  brochure 


Healtli/Fitness 


BREATHE  PURE  AIR 

Eliminate  indoor  air  pollution  in 
your  office  or  car.  Reduce  fatigue, 
headaches  and  allergies  for 
optimum  performance. 

UNIQUE  AIR  PURIFIER 
Free  Info 

Call  607/277-0901 


Business  Opportunities 


REPRESENTATIVES 

NEEDED. . . 

for  exciting  new,  environmentally 
safe  cleaning  system.  Featured  on 
the  Discovery  Channel.  Marketing 
program  offers  superior  earnings, 
great  opportunity! 

For  FREE  video  antd  information 
Contact  Lisa:  1-800/626-0885 
Robby  Vapor  Systems 


Sales  Promotion/Display  Products 


Insurance 


$1 ,000,000 

LIFE  INSURANCE 


1Year  10  Year 

15  Year 

Joint 

Sur- 

Age 

Increase 

Level 

Level 

Ave. 

vivor- 

Term 

Term 

Term 

Age 

ship 

35 

$550 

$730 

$840 

50 

$3,431 

45 

$720 

$1 .490 

$1,790 

60 

$6,134 

55 

$1,640 

$3,390 

$4,365 

70 

$13,074 

65 

$4,730 

$9,275 

$11,690 

80 

$50,040 

ANNUAL  PREMIUM 

Underwritten  by  major  life  insurance 
companies  given  highest  ratings  for 
financial  soundness  by  A.M.  Best, 
Standard  &  Poors  and  Moody's. 
Survivorship  and  other  plans 
available.  Call  for  a  quotation  on  any 
desired  amount  and  individual  plan. 
A  free  written  confirmation  will  be 
mailed  to  you. 

Note:  Check  for  availability  in  your  state. 
CALL: 

1-800-444-8715 

FINANCIAL  SERVICES  GROUP 

189  Reservoir  Street  •  Needtiam.  MA  02194 


Menswear/Fashion 


MEN*S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  and  quality. 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Dept.  55  F  Hingham,  MA  02043 


Corporate  Gifts 


Build  Your  Image! 


And  build  your  business 


1-800-792-2277 


Fax  510-786-1111  Attn:  Mr.  Burton 

THE  CORPORATE  CHOICE 


ution  Solution. 


PQLLUTIQ 


This  symbol  identifies  energy-efficient 
computers  that  save  you  money  and  reduce 
air  pollution  by  "powering  down"  when  not  in  use. 

Over  2000  computers,  monitors  and  printers  have  earned  the  right  to  bear 
the  Environmental  Protection  Agency's  Energy  Star^"^  logo.  These  comput- 
ers are  so  smart,  they  go  to  sleep  when  not  in  use  and  wake  up  with  a  sim- 
ple touch  of  the  keyboard  or  mouse.  Energy  Star^"  Computers  don't  cost 
any  extra,  will  save  money  on  your  energy  bill,  and  prevent  pollution  from 
electricity  generation.  Be  part  of  the  solution  and  look  for  this  logo  when 
you  make  your  next  computer  purchase.  To  receive  a  list  of  available  prod- 
ucts call  the  Energy  Star^"'  Hotline  at  202  775-6650. 


Buy  It  And  Save. 


Biness  Week  Index 


CTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


from  last  week:  0.2% 
from  last  year:  5.9% 


.nge  from  last  week:  0.1% 
nge  trom  last  year:  8.2% 


LEADING  INDEX 

May  27=254.7  —  2iD 

;967:=;n0 


Sept.  Jan.  May 

1994  1995  1995 

are  4-week  moving  averages 

iction  index  was  little  changed  in  the  week  ended  May  27.  Before 
1  of  the  four-week  moving  average,  the  index  rose  to  121.5.  from 
ibounds  m  the  seasonally  adjusted  output  of  autos,  trucks,  and  rail 
Iped  to  lift  the  index. 

ig  index  also  was  hardly  higher  in  the  latest  week.  The  unaveraged 
I  to  254.6,  from  254.3.  Rising  stock  prices  and  faster  growth  m  M2 
Ing  better  growth  ahead. 

t  index  copyngiit  1994  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1994  by  CIBCR 


G  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CNG 

RICES  (6/2)  S&P  500 

530.75 

526.62 

15.9 

iTE  BOND  YIELD.  Aaa  (6/2) 

7.33% 

7.51% 

-7.9 

lAL  MATERIALS  PRICES  (6/2) 

114.1 

113.9 

NA* 

S  FAILURES  (5/26) 

NA 

NA 

NA 

TATE  LOANS  (5/24)  bilNons 

$477.7 

$477.3 

11.7 

UPPLY.  M2  (5/22)  billions 

$3,624.6  $3,617.1r 

1.3 

iLAIMS.  UNEMPLOYMENT  (5/20)  thou 

s.  380 

367 

3.8 

Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
)dy's,  Journal  of  Commerce  {index:  1990=100).  Dun  &  Bradstreet  {failures 
mpanies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ilures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 


ST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

FUNDS  (6/6) 

5.96% 

6.07% 

4.13% 

SIAL  PAPER  (6/6)  3-month 

5.87 

6.02 

4.52 

ATES  OF  DEPOSIT  (6/7)  3-month 

5.86 

5.96 

4.43 

IRTGAGE  (6/2)  30-year 

7.89 

8.04 

8.69 

BLE  MORTGAGE  (6/2)  one  year 

5.95 

6.03 

5.54 

7) 

9.00 

9.00 

7.25 

LATEST 
virm 

fflCCK 

WEEK 
Ann 

YEARLY 

/o  unu 

STEEL  (6/3)  thous.  of  net  tons 

1,925 

1,909# 

3.6 

AUTOS  (6/3)  units 

97,574 

131,170r# 

-15.0 

TRUCKS  (6/3)  units 

81,196 

114,689r# 

-16.5 

ELECTRIC  POWER  (6/3)  milhons  of  kilowatt-hrs. 

58,336 

58,283# 

1.8 

CRUDE-OIL  REFINING  (6/3)  thous.  of  bbl./day 

14,536 

14,532# 

2.3 

COAL  (5/27)  thous.  of  net  tons 

19,157# 

19,038 

-4.0 

PAPERBOARD  (5/27)  thous.  of  tons 

947. 5# 

937. 8r 

8.7 

PAPER  (5/27)  thous.  of  tons 

836. 0# 

830. Or 

2.5 

LUMBER  (5/27)  millions  of  ft. 

415. 0# 

431.2 

-14.4 

RAIL  FREIGHT  (5/27)  bilHons  of  ton-miles 

23. 6# 

23.7 

0.9 

Sources:  American  Iron  &  Steel  Institute.  Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPAi.  SFPA',  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (6/7)  $/troy  oz. 

385.900 

384.300 

1.2 

STEEL  SCRAP  (6/6)  #1  heavy,  $/ton 

141.50 

142.50 

26.9 

COPPER  (6/3)  e/ib. 

136.8 

135,5 

28.5 

ALUMINUM  (6/3)  iz/ib 

87.0 

87.0 

35.9 

COTTON  (6/3)  strict  low  middling  1-1/16  in.,  e/lb 

108.86 

108.57 

36.9 

OIL  (6/6)  $/bbl. 

19.14 

18.78 

4.3 

Sources:  London  Vi^ednesday  final  setting.  Chicago  market,  Metals 
market,  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (6/7) 

84.40 

84.43  104.05 

GERMAN  MARK  (6/7) 

1.41 

1.41 

1.67 

BRITISH  POUND  (6/7) 

1.59 

1.59 

1.51 

FRENCH  FRANC  (6/7) 

4.95 

4.96 

5.68 

ITALIAN  LIRA  (6/7) 

1638.5 

1639.5  1613.5 

CANADIAN  DOLLAR  (6/7) 

1.38 

1.37 

1.37 

MEXICAN  PESO  (6/7)^ 

6.085 

6.153 

3.348 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S  dollar, 
except  for  British  pound  in  dollars 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=V*/estern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


ALES 

June  13,  8:30  a.m.  ►  Retail  sales 
ose  0.5%  in  May,  says  the  medi- 
it  of  economists  surveyed  by  mms 
nal,  one  of  the  McGraw-Hill  Cos. 
Igested  by  the  rebound  in  motor 
ales  and  the  positive  reports  from 
ilers.  In  April,  sales  took  an  unex- 
}p  of  0.4%,  as  purchases  of  dur- 
5  fell  1.5%. 

:R  PRICE  INDEX 


lune  13,  8:30  a.m.  ►  Consumer 
:ly  grew  by  0.3%  in  May,  after 
,  0.4%  in  April.  Transportation 
m  auto-financing  charges  to  air- 
s — were  up  strongly  in  March  and 


April,  but  their  gams  probably  moderated  in 
May.  Excluding  food  and  energy.  May  core 
prices  are  also  expected  to  rise  0.3%,  after 
a  0.4%  advance  in  April. 

BUSINESS  INVENTORIES 

Wednesday.  June  14,  10  a.m.  ^  Inventor- 
ies at  manufacturers,  wholesalers,  and 
retailers  likely  grew  0.7%  in  April,  the 
same  hefty  increase  as  in  March.  Factories 
and  wholesalers  have  already  reported  large 
rises  in  their  stock  levels.  The  expected 
increase  suggests  that  businesses  have  not 
adjusted  their  inventories  to  fall  into  better 
alignment  with  sales.  Indeed,  business 
sales  probably  fell  by  0.5%  in  April,  after 
no  change  in  March. 


INDUSTRIAL  PRODUCTION 

Thursday,  June  15,  9:15  a.m.  ►  Output  at 
factories,  mines,  and  utilities  probably  fell 
another  steep  0.4%  in  May,  on  top  of  a 
0.3%  drop  in  April.  That's  suggested  by  the 
decline  in  factory  jobs  and  overtime.  Auto 
makers  are  leading  the  cutbacks  in  spring 
production.  Motor  vehicle  output  alone  fell 
4.3%  in  April.  Given  the  output  drop,  the 
average  capacity  utilization  rate  for  all 
industry  likely  dipped  to  83.7%  in  May, 
from  84.1%.  With  production  dropping  off 
so  fiercely,  economists  are  predicting  little 
growth  in  the  second  quarter.  The  mms  sur- 
vey shows  a  median  forecast  of  only  1% 
growth  in  the  real  gross  domestic  product 
in  the  second  quarter. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  lo  a  cocppany,  Most  subsidiaries  are  indexed  under  their  own  names. 
Companiesr^listfetf^only  in  tables  are  not  included. 


Acer  America  39 
Acme-Cleveland  114 
Adaptec  82 
Aetrium  82 
AIG  48 

Air  France  145 
Alcoa  128 

Allstate  Insurance  86 
Allwest  Mortgage  43 
Altec  Lansing  128H 
Alza  118 

Ambrosia  Chocolate  4 
American  Airlines  10,  145 
American  Barrick 

Resources  112 
American  Blue  Chip 

Management  86 
American  Express  120 
American  Greetings  116 
America  Online  24,  82 
America  West  145 
Ameritech  66,  78 
Andersen  Consulting  42 
Anheuser-Busch  56,  120 
Apple  Computer  39,  116 
Applied  Materials  106 
Arbitron  128H 
Arka  Securities  94 
Arkenstone  128H 
Arnhold  &  S. 

Bleichroeder  56 
Artois  56 
Associated  Travel 

International  145 
AT&T  36,  142 
A.T  Kearney  48 
Atmel  82 
Attach  mate  36 
Audi  128 

Automotive  Industries 
Holding  82 

B 


Bam  130 

Bam  Capital  44 
Baker  Hughes  106 
Bally's  Health  &  Tennis  100 
BankAmerica  78 
Bankers  Trust  Global 

Investment 

Management  100 
Bank  for  International 

Settlements  112 
Bank  of  New  York  105 
Barclay  Research  Group  114 
Barclays  de  Zoete  Wedd  98 
Baring  Securities  94 
Baloise  94 

Beacon  Communications  40 
Bear  Stearns  39 
BellSouth  78,  120 
Benham  Target  Maturities 
2020  106 

Benham  Target  Maturity 
Fund  2020  Portfolio  1 14 

Bertelsmann  41 

Birinyi  Associates  78 

Birra  Moretti  56 

Bloom  Dekom  Hergott  & 
Cook  40 

Body  Shop  32A 

Boeing  42 

Borden  4 

Boyden  Consulting  43 
Brau  liiiion  94 
British 

Telecommunications  142 


Cable  &  Wireless  142 
Caere  128H 

Calera  Recognition 

Systems  128H 
Capital  Nomura 

Securities  94 
Castle  Rock 

Entertainment  40 


Caterpillar  48 
CBS  4 
Celesc  94 
Cellnet  142 
Cemig  94 

Central  Costanera  94 
Chevron  86 
Chrysler  136 
Chubb  Group  143 
Ciba-Geigy  138 
Citicorp  38,  78 
CNA  Financial  42 
Coca-Cola  86 
Coca-Cola  Femsa  94 
College  Retirement  Equities 

Fund  63 
Columbia  Balanced  106 
Companhia  Vale  do  Rio 

Doce  94 
Compaq  39,  130 
CompUSA  128H 
CompuServe  24 
Computer 

Intelligence/lnfoCorp  39 
Conner  Peripherals  39 
Continental  42 
Continental  Airlines  145 
Countrywide  Credit 

Industries  43 
CouponRadio  128H 
Creative  Artists  Agency  40 
CS  First  Boston  44 
CVS  62 


Days  Inn  116 
Dead  Sea  Works  61 
Dean  Foods  4 
Dean  Witter  63,  116 
Delta  Air  Lines  145 
Den  Norske  Bank  94 
Deutsche  Babcock  94 
Deutsche  Telekom  142 
Diamond  Fields 

Resources  106 
Digital  Equipment  100, 

128H, 130 
Dillard  Department 

Stores  78,  118 
DKB  Securities  100 
Dow  Corning  10,  76 
DreamWorks  SKG  40 
Dreman  Value 

Management  82 
Dreyfus  105 
DTM  128D 

Duff  &  Phelps/MCM  100 


Eastman  Kodak  86 
Electronic  Data  Systems  48 
Elf  Aquitaine  94 
Entropy  125 
Equity  Research 
Associates  56 

Equity  Residential  Properties 
Trust  86 

Ernst  &  Young  42 
Etak  128H 
Excel  Midas  Gold 
Shares  106 
Express  One  48 


Federated  Department 
Stores  78 

Feinkostfabrik  Dr  Doerr  54 
Femsa  Cen/eza  56 
Fidelity  Magellan  106 
Fidelity  Select 

Electronics  106 
Fidelity  Select  Electronics 

Portfolio  114 
First  American  Regional 

Equity  82 
First  Call  78 
First  Chicago  116 
First  USA  106 


Fleet  Financial  78 
Flextech  62 
Fluor  86 

Ford  58,  128D,  136 

Forrester  Research  36 
Eraser  &  Neave  94 
Freeport-McMoRan  112 
Frelghtliner  43 


GAM  International  86 
Gap  118 

Gartner  Group  130 
General  Electric  6,  125 
General  Electric  Plastics  24 
General  Motors  128,  136 
Genzyme  86 
Georgette  Mosbacher 

Enterprises  48 
Georgia-Pacific  63 
Giddings  &  Lewis  86 
Gilbarco  6 
Glaxo  Holdings  116 
Global  Privatization 

Fund  142 
Gold  Fields  Mineral 

Services  1 12 
Goldman  Sachs  52 
Gooch  Foods  4 
Grand  Union  48 
Green  Tree  Financial  106 
Grupo  Alfa  94 
Grupo  Mexico  94 
Grupo  Teievisa  86,  94 
Gulf  &  Western 

Industries  116 


Hallmark  116 
Hallmark  Cards  62 
Harley-Davidson  42 
Healthy  Planet 
Products  116 
Heineken  94 
Hellman  &  Friedman  44 
Hershey  Foods  4 
Hewlett-Packard  36,39,  130 
Hoechst  116 
Home  Depot  120 
Hong  Kong 

Telecommunications  142 
Hospitality  Franchise 

Systems  116 
Howard  Johnson  1 16 
Hutchison  Whampoa  94 
I 


IBM  36,38,39,78,  116, 
120,  130 

IDEC  Pharmaceuticals  128 
IJM  94 
IMS  138 
Independence 

Investment  63 
Industrias  Peholes  94 
Informix  36 
Integrated  Devices  106 
Integrated  Health 

Services  86 
Intel  39,  78,  114,  130 
Interbrew  56 
Interep  Radio  Store  128H 
International  Investors 

Gold  112 

International  Paper  63 


J. A.  Jones  4 
J.C.  Penney  118 
John  Hancock  Funds  82 
John  Hancock  Global 
Technology  106 
John  Labatt  56 
John  Nuveen  105 
Johnson  &  Johnson  116 
Jones  &  Jones  63 
J.P  Morgan  78,  90 


J.  Walter  Thompson  56 
K 


Katsumata  Group  58 
KCS  Energy  82 
Keppel  94 
Kids  'R'  Us  118 
Kmart  48 
KMJ  Capital 
Management  114 
Kohlberg  Kravis  Roberts  48 
KPN  142 

KPR  Sports  International  48 
Krung  Thai  Bank  94 
Kyocera  98 


L.A.  Gear  48 
Land  O'Lakes  4 
Lands'  End  118 
La  Prairie  48 
LAS  54 

Laura  Ashley  Holdings  48 
Lazard  Freres  66 
Learn  ingSmith  66 
Lehman  Brothers  66,  98 
Linde  94 

Loomis  Sayles  100 
Loom  IS  Sayles  Bond  106 
Lotus  Development  36,  38, 
78,  116 
LSI  Logic  106 
Lufthansa  145 
Lyon's  Group  66 

M 


Macy  (R.H.)  118 
Maine  Yankee  Atomic 
Power  125 

Management  Recruiters 

International  43 
Management  Recruiters  of 

Cherry  Hill  43 
Managers  Bond  106 
Marion  Merrell  Dow  1 16 
Massachusetts  Financial 

Sen/ices  100 
Mathpro  Press  24 
Maxwell  Technologies  128 
May  78 
MBNA  106 
MCA  40 

McDonald's  78,  86 

McGraw-Hill  149 

McKinsey  36 

Mercer  International  82 

Merck  78 

Mercury 

Communications  142 
Merrill  Lynch  44,  82,  98 
Meta  Group  36 
MGIC  106 
Michelin  94 
Micron  78 

Micronics  Computers  39 
Microsoft  36,  39,  78,  120, 
130 

Microtel  Franchise  & 

Development  116 
Miller  Brewing  56 
MMS  International  149 
Mobil  66,  136 
Montgomery  Global 

Communications  142 
Morgan  Stanley  44,  78,  142 
Morningstar  112 
Morrison  Knudsen  10 
Mostek  130 
Motorola  46,86,  128D 
Muze  128H 


National  Medical  Care  44 
NationsBank  116,  120 
NatWest  Securities  142 
NBC  4 

NEC  39,  128H 

Newbridge  Systems  86 
Nintendo  98 
Nissan  136 


Nomura  Research  30,  74, 
94 
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Editorials^ 


CENTRAL  BANKS  SHOULD  TAKE  IT  EASIER 


A global  economic  slowdown  is  under  way,  and  it  doesn't 
look  like  anything  the  world  has  recently  seen.  New 
structural  forces  are  shaping  the  slide — forces  that  mone- 
tary policymakers  in  the  U.  S.,  Japan,  and  GeiTnany  should  be 
extremely  sensitive  to  in  the  months  ahead. 

There  is  no  reason  yet  to  believe  recession  is  on  the  way. 
But  policymakers  around  the  world  should  admit  that  1995  is 
not  turning  out  as  well  as  expected.  Rates  of  gi'owth  are 
dropping  everywhere.  The  second  quarter  in  the  U.  S.  is 
coming  in  feebler  than  anticipated.  Ai'ound  the  Pacific  Rim, 
from  Singapore  to  China,  economies  are  throttling  back.  Japan 
is  teeteiing  on  recession.  Me.xico  is  still  in  shock.  And  much  of 
Latin  America  is  in  recession.  GeiTnan  manufactui-ers  are 
hitting  a  brick  wall.  And  Europe's  expansion  is  stalling  out. 
These  disappointments  may  be  symptoms  of  a  deflation  in  the 
global  economy  that  policymakers  are  missing. 

This  unusual  synchronous  slowdown  suggests  that  forces 
beyond  the  noiTnal  economic  cycle  are  at  work.  Japan,  for  ex- 
ample, is  in  its  fifth  yeai*  of  a  deflationaiy  dive.  A  bui-eaucrat- 
ic  elite  has  been  lomning  a  tight-money,  mercantilist  poh- 
cy — resulting  in  low  gi-owth,  an  overvalued  yen,  a  looming 
banking  crisis,  rising  unemployment,  and  a  hollowing-out  of 
manufactm-ing.  Meanwhile,  a  weak  and  divided  political  sys- 
tem offers  no  guidance. 

Similar  problems  plague  Germany  and  the  rest  of  Eui'ope. 
A  soaiing  mark  and  the  highest  labor  costs  in  the  industrial- 
ized world  ai"e  prompting  German  companies  to  engage  in  an 
investment  boycott  of  their  own  countiy. 


Powerful  new  forces  are  at  work  in  the  U.  S.  as  w  1 
balanced-budget  agi'eement  will  probably  emerge  a 
signed  by  the  fall.  Desirable  as  this  may  be  in  the  long 
boosting  savings  and  investment — the  short-run  im] 
deflationary.  Today,  one  out  of  six  working  Americans 
government  job.  That  may  fall  sharply  in  the  years  . 
Just  as  defense  cutbacks  proved  unexpectedly  harsh,  ; 
the  transition  to  smaller  government. 

None  of  this  argues  for  canceling  the  forecast  of  a 
back  in  the  fourth  quarter  for  the  U.  S.  economy  and  h 
There  are  countervailing  forces  that  can  more  than 
the  negatives  on  the  horizon.  The  galloping  inflation 
'70s  and  '80s  appeal's  tiiily  dead,  thanks  to  global  comj)* 
low-unit  labor  costs,  and  high  real  interest  rates.  Produ 
has  jumped  to  a  higher  level  thanks  to  new  technologi 
porations  ai'e  investing  heavily  in  capital  equipment  an 
capacity.  Indeed,  recent  records  in  the  stock  market  i 
imply  that  investors  are  confident  that  corporate  prof 
stay  high. 

But  the  cmrent  slowdown,  particularly  because  it  w 
expected,  highhghts  the  existence  of  deflationary  eci 
reefs  that  can  sink  the  global  economy.  In  a  world  of  gi 
deflation,  mnning  the  proper  monetaiy  policy  become: 
important  than  ever.  The  message  is  clear.  Up  to  this 
the  Federal  Reserve,  the  Bank  of  Japan,  and  the  G 
Central  Bank  have  erred  on  the  side  of  restraint, 
months  ahead,  all  thi'ee  central  banks  should  consider, 
on  the  side  of  ease.  ; 


A  BETTER  U.S.  BUDGET  COMPROMISE 


As  House  and  Senate  budget  committees  begin  summer- 
long  discussions  on  a  balanced-budget  compromise,  one 
fact  stands  out:  There  is  an  economically  rational  way  to 
balance  the  budget  and  a  political  way.  Cutting  taxes  while 
trying  to  cut  government  spending  doesn't  make  a  lot  of 
macroeconomic  sense— if  balancing  the  budget  is  really  the 
goal.  Better  to  go  with  Senators  Pete  V.  Domenici  (R-N.  M.) 
and  Bob  Packwood  (R-Ore.),  who  would  first  take  the  pain  of 
balancing  the  budget  and  then  cut  taxes.  But  given  demands 
by  congi'essional  conservatives  to  "give  something  back"  to 
voters — for  the  pain  and  suffering  of  having  entitlements 
chopped — tax  cuts  are  going  to  be  part  of  the  budget  package 
whether  or  not  they  make  economic  sense. 

The  gdal,  then,  of  the  congi-essional  conferees  should  be  to 
offer  up  ;'s  small  a  tax  cut  as  politically  feasible.  The  simplest 
and  most  equitable  way  to  do  that  is  to  lower  the  income  lev- 
el of  families  eligible  for  the  proposed  .$500  tax  credit.  In  the 
House  budg'-t  proposal,  couples  earning  $200,000  could  (incred- 
ibly) receive  the  credit.  This  would  cost  the  government  ap- 
proximately >160  billion  over  seven  years.  However,  a  more 


equitable  and  reasonable  step  is  to  limit  the  family  en 
those  making  just  .$50,000  a  yeai'.  Dropping  eligibility  d; 
that  level  cuts  the  cost  of  the  tax  break  viitually  in  haj 
is  a  more  modest  political  price  to  pay  for  passage  of  et 
fiscal  legislation.  I 

As  for  the  other  major  cut  in  the  works,  capital-ga|lp)'i 
economists  have  been  fighting  for  decades  over  its  efl( 
Short  term,  it  appears  to  generate  more  investment!! 
term,  the  impact  gets  cloudy.  Pohtically,  a  cut  in  capita!' 
appeal's  to  be  a  sine  qua  non  of  a  balanced-budget  dealj- 
it.  The  best  land  of  capital-gains  tax  cut  would  go  forji 
not  past,  investments  in  capital  improvements.  That' 
cost  a  mere  fraction  of  the  House  bill  that  comes  to  $7;p 
over  seven  years. 

If  Washington  blows  this  chance  to  get  its  fiscal  h . 
order,  the  penalty  will  be  severe.  Balancing  the  feder 
get,  finally,  is  critical  to  boosting  savings  and  investi^i 
America.  Making  imwise  tax  cuts  based  on  political  rea  i' 
a  price  that  probably  has  to  be  paid.  But  they  must )  • 
to  a  minimum. 
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r  a  Globalyst  PC&C? 

With  an  AT&T  Globalyst  there  are     walls. '  / 

•s 

low  can  work  with  the  data  you  need 
fhe  people  you  need.  The  flexibility 
^ou  need.  (That's  what  PC&C- 


Personal  Computing  and  Coniimmications-is  all  about.) 


AT&T  Globalyst  features  at  no  extra  cost: 

□  MessageFlash"'/MailFlash'":  send  key 
messages,  e-mails  to  alphanumeric  pagers. 

□  AT&T  Vistiiim  "  Share  Software:  allows 
real-time  collaboration  witli  otliers  on  live 
Windows  '  files-even  if  you're  miles  apart. 


□  AT&T  Notelt!'":  special  saeen  saver 
lets  colleagues  leave  a  voice  or 
ty[:)ed  message  on  your  Globalyst. 

□  Call  1  8(JU  447-1124,  ext.  1125 
for  more  info,  or  e-mail  us  on  pentium 
the  Internet:  pcc.info@daytonoh.attgis.c()m 


Intel  Pentium  or  486  •  Processor  speeds  from  50MHz-133MHz 
■i  PCMCIA  Slots  •  4MB-192MB  Memory  »  5-iOMB-2GB  Hani  Disk 
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Silicon  ^  Grapliics 

Computer  Systems 

These  days,  a  lengthy  development  process  is  little  more 
than  a  shortcut  to  obsolescence. 

But  by  starting  the  process  as  late  as  possible,  you  can 
incorporate  the  most  current  technology  and  the  latest 
information  into  your  product  in  a  way  that's  fully  functional. 

And  the  best  way  to  do  that  is  with  Silicon  Graphics* 
computer  systems. 

Our  advanced  visualization  technology  lets  your  product 
development  groups  collaborate  to  test  features  and  make 
significant  changes  in  the  latest  stages  of  the  project. 

That  means  you  can  design  and  manufacture  a  better 
product,  and  at  lower  cost. 

And  with  a  reduced  cycle  time,  you  can  get  to  market 
sooner,  even  if  you  start  later. 

It's  just  one  example  of  how  our  computer  systems  are 
helping  improve  quality  and  reduce  time  to-market  for 
thousands  of  companies  around  the  world. 

For  more  information  about  our  workstations,  servers 
and  supercomputers,  visit  us  at  our  World  Wide  Web  site. 
http://wwwsgi.com  or  call  1-800-450-6054.  Dept.  SB2. 
Just  don't  wait  too  long  to  do  it. 


.Jill  in  <f 


BusinessWeek 


JUNE    26,  1995 


ANNUAL  REP 


INFOR] 
TECHNO] 

From  making  wl 
to  posting  Interf 
businesses  are 
online,  or  tiyin| 
Networked  Cor] 
is  able  to  do  bus 
anytime,  anywl 
in  theory.  In  rej 
payoff  may  be  e| 

page  85 


iiiiii 


Special  Report 


85    THE  NETWORKED  CORPORATION 

Linking  up  is  still  hard  to  do.  But  the 
benefits  are  many — and  companies  that 
shun  networking  will  be  left  in  the  dust 

92  BROKERING  BABEL 

How  to  give  networks  one  voice 

93  GROUPWARE  THERAPY 

Why  they're  clamoi-ing  for-  Lotus  Notes 
96    HACKER  HEAVEN 

So  many  computers,  so  tew  safeguards 

100  BIG  BUSINESS  ON  THE  NET?  NOT  YET 
There's  much  interest,  but  little  security 

101  THE  CHECK  IS  IN  THE  ETHER 
Viilual  malls  get  virtual  banking 

102  KICKING  THE  MAINFRAME  HABIT 

Sun  finally  runs  on  a  nclvvoi'k — its  own 
104    WORK  AWAY  FROM  WORK 

Telecr)mmuting:  No  longer  experimental 
l^HATS  WRONG  WITH  WIRELESS  DATA 
i'l  short:  (ilitches,  cost,  and  old  habits 
mPERLESS  HOSPITAL 
( 'oinpuScriber's  digital  tracking  system 
110    FASTER  PHONE  NETWORKS? 

rionvrcss  may  vol  nvei'haul  the  rules 


106 


108 


111    CASEY  JONES'S  NEW  GUARDIAN  ANGEL 

A  raib'oad  reinvents  the  control  center 
114    THE  SULTANS  OF  CYBERSPACE 

Upstarts  are  staking  their  claims 
118    DEAD  DISK— WHO  YA  GONNA  CALL? 

It's  just  another  case  for  Mike  O'Brien 

News:  Analysis  &  Commentary 

34    GREENSPAN  UNDER  THE  GUN 

The  Fed  chairman  is  taking  heat  on  the 
economy,  from  his  own  vice-chairman  as 
well  as  from  the  Administration 

36  BILL  CLINTON,  DEFICIT  HAWK 
Suddenly,  the  President  is  in  bed  with 
the  coi' — and  a  balanced-budget 
megadeal  is  all  but  certain 

37  AFFIRMATIVE  ACTION'S  SETBACK 
After  the  Adaranil  ruling,  past 
discrimination  must  be  proved — and 
thai  can  be  expensive 

38  A  MICROSCOPE  ON  MICROSOFT  AGAIN 
Network  access  is  at  issue  in  the  latest 
investigation  by  the  Justice  Dept.'s 
antiti'ust  exjjerts 

39  SOFT(WARE)  IN  THE  HEAD? 

The  IBM  deal  for  Lotus  is  hardly 
the  only  pricey  merger  in  this  sector 


40 


42 


44 


48 


52 


54 


58 


62 


MANAGEMENT  DOCTOR,  HEAL 

Is  Gemini  Consultants  makini 
mistakes  it  counsels  others  tt 
TRADE  WAR  OVER  CAR  SEATS 


Auto  parts,  not  autos,  are  Ar 
I'eal  pi'oblem  with  Japan 
SHOULD  JOURNALS  GO  ONLINI 

Research  publishers  debate  t 
of  promptness  vs.  careful  vet 
IN  BUSINESS  THIS  WEEK 

rrr's  breakup,  corn  prices,  dei 
National  Medical  Care,  Bronf 
Lan-y  Suinmers,  Bankers  Tn 


SSI 


International  Businei 


JAPAN 

It  may  take  a  market  crash  h 
government  can  rescue  the  bi 
COMMENTARY 

Needed:  A  whole  new  way  ot, 
confronting  Japan 
CUBA 

Meet  Fidel's  favorite  capitalis 
C'hairman  Ian  Delaney 
INTERNATIONAL  OUTLOOK 

Will  Ai-gentina  soon  be  cryinf 
economic  guru? 


CEREAL  KILLER 

Ralcorp  is  eating 
rivals  for  breakfast 


LING  WITH  THE  FED 

ite  House  wants  Chairman 
)an  to  cut  rates  and  help 
a  recession-or  else  page  34 


TICKED  OFF 

The  queue  to 
complain  about 
Ticketmaster's 
market  clout  is 
getting  longer 

page  64 


NEWTNIKS 

Inside  Gingrich's  corporate 
kitchen  cabinet  page  oU 


VINIK,VIDI,  VICI 

What  Fidelity 
/  ^  Magellan's 
sharp-eyed 
navigator 
sees  on  the 
horizon 

page  120 


lomic  Analysis 

)IVIIC  VIEWPOINT 

r:  How  bad  studies  can  tui-n  into 
)licies 

>MIC  TRENDS 

signals  ft'om  used-car  sales,  big 
eep  on  tnickin',  how  the  U.S. 

plays  abroad,  maquiladoras 
ESS  OUTLOOK 

.mers  haven't  stopped  spending 

srnment 


INGTON  OUTLOOK 

)ole  is  basking  in  the  sun  of  his 
imless  Summer" 


al  Affairs 


riCKETMASTER  GET  SCALPED? 

e,  other  rivals,  and  private 
its  question  its  dominance 


keting 


lOT  LOOP  BY  ANY  OTHER  NAME... 

te-label  cereal  maker  Ralcorp  uses 
ice  edge  to  gobble  market  share 
the  established  brands 


76    HOW  ABOUT  SUGAR-FROSTED  SUGAR? 

In  a  cereal  taste  test,  kids  seem  to  care 
only  about  how  sweet  it  is 


The  Corporation 


80    LOOK  WHO'S  HUDDLING  WITH  NEWT 

The  Speaker  of  the  House  pays  close 
attention  to  a  little-known  cadi'e 
of  entrepreneurs 

Finance 

120    A  TALK  WITH  JEFFREY  VINIK 

With  an  emphasis  on  high  tech, 
Magellan's  captain  has  beat  the  s&p  500 
again  and  again.  He's  still  bullish 

122    DONT  PASS  THE  HAT... 

Instead,  museums  and  charities  are 
passing  tax-exempt  bond  issues.  But  the 
debt  can  make  things  dicey 

124    A  NEW  GIANT  STALKS  TTIE  BACK  OFFICE 
First  Data  wants  to  rule  eleeti'onic 
Ijayments,  but  it  faces  even  bigger  foes 

126    INSIDE  WALL  STREET 

Has  Ron  Perelman  spotted  a  pearl'? 
A  rocket  maker  set  to  take  off 
The  buzz  about  Telemundo 

153    INVESTMENT  FIGURES  OF  THE  WEEK 


People 


127 


140 


6 
12 
14 
15 


22 


151 
152 
154 


BOMBSHELL  AT  H&R  BLOCK 

CEO  Tom  Bloch  is  quitting  the  company 
his  father  founded  to  teach  inner-city 
schoolchildren 

Personal  Business 

INVESTING:  Scoping  out  microcaps 
SMART  MONEY:  Stock  options 
SOFTWARE:  Science  cd-roms 

Features 

UP  FRONT 
READERS  REPORT 
CORRECTIONS  &  CLARIFICATIONS 
BOOKS 

Summertime,  and  the  reading  is 
serious 

TECHNOLOGY  &  YOU 

Before  you  sign  on  for  Windows  95, 
take  another  look  at  Windows  NT 
BUSINESS  WEEK  INDEX 
INDEX  TO  COMPANIES 
EDITORIALS 

Groupware  requires  a  group  effort 
Japan  needs  more  than  a  bailout 


up  Front 


EDITED  BY  LARRY  LIGHT,  WITH  OLUWABUNMI  SHABI 


MUNI  MADNESS 

DID  ORANGE  COUNTY 
SELL  TOO  SOON? 

OOPS,  TOO  LATE.  IF  ORANGE 

County  had  hung  on  to  its 
battered  investment  poo 
last  winter,  the  recent 
bond  market  re 
bound  might  have 
saved  it.  That's  the 
talk  among  Wall 
Street  types,  who 
figure  the  fund 
would  be  healthy 
enough  today  to 
let  the  county 
avoid  bankruptcy. 

Various  esti- 
mates say  the 
county's  portfolio  4 
now  would  be 
worth  some  $500 
million  to  $1  billion 
more  than  it  was  sold 
for.  The  county  lost  $1.7  bil- 
lion off  face  value  in  a  fu-e 
sale.  "They  would  not  have 
gotten  as  slaughtered  as  they 


did,"  says  Marilyn  Cohen, 
president  of  Envision  Capi- 
tal, a  Los  Angeles  invest- 
ment adviser. 

Could  the  county  have 
hung  on?  Chiistopher  Varelas 
of  Salomon  Brothers,  the  firm 
hired  to  sell  the  county's 
holdings,  argues  that  in 
Januai-y  no  one  knew 
if  interest  rates 
were  headed  up  or 
down.  The  pool's  in- 
vestors— schools,  es- 
pecially— were  unable 
to  run  the  risk,  he 
says.  "We  decided 
to  close  the  casino 
and  put  away  the 
dice."  Plus,  weath- 
ering the  storm 
would  have  been  far 
I  from  cheap.  Hun- 
dreds of  millions  in 
interest  payments 
were  falling  due.  One 
thing's  sure:  Whoever 
bought  the  county's  invest- 
ment instruments  has  done 
splendidly.    Nanette  Byrnes 


SMALL  BIZ 


BILL  CLINTON:  EXILE 
ON  MAIN  STREET 


GORE:  Piles  of  axed  regs 


THE  president's  WOOING  OF 
small  business  is  drawing  a 
tepid  i  c 'spon.se.  Oh,  Bill  Clin- 
ton aiv:  Vice-President  Al 
Gore  go  an  outwardly  en- 
thusiast! reception  from 
some  2,00u  delegates  at  the 
White  Hoiis'-  Conference  on 


Small  Business  by  displaying 
16,000  pages  of  government 
regs  being  axed.  Example: 
How  to  cut  string  beans. 

But  most  of  the  entrepren- 
eurs were  doubtful  of  his 
commitment.  Why?  Consider 
the  Clinton-backed  family- 
leave  law,  which  allows  work- 
ers to  take  time  off  for  nurs- 
ing sick  relatives  and  other 
obligations.  Small-business 
owners  say  this  strains 
their  limited  resources.  Then 
there's  the  Administration's 
proposal  to  up  the  minimum 
wage  90^,  to  $5.15  per  hour. 
That  upsets  small-biz  folks, 
even  though  the  GOP  Con- 
gress likely  wiU  block  it.  Fred 
Able,  who  runs  a  Longview 
(Tex.)  printing  operation,  says 
this  would  stop  his  hiring 
more  workers.  Worse,  confer- 
ence-goers still  resented  CHn- 
ton's  ill-fated  health  plan,  re- 
quiring them  to  pay  for 
workers.  Amy  Barrett 


TALK  SHOW  UThere  are  legal  considerations,  and  the 
there  are  political  considerations.'' 

— Renato  Riiggiero,  chief  of  the  new  World  Trade  Organizatio 
ing  to  avoid  the  no-win  task  of  ruling  on  the  U.  S.  - Japan  trade  t  . 


HONCHOS 

MANZI  LOOKS  LIKE 
AN  ODD  MAN  OUT 

don't  bet  that  JIM  MANZI 

will  be  part  of  the  IBM  inner 
circle.  Sure,  much  has  been 
made  of  the  shocker  that  he 


LONELY?  A  windfall,  but . . . 


will  stay  on  to  run  Lotus  af- 
ter IBM's  $3.5  billion  buyout. 
Manzi,  who  is  getting  an  es- 
timated $77  million  windfall 
from  the  deal,  had  been 
widely  expected  to  bolt.  In- 
stead, Manzi  will  stay  on 
without  a  contract  and  be- 
come an  IBM  senior  vice- 


president,  reportii 
Chairman  Lou  Gerstni 
Gerstner  may  be 
interested  in  keeping 
on  to  make  sure  the  a  . 
tion  goes  smoothly  an 
software  aces  don't  ski 
insiders  say  Manzi  wil 
some  strategic  issues  d 
to  Gerstner,  but  ] 
day-to-day  opera 
work  will  go  thi'ougi 
Thompson,  the  senii 
software  veep.  Also, 
won't  belong  to  thei 
member  CorjDorate  I 
,  tive  Committee,  wh: 
eludes  almost  all  IBM 
I  vice-presidents  and 
directly  with  Gersti 
~  major  strategy  and  p 
"He's  not  on  the  CEC  an 
says  something,"  nott 
IBM  manager.  So  far,  M 
also  not  on  the  34-m( 
Worldwide  Executive 
cil,  which  is  not  as  exc 
as  the  CEC  but  still  is  i 
tant.  Neither  IBM  nor 
would  comment.  Ira 


STREET  NEWS 


SALOMON  MAY  HAVE  ROOM  AT  THE  TOP 


EXECUTIVES   AT  SALOMON 

Brothers  say  it  looks  as  if 
CEO  Deryck  Maughan  may 
soon  be  history.  "I  just  don't 
think  he  can  survive,"  says  a 
senior  Salomon  exec.  Signal- 
ing discontent  at  the  firm  is 
a  talent  exodus, 
which  hasn't 
been  stemmed 
by  ditching  a 
controversial 
pay  plan. 

And  another 
bad  sign  for 
Maughan  is  that 
Robert  Denhani, 
head  of  parent 
Salomon  Inc., 
for  the  fri-st  time 
is  getting  more 
involved  in  Salomon  Brothers 
matters,  such  as  attending 
meetings  with  traders.  This 
"certainly  undercuts  Deryck," 
says  one  executive.  The  ru- 
mor mill  picked  up  steam  re- 


MAUGHAN:  A  yu)ier{ 


cently  when  staffers  sj 
Mark  Winkelman,  a  h 
partner  at  Goldman  Sa^.-. 
the  builchng.  Winkelmap 
well-regarded  trader!? 
manager  who  stepped 
as  partner  last  year  aft 
getting  ti 
job.  Go 
says  he  r. 
had  lunch 
lomon  wi 
old  ft-iend  i 
about  a  cl 
not  Maui 
job. 

Other 
mored  Ma?h 
i-eplacemeri  ■< 
Denham  |i8 
Dennis  K(]g 
Salomon's  CTackerjaclK 
prietary  trader.  SaysDd 
ham:  "Deryck  Maugljii 
running  Salomon  Brole 
Anything  else  is  ia 
nation."  Leah  Nathansm 


RLD'S  FINEST  GRAIN  COLOR.  WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 


Look  more  like  a  leader  with  a  Ricoh  digital  color  copier.  The  world's  smallest  toner  particles 
deliver  the  most  distinctive  color  presentations  ever.  Faster  than  ever.  The  world's  fastest 
first  copy.  The  most  copies  per  minute.  And  computer  connectable.  All  in  the  same  full 
line  of  digital  color  copiers.  This  means  unmatched  perfor- 
mance and  unprecedented  productivity.  It  also  means  Ricoh 
now  leads  the  world  in  digital  color  copier  technology.  So  be 
"  more  colorful.  Pull  ahead.  Call  us  at  1-800-63-RICOH. 
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KieOH 


1 1995  Ricoh  Corporatio 


Up  Front 


BALLPARK  FIGURES 

SKIP  THE  PEANUTS 
AND  CRACKER  JACK 

YOU  THINK  THAT  BALLPARK 

attendance  is  bad?  The  con- 
cessions biz  is  even  worse. 
Turnout  for  America's  once 
favorite  pastime  is  down,  in 
most  places,  as  p 
much  as  25%  from 
last  season.  Hot 
dogs,  peanuts, 
beer,  and  soda  are 
all  off  50%  or 
more,  according 

to   a  BUSINESS 

WEEK  spot  check 
of  parks. 

Lower  atten- 
dance, brought  on 
by  fans'  bitterness 

over  the  baseball  FULL  PRICE:  Vendors" 
strike,  is  only  part  sales  are  way  down 
of  the  reason.  An-  ~ 
other  factor:  the  changed 
post-strike  crowd  mix.  Ana- 
lysts say  the  fans  who  do 
show  up — thrifty  old  people, 
for  instance — may  be  more 
sales-resistant  to  pricey  stadi- 
um fare.  Bobby  Calder,  a 


Northwestern  B-school  pro- 
fessor, speculates  that  fami- 
lies with  kids,  who  clamor  for 
treats,  are  staying  away.  Plus 
the  long  absence  from  ball- 
parks may  have  produced 
sticker  shock. 

This  stuff  ain't  cheap.  Ex- 
ample: Ogden  Services,  the 
veiidiir  at  parks  in  Philadel- 
phia, Seattle,  and 
Anaheim,  Calif., 
charges  $3  for  a 
large  soda.  At 
McDonald's,  it's 
half  that. 

The  prices  are 
no   higher  than 
last  yeai',  but  why 
not  try  temporary 
discounts,  as  some 
teams  have  done 
with  tickets?  Few 
concessionaires 
even  considered 
this.  They  figure 
attendance  will  bounce  back 
later  in  the  season.  That's 
why  Kahn's  hot  dogs,  which 
were  peddled  for  half  off  in 
May  at  New  York's  Shea  Sta- 
dium, just  went  back  to  full 
price.    Ami  Therese  Palmer 


CITY  LIFE 


AHACK  OF  THE  22-FOOT  TOURISTS 


A  NOVEL  INTERACTIVE  SIGN 

is  about  to  open  on  the  Great 
White  Way.  Holiday  Inn  in- 
tends to  unveil  a  100-foot- 
high  megabillboard  at  its 


BIG  HELLO:  Hard-to-rniss  greetings 


Crowne  Plaza  hotel  in  Man- 
hattan's Times  Square  later 
this  year.  It  will  include  a  22- 
foot-high  by  30-plus-foot- 
wide  TV  screen,  called  a 


"jumbotron,"  that  will  beam 
greetings  from  passersby. 

Tourists  paying  around  $10 
to  $15  a  shot  will  videotape  a 
minute-long  greeting.  Mo- 
ments later — after  a  pre- 
scr-eening  for  any  inappropri- 
ate behavior — the  video  will 
air-  on  the  jumbotron  for 
all  Times  Squar'e  to  see. 
Holiday  Inn  will  also 
sell  people  postcards  of 
themselves  on-scr-een, 
as  well  as  copies  of  the 
tapes.  The  sign's  pro- 
ceeds will  be  funneled 
to  charities  thr-ough  the 
soon-to-be-created  Hol- 
iday Inn  Foundation. 
But  don't  think  that 
this  gimmick  is  all  fun  and 
philanthropy.  The  huge  bill- 
board will  likely  sport  the 
Holiday  Inn  reservations 
number.        Maria  Mallo'ry 


CONFESSIONS 

BEN  &  JERRY 

TELL  ON  THEMSELVES 

BAD  BEN,  BAD  JERRY.  DID  YOU 

know  that  Ben  &  Jerry's 
Rainforest  Crainch  does  little 
to  help  the  Br-azilian  In- 
dians, as  claimed?  Or 
that  the  garbage 
gener-ated  from 
throwing  away 
empty  Ben  & 
Jerry's  ice-cr-eam 
container's  amount- 
ed to  an  eco-un- 
fiiendly  15,550  cu- 
bic yar'ds  last 
year?  How  about 
that  the  number  of  Ben  & 
Jerry's  employees  who  are 
thinking  about  quitting  dou- 
bled in  1994,  to  38%? 

No,  these  ar'en't  damaging 
facts  dredged  up  by  Haagen- 
Dazs — they  came  from  Ben 


&  Jeny's  just-released 
annual  report.  It  include 
another  yearly  self-cr 
"social  performance"  r 
by  an  outside  consultant, 
Hawken.  This  time,  the 
sultant  zer-oed  in  on  Ra 
est  Crunch,  which  carTg 
label  giving  the 
pression  that 
nuts  came  fr( 
co-op  of  "forest 
pies"  in  Brazi 
truth,  the  n 
says,  just  5% 
nuts  wer-e  fror 
co-op,  and  w 
mor-e,  the  rest 
har-vested  by  no 
dian  Brazilians, 
company  has  cha 
the  label.  The  consi 
sterTily  r'ecomimends  thai 
&  Jerry's  "must,  whei 
possible,  eliminate  ques 
able  claims"  in  its  labels 
that,  guys?  Mark  Mare 


THE  BIG  PICTURE 


If 


BOSSES  ARE  SQUEEZED,  TOO 

Salary  increases  for  top 
management  are  getting 
skimpier,  even  though 
profits  are  strong.  Rea- 
son: cost-cutting  fever, 
says  Towers  Perrin. 
The  numbers  are  about 
the  same  for 
lower-ranked 
employees. 

APERCENT 


DATA,  TOWERS  F 


FOOTNO 


increase  in  men's  big-and-tall  appar-el,  1994:  1 2%;  in  the  overall  menswear  industry:  4% 


1995 


I 
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EDS  is  a  registered  trademarl<  of  Electronic  Data  Systems  Corporation, 


Doctors  can  test 
people's  reflexes  by 
apping  their  knees  with 
a  small  rubber  mallet. 

But  how  do  you  test  a  company 's  reflexes^ 


ompanies  grow,  it  becomes  harder  for  them  to  react  quickly  to  new  opportunities.  To  expand 
lediately  into  new  markets.  Which  is  why,  for  30  years,  we've  put  technology  to  work,  helping 
ipanies  use  information  to  move  faster.  And  manage  complex  projects.  So  when  the  rubber  mallet 
Dportunity  strikes,  they're  able  to  respond  almost  as  quickly.  To  learn  more,  call  1-800-566-9337  xl900. 


The  average  dreait 
This  isn't  yojj 

Chances  are  it  began  before  you  even  had  a  Ucense.  That  deep-rooted  yearning  for  one  to 
your  own.  And  while  most  of  your  nocturnal  fantasies  have  come  and  gone  over  the  years,  thi 
seems  to  reappear  every  time  you  turn  out  the  bedroom  light  -  with  its  door  open  and  engine  l 
ning.  \Velj,  you're  not  alone.  Because  for  more  than  40  years,  people  have  been  losing  sleep  ov  „^ 
Corvettes.  And  the  1995  'Vette  is  no  exception  -  with  a  300-horsepower  5.7L  LTl  engine,  A 

c 


blem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1995  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America.  MT 


its  6.6  minutes, 
erage  dream. 

on  control,  a  six-speed  manual  transmission,  and  a  sound  system  you  could  imagine  only  in 
wildest  dreams.  Since  we  introduced  the  Corvette  in  1953,  over  a  million  people  have  made 
dream  come  true.  And  all  it  takes  is  a  trip  to  your  local  Chevy  dealer.  So  instead  of  spending 
ler  night  dreaming  of  a  Corvette,  why  not  experience  what  it's  really  like  to  drive  one. 


CORVETTE 


Genuine  Chevrolet 
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WRONG  TURN 
ON  THE  l-WAY? 


Regar(3ing  "Online  investing"  (Cover 
Story,  June  5),  communicating  with  ana- 
lysts by  telephone  can  be  risky  enough 
for  management,  but  analysts  on  the 
Internet  may  well  present  an  even 
gi'eater  and  potentially  more  dangerous 
problem. 

Even  in  cyberspace,  companies  are 
likely  to  be  held  responsible  for  updat- 
ing and  connecting  any  material  infonna- 
tion  previously  disclosed  that  is  still 
considered  "live"  and  which  has  become 
misleading.  Moreover,  although  the 
Internet  audience  is  presumably  infi- 
nite, the  courts  and  the  Securities  & 
Exchange  Commission  may  view  disclo- 
sures made  here  as  "selective"  because 
they  are  available  only  to  ^"^^^^ 
the  "wired"  elite. 

The  vast  and  unfamiliar 
tenitory  of  the  Internet  is 
enough  to  send  shivers 
down  the  backs  of  corpo- 
rate securities  counsel. 
Given  the  uncertainties 
regarding  projections  dis- 
closed in  traditional 
venues,  the  changed  envi- 
ronment recjuires  that 
companies  be  meticulously 


Gaiy  Weiss's  article  on  online  in 
ing,  and  paiticulai-ly  the  caption,  m 
resented  my  relationship  with  the 
panies  that  I  write  about,  ther 
imfaii'ly  raising  questions  about  mj 
ability.  I  would  like  to  make  the  fo 
ing  points:  (a)  Hot  Stocks  Whisper. 
Confidential  are  solely  supporte 
subscribers  and  not  by  any  compj 

(b)  Hot  Stocks  Review  and  Whispe 
Confidential  are  different  publica 

(c)  Hot  Stocks  Review  is  mostly 
posed  of  Whispers  in  terms  of  s 
bulk  and  daily  activity,  (d)  I  ad 
subscribers  in  late  January  to  take 
profits  on  Luminal!  when  the  stocl 
at  $9.75  (Canadian) — it  peake 
$10,125  and  then  crashed,  (e)  I 
wi-itten  about  three  Canadian  ovei  | 
counter  stocks  out  of  more  thar 


BusinessWeek' 


mm 


careful  in  navigating,  or  avoiding,  the 
Internet. 

Maiyann  A.  Waiyjas 
Jenner  &  Block 
Chicago 

Youi"  story  provided  veiy  little  in  the 
way  of  worthwhile  infomiation  for  any 
type  of  sophisticated  online  user.  If  the 
intention  was  to  educate  the  masses 
about  online  services,  forget  it!  Most 
people  still  can't  progi*am  their  vcR  or 
do  more  than  reheat  coffee  in  a  micro- 
wave. How  can  you  expect  them  to  get 
a  handle  on  online  sei-vices — except  to 
make  ill-informed  investment  decisions? 
If  you  go  with  a  cover  stoiy,  provide 
some  meat  along  with  the  bones. 

Lawrence  M.  Stern 
New  York 
Sternol3@aol.com 


TECHNOPHOBES'KURDL 

"Most  people  still  ca; 
program  their  VCR  oi 
do  more  than  reheat 
coffee  in  a  raicrowav< 
How  can  you  expect 
them  to  get  a  handle 
on  online  services?" 

stocks  I  have  reviewed  over  the! 
yeai'.  (f)  The  dough  does  not  keep  r 
in  from  companies,  and  the  bulk  c 
money  comes  from  subscribers. 

George  Ch( 
Cleai-water 
Chelekii 

Editor's  note:  Chelekis'  descriptio 
tfie  7iewsletters'  relationships  do  nam 
tradict  the  story.  The  Canadian  'Ji 
the-counter  issues  mentioned  if  th^ 
rij  refer  to  those  trading  in  the 


The  reason  why  Wall  Street  t 
shun  the  Net  is  that  their  ft-anche 
selling  analysts'  research  to  Jol 
Public — is  now  technologically  obs 
As  an  investor,  I  want  real-timi 


Business  Week 

A  Dwtswn  of  Tlie McGraw-Hill  Cotnpames 


JUNE  26,  1995  (ISSN  0007-7135)***  3430 

Published  weekly,  except  for  one  issue  in  January,  by  The  McGraw-Hill 
Companies.  Inc.  Founder:  James  H.  McGraw  (1860-1948). 
Executive,  Editorial.  Circulation,  and  Advertising  Offices:  The  McGraw- 
Hill  Companies  Buildmg,  1221  Avenue  of  the  Americas,  New  York,  N.Y. 
10020.  Telephone:  212-512-2000.  Telex:  Domestic  127039;  Intl.  2360127039. 
U.S.  subscription  rate  $46.95  per  year;  2  years.  $78.95;  3  years.  $104.95. 
Single  copies,  $2.75;  back  issues,  $5.  Wnte  for  rates  in  other  countries. 
Subscnber  Services:  1-800-635-1200.  TDD:  1-800-554-1579 

Postmaster:  Send  address  changes  to  BUSINESS  WEEK.  P.O.  Box  430. 
HightstowTi,  NJ.  08520.  Second-class  postage  paid  at  New  York,  N.Y.,  and 
at  additional  mailing  offices.  Postage  paid  at  Montreal,  P.Q.  Canada  Post 
Internationa]  Publications  Mail  Product  Sales  Agreement  No.  246484. 


Registered  for  GST  as  The  McGraw-Hill  Companies.  Inc.  GST  #R 
Copynght  1995  by  The  McGraw-Hill  Companies.  Inc.  AH  rights  res 
tie  registered  in  U.S.  Patent  Office.  European  Circulation  Center, 
HiD  House.  Maidenhead,  Berks.  England.  Telephone:  01628-23431;  Tel 
Officers  of  The  McGraw-Hill  Companies,  Inc.:  Joseph  L.  Dionne, 
and  Chief  Executive  Officer.  Hai-old  W.  McGraw.  III.  Pi-esident 
Operatmg  Officer;  Robert  N.  Landes,  Executive  Vice  Presidei 
al  Counsel,  and  Secretary;  Robert  J.  Bahash.  Executive  Vice  Pre 
Chief  Financial  Officer;  Frank  D.  Penglase,  Senior  Vice  F^resid^ 
sury  Operations;  Michael  K,  Hehir,  President,  Information  Servit 
PHOTOCOPY  PERMISSION:  Where  necessary,  permission 
by  the  copynght  owner  for  those  registered  with  the  Copyrig 
ance  Center  (CCC).  222  Rosewood  Drive,  Danvers.  MA  01923, 
copy  any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  eai 
Send  payment  to  the  CCC.  Copying  for  other  than  personal  o; 
reference  use  without  express  permission  of  The  McGraw-Hil 
nies,  Inc.  is  prohibited.  Address  requests  for  customized  bulkr 
Business  Week  Repnnts,  P.O.  Box  457.  Hightstown,  N  J.  085! 
609-426-5494. 

ISSN  0007-7135/95/$2.75  PRINTED  IN  TH 


JUNE  26.  1995 


Tell  me  this. 


n  people  do  their  jobs? 


Faster  than  before. 


Easier  than  last  time. 


If  the  answer  is  yes,  we  grow. 


If  the  answer  is  no,  we  don't. 


It's  not  that  complicated. 


How  do  you  measure  productivity?  Here's  how  Ai'thur  D. 
Little,  Inc.,  did  it.  They  took  two  groups  of  comparably 
skilled  computer  users.  Sat  one  group  down  at  Macintosh' 
PCs.  The  other  at  PCs  running  Windows.  They  asked  all 
those  people  to  perform  identical  business  tasks.  Then 
they  measured  the  time  it  took  to  complete  each  task.  And 
how  accurately  it  was  performed.  Their  findings?  People 
using  the  Macintosh  were  44%  f;ister  than  people  using 
Windows.  Forty-three  percent  more  accurate,  too.'Think 
that's  impressive?  Im;igine  if  the  people  using  Macintosh 
had  been  using  Power  Macintosh"  PCs  instead  -  they're  up 
to  92''b  tiister  than  PCs  based  on  Pentium  processors!  Get 
information  by  fax  at  800-901-810S.  Or  visit  us  on  the  Net 
at  http://www.apple.com.  And  discover  the  power  only  a 
Macintosh  can  deliver  The  power  to  be  your  best. 
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dates  on  positions  I  hold,  not  quarterly 
mumbo  jumbo  that  the  big  dealers  put 
out  (usually  as  a  favor  to  theii-  cori^orate 
finance  departments).  I  get  this  on  the 
Net.  As  for  George  Chelekis,  thanks  to 
him,  I've  returned  a  meager  106%  on 
my  eight-month  portfolio.  Wish  I  had 
followed  more  of  his  picks. 

Carson  J.  Wynne 
Chicago 
CWynneCdn@aol.com 

THE  WTO  IS 

NOT  THE  BIG  BAD  WOLF  

Regai'ding  "Who's  afi-aid  of  the  World 
Trade  Organization"  (News:  Analysis  & 
Commentary,  June  5)  on  the  U.  S.-Japan 
auto  dispute:  The  WTO,  like  the  General 
Agi-eement  on  Taiiffs  &  Trade  before  it, 
is  a  pragmatic  organization  that  favors 
negotiation  over  confrontation.  The  sys- 
tem will  do  the  job  designed  for  it  by 
member  governments.  It  will  not  "stall," 
since  the  procedui'e  is  now  lai'gely  auto- 
matic, with  clear  deadlines  at  every 
stage.  Yes,  it  could  take  more  than  a 
year  to  conclude  all  stages.  But  readers 
of  BUSINESS  WEEK  know  very  well  how 
much  more  time  is  involved  getting  civ- 
il-suit judgments  in  national  courts. 

David  Woods 
Information  Director 
World  Ti'ade  Organization 
Geneva 

A  REAL  PLAYER 

IN  COLLEGE  MERCHANDISING 

Even  though  the  University  of  Ne- 
braska is  the  national  [football]  cham- 
pion, the  University  of  Miami's  licensing 
revenues  rank  higher,  at  $2.8  million  for 
the  year  ending  Mar  31,  1995  ("Fight! 
Sell!"  Up  Front,  May  22).  You  should 
also  know  that  the  expenses  of  running 
our  program  are  probably  the  lowest 
in  the  country,  so  we  bring  virtually  all 
of  it  to  the  bottom  hne. 

David  A.  Liebennan 
Senior  Vice-President 
for  Business  &  Finance 
University  of  Miami 
Coral  Gables,  Fla. 

WHY  COMPANIES  MUST 
CULTIVATE  THE  SOUL  

Your  article  "Companies  hit  the  road 
less  ti'aveled"  (The  Workplace,  June  5) 
accurately  describes  the  challenge  of 
bringing  more  soul  into  the  workplace. 

Overlaying  a  specific  set  of  spiritual 
values  on  people  does  not  sit  well  with 
an  American  workforce  that  wants  less 
governinental  inti-usion  in  its  life  and 
certainly  doesn't  want  a  manager  telling 
anyone  what  to  believe  in.  On  the  other 
hand,  ignoiing  the  subject  altogether 


CORRECTIONS  &  CLARIFICATIONS 

In  "Hang  on:  More  surprises  on  the  way" 
(Where  to  Invest:  Mutual  Funds,  June  19),  it 
was  stated  that  Seligman  Communications 
&  Information  Fund  would  close  to  new  inves- 
tors on  July  15.  The  correct  date  is  June  30. 


means  businesses  are  blind  to  the  bot- 
tom-line reality  that  people  do  want  to 
find  meaning  in  their  work.  They  want 
to  feel  appreciated  for  their  contribu- 
tion, and  they  want  a  sense  of  commu- 
nity in  their  lives.  A  gi'owing  body  of 
research  shows  that  there  is  a  direct 
correlation  between  the  lack  of  soul  or 
"heart"  in  a  workplace  and  absentee- 
ism, stress-related  workers'  compensa- 
tion claims,  and  health-cai'e  costs.  Soul  is 
no  longer  soft. 

Bruce  Ciyer 
Institute  of  HeartMath 
Boulder  Creek,  Calif. 
BruceCryer@aol 


A  TRADEMARK 

IS  NOT  A  PATENT  

Nobody  can  patent  a  buzzword 
("  'Buzz  off  my  buzzword,' "  News:  Anal- 
ysis &  Commentary,  June  5).  A  word, 
phrase,  or  design  attached  to  goods  or 
services,  whose  function  is  to  identify 
the  source  of  those  goods  or  sei-vices, 
may  be  eligible  for  trademai'k  protection 
but  can  never  be  patented. 

The  distinction  is  not  a  trivial  one. 
Patents  have  a  limited  temri.  A  trade- 
mai"k,  however,  can  last  forever.  As  long 
as  the  mark  is  properly  and  continu- 
ously used  in  intei'state  commerce,  the 
mark  remains  a  valuable  company  asset 
indefinitely. 

Joseph  T.  Leone 
DeWitt,  Ross  &  Stevens 
Madison,  Wis. 

AN  UNBALANCED 

VIEW  OF  TRADE  

"Ti-ade:  Why  the  experts  are  wrong" 
(Editorials,  June  5)  suffers  from  an 
overdose  of  political  correctness.  In  de- 
monizing  Japan  as  a  mercantihst  nation 
(surely  news  to  the  many  U.  S.  and  Eu- 
ropean companies  doing  business  there) 
and  in  identifying  the  U.  S.  as  the  cham- 
pion of  free  trade  (see  the  U.  S.  Tariff 
Code — two  volumes  and  8,000-plus  tariff 
rates),  you  endorse  an  exercise  in  bla- 
tant protectionism  and  an  increasing 
xenophobia  in  the  U.  S.  Further,  you 
attack  economic  theory  as  saying  noth- 
ing about  causation  in  the  case  of  low 
U.  S.  national  savings  rates,  high  budget 
deficits,  excessive  consumption,  and  the 
trade  deficit. 


The  application  of  bilateral  fj[|] 
sanctions  to  Japan  by  the  U.  S. 
cuts  the  foundation  of  both  the  pre 
GATT  and  present  wro.  The  con-ect 
would  have  been  to  submit  a  ca 
the  WTO  before,  not  after,  annou) 
tariffs,  risking  a  trade  war,  and  u) 
cutting  the  WTO.  Mixing  domestic 
ical  motives  with  macroeconomi 
never  effective. 

Carta  Hills,  wher'e  are  you? 

Stephen  Jai 
Lakewood, 
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In  supporting  the  CUnton  Adn 
tr'ation's  hav/kish  tr-ade  policy,  you] 
torial  derides  "experts"  for-  insisting 
the  trade  deficit  is  connected  to  th 
U.  S.  savings  rate.  However,  you 
not  be  an  expert  to  recognize  tha 
trade  balance  is  equal  to  the  diffei 
between  savings  and  investment, 
identity  applies  in  all  countries  i 
times,  and  its  validity  does  not  de 
on  any  economic  view. 

Unfortunately,  there  is  one  mi 
nism  that  might  allow  trade  polii 
shrink  the  deficit.  By  forcing  the  , 
nese  to  consume  more,  the  trade  h 
could  directly  reduce  the  supply 
anese  capital  available  to  the  U.  S, 
would  raise  bond  yields,  encoura 
rise  in  U.  S.  savings  rates,  and  dej 
investment  spending.  The  net  r 
would  be  a  lower  trade  deficit.  Thi 
phcation  is  that  the  tr-ade  policies 
you  applaud  can  be  effective  only  t 
extent  that  they  depr-ess  America) 
ing  standards  and  economic  grovA 
is  not  surprising  that  they  find 
support  among  "experts." 

Gerard  MacD 
Managing  E 
Bank  Credit  An  »?« 
Research  G 
Mori 
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IE  READING  IS  SERIOUS 


et's  see:  I've  got  my  towel,  my 
sunscreen,  my  flip-flops,  and  of 
course  that  featheweight  beach 

Whaaa — it's  raining? 
11,  maybe  summer  isn't  just  for 
ilers  and  private-eye  stories.  For 

days  when  you  feel  hke  settling 
with  something  substantial,  here's 
pUng  of  some  recent,  more  serious 
backs. 

[e  a  vicarious  peek  through  an 
■on  microscope — or  through  the 
st-powered  telescope — via  one  of 
ear's  many  books  on  scientific  top- 
iarry  Werth's  The  Billion-Dollar 
ule:  One  Company's  Quest  for  the 
;t  Drug  (Touchstone,  $14)  trains  its 
n  biotech  startup  Vertex  PhaiTna- 
;als  Inc.  There  we  see  company 
er  Joshua  Boger  and  his  team 
ling  and  taking  risks  to  beat  com- 
rs — and  screaming,  throwing  fuiTii- 
and  getting  sloshed  when  they  faO. 
id  at  publicity  given  to  a  key  rival, 
■  snarls:  "I  want  to  rub  his  nose  in 
irt  and  step  on  his  head."  Cold 
ispassionate  science?  Not  here. 
The  Hubble  Wars:  Astrophysics 
;  Astropolitics  in  the  Two-Billion- 
Struggle  Over  the  Hubble  Space 
:ope  (Harper  Perennial,  $15),  Eric 
aisson  likewise  dehvers  a  tale  of 
leas  and  petty  striving.  The  au- 
a  former  senior  scientist  at  the 
rtium  of  universities  put  together 
ersee  the  space  telescope's  agenda, 
s  NASA  for  its  addiction  to  "pure, 
alterated  hype."  While  Chaisson 
;sts  that  the  megaproject  still  has 
ems,  he  says  it  represents  "a  mai-- 
s  means  to  view  the  cosmos  in 
atically  new  ways." 
inventing  the  Future:  Conversations 
the  World's  Leading  Scientists  by 
las  A.  Bass  (Addison-Wesley,  $14) 
5  less  in  the  way  of  discord  while 
sring  an  equally  enticing  closeup 
fbeat  and  strong-willed  geniuses, 
asks  the  questions,  and  the  re- 
5es  he  gets  can  be  mesmerizing. 
!xample,  student  of  evolution  Rich- 
)awkins  explains  what  eveiy  corpo- 
primate  knows:  "In  highly  social 
als  the  most  difficult  part  of  the 
onment  involves  outwitting  fellow 
es  members." 


As  with  these  scientists,  political  ob- 
servers find  the  future  to  be  an  in- 
tensely interesting  subject.  Daniel  Yer- 
gin  and  Thane  Gustafson  take  theii'  shot 
at  forecasting  in  Russia  2010:  And 
What  it  Means  for  the  World 
(Vintage,  $13).  Will  Russia 
become  a  capitalist  power- 
house? Or  will  today's  un- 
employment, crime,  and 
disaffection  undermine 
democracy  to  produce 
a  nonideological  new 
version  of  the  old  So- 
viet empire?  The  au- 
thors, many  of  whose 
predictions  have  al- 
ready  come  true, 
suggest  in  this  up- 
dated edition  that 
the     former  is 
more  likely — but 
only  after  years 
of  upheaval. 

Then  there's 
China,  another  one- 
time bad  boy  of  the 
world  community  that 
is  now  seen  as  either  a 
budding  economic  force  or 
an  antidemocratic  throw 
back  facing  a  sea  of  woes.  In 
The  Rise  of  China:  How  Eco- 
nomic Reform  Is  Creating  a  New 
Superpower  (Norton,  $14),  WiUiam 
H.  Overholt  opts  for  the  foiTner  out- 
look— and  how.  With  the  struggle  for 
power  having  put  most  of  the  reforms 
on  hold,  the  book  now  seems  a  bit  opti- 
mistic. Still,  Overholt's  account  of  how 
China  adopted  market  reforms  while 
avoiding  the  chaos  of  perestroika  re- 
mains valuable. 

Another  major  player  on  the  world 
stage  doesn't  come  off  nearly  so  well 
in  Bruce  Rich's  Mortgaging  the  Earth 
(Beacon,  $16).  What  behemoth  has,  over 
the  past  50  years,  plundered  global  nat- 
ural resources  and  impoverished  mil- 
lions, all  in  the  name  of  progTess?  Who 
subsidized  the  destiaiction  of  forests  in 
Brazil  along  with  the  forced  resettle- 
ment of  at  least  1%  million  people  world- 
wide? Give  up?  It's  the  World  Bank,  ac- 
cording to  Rich,  who  backs  up  his 
charges  with  a  wealth  of  detail  showing 


how  the  bank's  development  projects 
have  been  "a  piime  accomplice  in  a  qui- 
et war  against  the  diversity  of  hu- 
mankind's cultures  and  oui"  planet's  bio- 
logical inheritance." 

But  let's  get  down  to  business.  Big 
Business — in  other  words,  athletic  shoes. 
Just  Do  It:  The  Nike  Spirit  in  the  Corpo- 
rate World  (Adams,  $10.95)  steers  the 
reader  deep  into  the  culture  of  a  $4  bil- 
lion company  that's  as  reUant  on  image- 
making  as  any  Hollywood  cb'eam  factoiy. 
Author  Donald  Katz  descends  on  the 
maturing  Nike  Inc.  as  it  confronts  a  set 
of  serious  crises:  Success  is  threaten- 
ing both  its  underdog  image  and  entre- 
preneurial ways  at  the  very  moment 
that  its  prime  pitchman,  basketball 
s;  legend  Michael 


Jordan,  has  an- 
nounced his  l  etireinent  from  the 
National  Basketball  Assn.  Take  a  look  to 
find  out  how  the  company  and  its  philos- 
opher-founder, Philip  H.  Knight,  stay 
the  course. 

Every  day  is  a  crisis — or  so  it 
seems — for  the  men  and  women  in  Da- 
vid Dorsey's  fascinating  The  Force  (Bal- 
lantine,  $12.50).  The  members  of  Xerox 
Corp.'s  Cleveland  sales  team,  whose 
lives  and  careers  the  author  profiles  for 
one  breathless  year,  wheedle  custom- 
ers, stroke  and  berate  subordinates,  and 
shortchange  their  families,  all  as  a  part 
of  the  race  to  achieve  their  annual  sales 
goals.  We  sweat  it  out  with  team  mem- 
bers too  tense  to  digest  their  lunches,  so 
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The  (we  integrate  color  into  black  a 


^^^^^^    It's  natural  for  people  in  business  to  put 
things  in  black  and  white.  But  now  we're 
•iSLa  making  it  second  nature  to  add  the 
unpact  of  color  to  any  black-and-white  document 
you  create. 

{•'rom  charts  to  forms  to  statements,  Xerox 


color  helps  you  communicate.  With  the  tou<  tec 
button  or  a  screen,  you  can  add  highlight  c 
an  invoice  and  people  pay  up  to  30%  faste  fcrli 
adding  four-color  to  a  business  proposal  ca 
make  the  difTerence  between  winning  and  1( 
In  fact,  no  one  has  as  many  different  v  n 


lie 


\!,iirsrtK,  I'IciU  Xl'nnr  iiinl  thi-  >lvli/rd  \  -irt-  Iradcitiarkv  uf  \KK()X  < .<f RPflR A TlON  56  I'SC  5M0 


teso  easily,  it  speaks  for  itself)  Company 


te  color  so  simply  or  effectively.  That's 
no  one  but  Xerox  has  the  award-winning 
lor  laser  printer  and  MajestiR  color  copier/ 
;,  new  XPrint  color  laser  printers  or  the 
fastest  highlight  color  printers, 
scover  how  documents  that  speak  for  them- 


selves can  get  people  talking  about  your  business. 
With  color  from  The  Document  Company.  A  simpler 
way  to  do  good  work.  To  learn  more  about  Xerox 
color,  call  1-800 -ASR-XEROX,  ext.  582. 

THE  DOCUMENT  COMPANY 
XEROX 


Tne  troutle  witn 
following  tke  kerd  is 
stepping  in  wnat  it 
leaves  tekind. 
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J  lie  Robertson  Stepkens  Contrarian  FunJ  invests 
in  oiit-of-f avor  stoclcs 


and  shorts  high-lliers. 

For  more  information 
and  a  prospectus,  call: 


ROBERTSON 
STEPHENS  & 

COMPANY 


MUTUAL  FUNDS 


800-766-3863ext:i08 


-or  more  information,  including  other  management  fees,  expenses  and  special  nsks  associated 
with  shoil  selling,  call  Robertson  Stephens  &  Company,  distributor,  for  a  prospectus.  Read  it 
carefully  beioie  you  invest.  Past  performance  is  no  guarantee  of  future  results.  You  should 
realize  that  investment  return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost. 


Books 


I 


spent  by  yearend  that  they  beg 
fired.  What  drives  them  through 
sons  of  stress  and  sleeplessness' 
promise  of  bonuses,  recognition,  pi 
tions — and  the  feeling  that  when  \ 
on  a  roll,  there's  no  one  who  can 
your  pitch. 

It's  that  kind  of  intensity,  manj 
lysts  say,  that  makes  small,  nimbli 
panies  the  best  hope  for  Americs 
ture.  But  economist  Bennett  Han 
Lean  and  Mean:  The  Changing 
scape  of  Corporate  Power  (Basic  E 
$13)  begs  to  disagree.  The  accc 
thorough  research  goes  a  long  w: 
ward  demolishing  the  idea  that 
companies  are  the  font  of  either  in 
tion  or  job  growth.  Consequently, 
the  author,  government  and  cornmt 
should  focus  less  on  constructing  ir 
tors  for  entrepreneurs  and 
on  such  things  as  improvements  ii 
nomic  infrastructure  and  helpi 
build  "interfirm  alliances." 

Economist  Paul  Krugman,  on  thj 
er  hand,  is  inchned  to  think  that, 
it  comes  to  economic  well-being,  m 
goveiTiment  does  matters  much.  I: 
dling  Prosperity:  Economic  Sensi 
Nonsense  in  the  Age  of  Diminish 
pectations  (Norton,  $12.95),  liberal 
servatives,  and  the  supply-side 
all  take  a  lashing.  Forget  thei 
ti-ums,  he  says — the  key  to  succei 
in  improving  productivity. 

Nonsense,  says  New  Age  bu.^i 
philosopher  Chai'les  Handy:  Highe: 
ductivity  alone  won't  improve  om- 
since  it  doesn't  necessarily  lead  t 
creation.  That's  just  one  of  the. 
"paradoxes  of  matui'e  economies"  1, 
scribes  in  The  Age  of  Paradox  (Ha 
Business  School  Press,  $12.95). 
Krugman,  Handy  excels  at  stuTini 
troversy — and  thought. 

But  if  summer's  sweltering 
leaves  you  in  need  of  a  laugh,  ti 
look  at  Chi-istopher  Buckley's  Thai 
for  Smoi<ing  (Hai-perPerennial,  $li 
a  mthless  send-up  of  Washington 
ists,  of  the  tobacco  industry  and  r 
versaiies,  and  of  political  debate 
boob  tube. 

Or  for  cold-war  intrigue,  tr 
Catcher  Was  a  Spy:  The  Mysteriouj 
of  Moe  Berg  by  Nicholas  Dawido 
tage,  $13).  When  he  wasn't  wai 
the  Washington  Senators'  or  Bostoi 
Sox's  bench — or  honing  his  fluenc; 
dozen  languages — Berg  was  servini 
World  War  II  oss  spy.  Sounc 
fetched?  As  Casey  Stengel  used  t< 
"You  could  look  it  up." 

BY  HARDY G 

Green  is  business  week's  I 
Editor. 
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BYTEs 
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^  20  Best  Programming  Languages 
^  20  Best  Hardware  Products 
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It's  LG.  And  it's  the  new  name  for  the  Lucky-Goldstar  Group.  We've  been  growing  for  airr 
50  years,  and  as  we  continuously  look  to  the  future,  we  see  a  changing  world;  a  world  of  arr 
opportunities,  a  world  of  challenges  to  be  met  with  the  LG  philosophy  of  blending  creati 
with  advanced  technology.  We  are  preparing  for  the  future  by  renewing  our  commitmeni 


global  customers;  and  by  building  on  our  major  strengths  of  utilizing  the  latest  technology  to  create 
ducts  that  enrich  your  life,  making  it  healthier,  safer,  more  comfortable  and  more  satisfying, 
sfaction  has  a  new  face. 
I  LG  is  ensuring  it  wears  a  smile. 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

WINDOWS  NT:  HAS 
ITS  HOUR  COME? 


If  you  use  a  computer  at 
work,  you're  probably 
looking  forward  to  Win- 
dows 95.  The  new  version  of- 
fers greater  ease  of  use  and 
more  powerful  software.  For 
plenty  of  business  users, 
though,  Windows  95  may  be 
the  wrong  move. 

I'm  not  suggesting  that  you 
stay  with  Windows  3.1  after 
Microsoft  Corp.'s  new  operat- 
ing system  is  shipped  on  Aug. 
24.  Nor  am  I  recommending 
that  you  jump  ship  to  IBM's 
OS/2.  But  if  you  often 
push  your  computer  to 
the  limit  or  find  that 
you  need  more  ro- 
bust networking, 
extra  security,  or 
crash-free  perfor- 
mance, you  should 
take  a  fresh  look 
at  Windows  NT — 
Microsoft's  heavy- 
duty  operating 
system. 

Windows  NT  has 
been  on  the  market  for 
about  two  years,  but  it  ap- 
peared on  few  desktops  until 
the  3.5  Workstation  version 
debuted  last  summer  at  $319 
for  a  single  copy.  Although 
interest  has  picked  up,  Mi- 
crosoft still  numbers  sales  in 
the  hundreds  of  thousands, 
compared  with  60  million  or 
so  copies  of  Windows  3.1. 
EASY  UPGRADE.  Two  factors 
have  hobbled  sales  of  NT. 
First,  it  is  very  power-hun- 
gry. When  it  appeared  in 
1993,  the  requirement  of  12 
to  16  megabytes  of  ram 
looked  absurd  in  a  world 
where  most  new  computers 
came  with  4  megs.  Like  OS/2, 
NT  can  run  most  Windows  3.1 
software,  but  few  programs 
other  than  custom  applica- 
tions took  advantage  of  NT's 


support  for  long  file  names 
or  its  abihty  to  run  many 
tasks  at  once.  Even  Micro- 
soft didn't  release  a  special 
NT  version  of  its  Word  and 
Excel  programs  until  last  fall. 

All  of  this  is  changing.  The 
standard  corporate  desktop 
computer  will  soon  be  a  Pen- 
tium with  16  megabytes  of 
RAM,  more  than  enough 
power  to  run  NT. 


More  important,  the  NT  soft- 
ware shortage  is  about  to 
end.  Microsoft  planned  Wm95 
to  i-un  the  same  software  as 
NT.  If  publishers  want  the 
"Designed  for  Windows  95" 
logo  on  their  boxes,  the  pro- 
grams must  be  NT-compatible. 
Under  corporate  bulk-pur- 
chase contracts,  an  upgrade 
to  either  operating  system  is 
expected  to  cost  $50  to  $100 
per  computer 

Who  should  choose  NT? 
Virtually  all  home  users  and 
most  smaller  businesses  can 
rule  it  out,  because  it  doesn't 
provide  for  no-fuss,  plug-and- 
play  hai'dwai'e  installation.  NT 
supports  a  more  limited  va- 
riety of  hardware  than 
Win95,  and  setting  it  up  to 
run  most  effectively  requires 


some  expertise.  You'll  be 
stuck  with  a  clunky  Wmdows 
3.1 -style  display,  including  its 
awkward  program  and  file 
managers,  until  NT  gets  the 
Win95  desktop  in  the  first 
half  of  1996. 

NT's  biggest  advantage  is 
its  robustness.  No  matter 
how  badly  a  progi^am  crashes, 
it's  almost  impossible  to  pro- 
duce a  system  lockup  on  NT 
that  forces  you  to  reboot — 
an  event  that  is  all  too  com- 
mon in  Windows  3.1  and  is 
not  rendered  extinct  by 
Win95.  NT  is  also  best  at  run- 
ning several  programs  at 
once  and  offers  first-rate  net- 
work security — good  enough 
to  meet  government  stan- 
dards for  sensitive  unclassi- 
fied material. 
TURBOCHiPS.  Wmdows  95 
runs  only  on  386,  486, 
or  Pentium-class  sys- 
tems. But  if  even  a 
Pentium  isn't  pow- 
erful enough  for 
your  computing 
needs,  nt  comes 
in  versions  that 
run  on  such  hot 
RISC  processors  as 
Digital  Equipment 
Corp.'s  Alpha,  mips 
Technologies  Inc.'s 
R4000  series,  and, 
as  of  mid-June,  the 
PowerPC. 
The  important  news 
for  business  in  all  of  this  is 
that  a  flood  of  updated  ap- 
plications expected  this  fall 
will  run  with  either  Win95 
or  NT  and  allow  companies 
to  select  the  most  appropri- 
ate operating  system  for 
each  machine  without  the 
compatibility  woes  created 
by  mixing  PCs  and  Macin- 
toshes or  Windows  and  OS/2. 
"We  don't  expect  to  see 
many  companies  that  are  all 
Windows  95  or  all  NT,"  says 
Paul  A.  Maritz,  vice-presi- 
dent in  charge  of  Microsoft's 
Platforms  Group,  which  han- 
dles all  operating  systems. 
For  many  businesses,  the  op- 
erating-systems choices  may 
soon  be  more  complicated. 
But  the  improvements  will 
be  well  worth  it. 


BULLETIN  BOAR" 


PRINTERS 
WINWRiTER:  A  WINNER? 

Hoping  to  elbow  its  way  in 
the  consumer  inkjet-printe 
market  dominated  by  Cane 
and  Hewlett-Packard,  Lex- 
mark International  (800  h 
5835)  is  making  things  ni 
for  consumers.  The  one-ti 
IBM  printer-and-typewriter 


is  shipping  its  WinWriter  1 
color  printer  At  a  street  pri 
of  $349,  it's  about  $100  Is; 
than  Canon  BJC-600e  and 
Desktop  600C  (BW-May  IJ 
It's  easy  to  set  up  and  use 
and  comes  bundled  with  a 
ROM  copy  of  Corel's  CorelDn 
3  graphics  software. 

SOFTWARE 
DEVIL  IN  THE  DEMO 

I  usually  don't  evaluate  sol 
ware  until  I've  used  a  finis 
version.  A  joke  making  th 
rounds  of  the  computer  in 
try  explains  why:  Microsoft 
William  H.  Gates  III  goest 
his  reward.  It's  not  heaven 
hell  that  offers  him  a  choi 
of  three  doors.  Bill  asks  fo 
peek,  and  Satan  says:  "Su 
Bill  opens  the  first  door  an 
sees  a  fiery  pit  full  of  an- 
guished souls.  The  second 
door  opens  on  the  same 
scene.  But  the  third  dooro' 
fers  a  vista  of  a  lovely,  sun 
drenched  beach.  Bill  choos 
No.  3  and  is  immediately  c 
into  a  pit  of  burning  brim- 
stone. "What  happened  to 
beach?"  he  asks  the  neare 
imp.  "Oh,"  the  imp  replies, 
"that  was  just  the  demo." 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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11,500  in  Options  Savings*.  As  if 
LOW  Lease  Payment  of  $299/md: 
Weren't  ENOUGH. 

It's  an  ABUNDANCE  of  riches.  For  only  $299  a  month 
you  can  lease  the  Previa  yon  want,  COMPLETE  with  $1,500  in 

SAVINGS  on  the  OPTIONS 


Dual  air  hags" 
give  added  p>eace  of  mind. 


you  can't  do  without:   air  conditioning, 
P  O  W'  E  R  windows  and  locks,  cruise  c  o  n  t  r  o  ' 
and  a  DELUXE  stereo/Cassette. 


Previa  boaM-".  one  of  the  laniest  interiors  of  niinii  ans/ 
^ea/ifig  seven  ni  finely  afijuunted  comfort. 

The  PREVIA  DX  S/C  lease.  What  more  could  you 
ask  for?  Call   1  -  8  0  0  -  G  O -TO  YOTA  for  a  BROCHURE 
and  location  of  your  NEAREST  DEALER. 


®  TOYOTA  PREVIA 

I  Love  What  You  Do  For  Me 

S  Toyota  Motor  Sales,  U.S.A..  Inc.  Buckle-  Up!  Du  it  for  thosr  who  love  you  •S^iMiigs  ba^ed  on  comparison  ol  tin-  lolal  of  3t)  monlhls  pasnicnii  wilh  F-xira  Value  Package  versus  with  indKklual  options.  A<  luil  dealer  price  and  ^  «... 
vings  may  var\.  **"95  Preua  DX  S/C;  with  Extra  Value  Package,  dual  air  conditioning.  Power  Package,  cruise  control  and  Deluxe  ETR/Cassette,  Closed-end  lease,  S20,87:i  t  apitalized  cost  based  on  S2,50U  down  pa>7nent  and  dealt 
■ipation,  which  may  vary  by  dealer.  MSRP  S23.0yO  incliidnig  freight.  Monthly  payments  total  Sin,7fi4.  Your  pavment  may  \ary  depending  on  final  price,  Ta.\es,  Hcensp ,  title,  insurance,  regiimaih  required  equip,  and  dealer  charges  o 
..cssee  R-sponsible  for  maintenance,  e.xcess  wear  &  tear  and  lOf/mi.  over  15,()0()/yr.  Lease-end  pun  h.ise  upiion  51*3.494,  Disposilion  Ice,  iiol  to  exceed  Sl'iO.  may  be  due  al  lease  end.  lo  t|u,ililir  .i  Ii  sm-.  ^  ihrnugh  Toyota  Motor  Credit 

rporation.  Similar  tease  m  .\L.  FL,  GA,  NC  &  SC  through  World  Omni  Financial  Corporation.  Payments  higher  in  AR,  CT,  LA,  MA,  MO,  MS,  OK,  RI,  TX,  VA  &  WV.  Oll<  r   .iilaljlc  m  HL  Take  deliver*'  b>  6/:in/q 

SEE  YOUR  PARTICIPATING  DEALER  FOR  DETAILS.  ***To  help  avx)id  serious  injury,  always  wear  your  seatbek.  Driver-side  and  passenger-side  air  bags  are  a  supplemental  restraini  unK  'Excluding  extended  vvheelbase 
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otlxr  whole  carload  cwim  ah/ii. 
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happens;  it  happens.  You  merge.  You  nm'e  to  clituti server.  You  decide  tu  add  a  utic  application.  You  grow.  Do> 

worry.  Dig/tdh  nar    '!>''     r-vr''  j'iv;i!\  /i  ./n-ivin"  r!{h!  n',>         Of't'r}:/^  affordable,  bigh-perforiiiaii. 
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solutmn  to  all  hinds  of  amip. 
nies.  Trcmi  airlines  to  finaiia. 
';ri-ices,  anbiteils  to  retailers.  For  example,  our  rw 
AlphaServer  2100  5/2')()  sysleni  is  well  within  inns! 
cotparate  budgets,  yet  has  the  pmver  to  perforui  up  to  1200  transactions  per  second.'  And  our  new  AlphaSei-n 


8200  and  8400  systems  are  the  only  servers  that  run  the  neti.  64 -b/ 
yielding  performance  gains  that  sound  like  they  belong  in  another  centuty 
conventional  32-bit  enterfnise  systems.  But  then,  that's  what  64-hit 
about.  It  lets  you  do  things  Jasler  and  more  affwdahly  thin  32-bit 
some  things  32-hit  systems  n  •mft  let  you  do  at  all.  Our  servers  run  thouv 
the  ones  you  }/eed  the  most.  All  offer  the  kind  ol  scalability 
[nvtectwn  thai  only  64-bit  architecture  can  giw  y  ou.  And  all 
wli/tion.'.  so  they  'II  work  abrngsidc  viifually  any  of  your  existing 
irhile  giving  your  en/ire  injonnation  system 
inio  luc  jiiiuci..  \'\  l.)at  more  can  we  say  excep't.  hop  on.  For  mmt 
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Economic  Viewpoint 


BY  GARY  S.  BECKER 


HOW  BAD  STUDIES 

GET  TURNED  INTO  BAD  POLICIES 


THIN  ICE: 

Politicians  are 
quick  to  grasp 
flimsy  results 
to  justify 
actions  that 
can  inflict 
considerable 
damage  on  the 
economy 


Gary  S.  Becker,  the  1992  Nobel 
laurc-ate.  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hnr.ver  'nstitution 


Economists  cannot  design  research  proj- 
ects that  decisively  answer  important 
policy  questions.  They  have  to  rely  on 
the  limited  knowledge  that  can  be  extracted 
from  the  effects  of  government  policies  and 
other  events.  Yet  politicians  are  all  too  quick 
to  gi'asp  preliminaiy  results  of  these  studies 
as  justification  for  regailations  and  other  inter- 
ventions that  sometimes  do  damage  to  the 
economy. 

A  good  example  is  a  1992  Federal  Re- 
serve Bank  of  Boston  analysis  of  discrimi- 
nation against  applicants  for  mortgage  loans. 
The  senior  author  was  Alicia  Munnell,  a  re- 
spected economist  who  was  then  in  chai'ge  of 
research  at  the  Boston  Fed  and  recently  was 
nominated  by  President  Clinton  to  fill  a  va- 
cancy on  the  Fed's  board.  After  reviewing 
what  happened  to  some  4,500  loan  applica- 
tions in  1990  by  banks  in  the  Boston  area, 
the  authoi-s  claimed  to  have  found  evidence  of 
extensive  discrimination  against  black  and 
Hispanic  applicants. 

The  publicity  that  this  study  attracted  led 
the  Comptroller  of  the  CuiTency  to  closely 
monitor  banks  for  evidence  of  discrimination 
in  their  lending  practices  and  to  investiga- 
tions of  banks  by  the  Justice  Dept.  and  the 
Massachusetts  Attorney  General.  Such  scruti- 
ny and  political  pressure  resulted  in  legal  ac- 
tions against  a  few  banks.  One  involved  a 
consent  decree  last  August  with  a  Maiyland 
bank  for  supposedly  "shunning"  loans  in  urban 
areas.  Another  involved  settlement  of  a  case 
against  Chicago-based  Northern  TtTist  Corp., 
which  alleged  the  bank  gave  gi'eater  assis- 
tance to  white  applicants  who  were  attempt- 
ing to  qualify  for  mortgage  loans. 

Such  political  reactions  would  be  justified  if 
the  Boston  Fed  found  convincing  evidence  of 
bank  discrimination.  But  the  study — despite 
being  lauded  as  conclusive — contains  many 
omissions  and  data  errors.  An  economist  at 
the  Federal  Deposit  Insurance  Corp.  took  a 
close  look  at  a  sample  of  the  actual  lending 
records  used  by  the  Fed  and  concluded  that 
the  data  are  so  inaccurate  (owing,  in  part,  to 
errors  in  copying),  that  it  is  impossible  to 
determine  whether  or  not  banks  had  discrim- 
inated against  blacks  and  Hispanics.  Another 
analysis  found  that  the  Boston  Fed's  results 
are  dominated  by  two  banks  that  had  rela- 
tively high  rejection  rates  of  minorities  only 
because  they  specialized  in  soliciting  loans 
from  marginally  qualified  minority  applicants. 


Some  of  the  evidence  found  by  the  B  : 
Fed  contradicts  their  claim  of  discrimin 
against  minorities.  For  example,  averag 
fault  rates  found  in  this  study  were  ; 
the  same  on  loans  in  census  tracts  w 
lai'ge  percentage  of  blacks  and  Hispanics 
predominantly  white  tracts.  Yet  if  the  \ 
had  been  discriminating  against  minority 
plicants,  default  rates  on  loans  to  minoj 
should  have  been  lower  than  on  loa 
whites,  since  banks  disciiminate  in  pait 
cepting  minority  applicants  only  with  efe 
tionally  good  credit  histories  and  employ 
records.  They  would  reject  marginally  (| 
fied  minority  apphcants  while  accepting 
ginal  white  applicants.  The  imphcatio: 
the  theoiy  of  discrimination  for  default  ^ 
and  other  behavior  are  spelled  out  in  m 
bel  prize  acceptance  lecture  entitled  "Th' 
onomic  Way  of  Looking  at  Behavior," 
lished  in  1993. 

WAGES  OF  ERROR.  I  am  not  claiming  th 
the  additional  studies  of  bank  lending  pr  t 
es  concluded  that  banks  do  not  discrimi; 
nor  am  I  suggesting  these  studies  "pi 
banks  generally  do  not  discriminate.  Bu 
additional  analyses  do  show  the  diffici 
in  reaching  recommendations  on  contr 
sial  policy  questions  by  generalizing 
highly  imperifect  evidence. 

These  difficulties  are  further  illusti 
through  recent  discussions  of  the  employ 
effects  of  minimum  wages.  The  most 
law  in  economics  states  that  a  rise  ii 
cost  of  labor,  capital,  or  other  inputs  k 
demand  for  that  input,  a  law  that  has 
verified  by  the  experience  of  thousan 
companies  all  over  the  world.  Yet  Labor 
retary  Robert  B.  Reich  cites  controv(S 
studies  that  claim  to  find  rises  in  mini 
wages  have  sometimes  not  reduced,  and 
even  have  increased,  employment  of 
skilled  workers.  My  discussion  of  some  ; 
lems  wdth  these  claims  appeared  in  BUS) 
WEEK  of  Mar.  6,  1995. 

The  effective  responses  to  the  allega 
that  banks  discriminate  and  that  higher 
imum  wages  do  not  reduce  employ: 
should  be  a  lesson  to  economists  not  to  ; 
cate  major  policy  initiatives  on  the  bas 
very  limited  and  imperfect  evidence.  I 
dans  are  only  too  eager  to  promote  r€ 
based  on  the  flimsiest  of  evidence  to  at 
support  for  policies  that  help  voters  and 
est  gi'oups  they  favor. 


I-  u  ;  u  i.Mj:_?.A    1  00"^ 


Creative  Import  Financing  For  An 
Asian  Telecommunicahons  Company 


(We  Were  Their  Long  Distance  Connection) 

To  get  this  deal  off  the  ground,  we  engineered  a  unique  financing  structure 
that  matched  various  components  of  risk  with  appropriate  partners  around  the  globe. 
Recognizing  risk  is  easy.  It's  finding  solutions  that  requires  skill. 


Bank  of  America 


Our  client  had  the  benefit  of  \ 
relationship  officers  specializing  in 
structured  trade  finance,  risk  management 
and  the  Iplprmmminirntinn^  illllu<t)■^• 
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sSuite™  is  like  nothing  you've  seen  before.  It's 
{ way  to  look  at  the  desktop,  combining  tradi- 
1  business  applications  with  the  revolutionary 
r  of  Notes®  groupware  and  ten  unique 
cations  designed  to  make  your  teams 
productive  today.  The  result  is  a  whole 
ATorking  environment  -  as  flexible  as  it  is 
■rful.  Take  a  moment  to  figure  out  what 
s  NotesSuite  so  different. 


than  any  desktop  suite  before  it.  Notes  becomes  a  work- 
ing environment;  SmartSuite®  provides  the  working 
tools,  making  you  and  your  teams  more  productive. 


NotesSuite  For  Team  Computing 


NotesSuite  is  -1-2-3*  spreadsheet,  Ami  Pro®  word  processor, 
Approach* database,  Freelance  Graphics®  and  Organizer™ 
personal  information  manager,  integrated  with  Lotus  Notes 
for  the  needs  of  team  computing.  And  only  NotesSuite 
is  enhanced  by  the  NotesSuite  Application  Collection,  ten 
unique  applications  to  make  your  teams  more  productive  today 


)u've  invested  untold  amounts  of  cash  in  your 
mting  hardware.  There  is  a  PC  in  front  of  every 
idual  in  your  company  but  you're  not  con- 
id  you're  getting  the  best  possible  return  on 
investment.  What  do  you  do? 
;rap  the  machines,  give  out  slide  rules  and  hire 
typing  pool. 

et  hardware  upgrades  so  the  stuff  that  isn't 
ftting  done  still  doesn't  get  done, 
ire  a  lot  of  people  just  to  "show  'em  who's  boss." 
et  NotesSuite  and  begin  making  the  move  from 
roductive  individuals  to  productive  teams. 
otus  Notes  is  already  delivering  an  average 
I.  of  179%^  to  companies  who  use  it.  Couple 
power  with  our  five  leading  desktop  applications 
you  can  finally  use  your  computer  the  way 
/e  always  wanted  to. 

I  often  work  out  of  the  office.  I  sometimes  work 
colleagues,  sometimes  on  my  own.  Am  I  trading 
ddual  productivity  for  workgroup  capabilities?" 

Vhether  your  colleagues  are  next  door  or  around 
vorld,  Notes  provides  a  level  of  integration  that 
es  NotesSuite  more  powerful  and  more  effective 


3.  OK,  you've  heard  a  lot  about  this  new  way  to 
work  but  you're  wondering,  "What  can  NotesSuite 
actually  do  for  me?" 

A.  Route,  track  and  approve  paperwork  automatically. 

B.  Expedite  the  budget  process  by  coordinating,  track- 
ing and  distributing  the  same  budget  spreadsheet. 

C.  Basically  streamline  workflow,  impress  my  boss  and 
get  me  a  raise. 

D.  All  of  the  above. 

When  you  recognize  that  the  biggest  potential 
for  gains  in  productivity  comes  not  from  boosting 
individual  performance,  but  from  people  working 
together,  you  begin  to  understand  how  broad  an 
effect  NotesSuite  can  have  on  the  work  environment. 


Lotus 


Right  now  you  can  buy  NotesSuite  for  just  $299tt 
It  puts  the  value  of  Microsoft®  Office  in  a  whole 
new  light.  To  find  out  more 
about  how  Lotus  NotesSuite  is 
helping  successful  companies  Working  Together^ 
become  more  competitive,  get  our  FREE  video, 
"Team  Computing:  The  Art  and  Science  of  Collabora- 
tion," by  calling  i-8oo-trade-up,  ext.  A791,*  or  explore 
Lotus  on  the  World  Wide  Web  at  wrww.lotus.com. 


ada  call  1-800-GO-LOTUS.  ^Source:  "Lotus  Notes:  Agem  of  Chnnge,"  Internatwnal  Data  Corporation,  1994.  tt  $299  per  user  licerise  for  Lotus  NotesSuite  Desktop.  Mmttnum  purchase  of  fifty 
required.  ©1995  Lotus  Developrttettt  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02 142.  All  rights  reser^'ed.  Lotus,  Working  Together,  SmartSuite,  Lotus  Notes,  1-2-3,  Ann  Pro,  Freelance 
sand  Approach  are  registered  trademarks  and  NotesSuite  and  Organizer  are  trademarks  of  Lotus  Development  Corporation.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation. 
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Economic  Trends 


BY  GENE  KORETZ 

DETROIT  SPIES 
A  CAUTION  SIGN 

What  are  used-car  prices  saying? 

Although  U.  S.  car  and  light  truck 
sales  perked  up  somewhat  in  May, 
auto  makers  ai-e  still  womed  and  trim- 
ming production  schedules.  A  particular 
source  of  concern  to  some — and  hope 
to  others — is  this  year's  unusually  hefty 
surge  in  used-cai*  prices.  At  last  count  in 
May,  they  were  running  14.4%  over  May 
of  1994  (chart),  even  as  new-car  prices 
and  sales  stayed  sluggish. 

Ordinarily,  strong  used-car  prices  bol- 
ster new-car  sales  because  they  raise 
trade-in  values  and  thus  make  a  new 
set  of  wheels  more  affordable.  Indeed, 
auto  analyst  Ronald  A.  Glantz  of  Dean 
Witter  Reynolds  Inc.  insists  "new-car 
sales  will  rebound  again  once  people  re- 
ahze  how  high  trade-in  values  are." 

But  some  industry  observers  think 
this  year's  unusually  sharp  price  hikes 

USED-CAR  PRICES 
HAVE  BEEN  HOPPING 


MAY  '94 

A  PERCENT  CHANGE  OVER  12-MONTH  PERIOD 
DATA:  BUREAU  OF  UBOR  STATISTICS 


MAY  '95 


signify  a  basic  adverse  shift  in  buying 
patterns.  Economists  at  the  Federal  Re- 
serve Bank  of  Chicago  warn  that  the 
rapid  growth  of  single-parent  house- 
holds, combined  with  sluggish  income 
gains,  have  been  gradually  eroding 
underlying  demand  for  new  cars  (BW — 
Feb.  13).  Jack  V.  Kirnan  of  Salomon 
Brothers  Inc.  thinks  even  middle-class 
shoppers  now  opt  for  "nearly  new"  cars 
over  pricier  really  new  cars. 

Several  developments  seem  to  be  re- 
inforcing this  trend.  Quality  improve- 
ments mean  cars  and  trucks  last  longer 
than  ever.  As  millions  of  two-  and  three- 
year-old  vehicles  come  off  of  leases  each 
yem-,  carmakers  increasingly  resell  them 
vvith  factory  warranties.  And  now  late- 
model  used  cars  are  equipped  with  dual 
air  bags  and  other  goodies  that  were 
p/.'-ri'able  only  on  new  cars.  Noting 


that  used  cars  are  being  scrapped  at 
an  ever  slower  rate,  economist  Van 
Bussmann  of  Chrysler  Corp.  reports 
that  he  recently  lowered  his  long-term 
projection  of  demand  growth  from  0.7% 
a  year  to  0.5%.  High  used-car  price's, 
he  says,  are  no  guarantee  that  new-car 
demand  will  take  off. 

With  David  Woodruff  in  Detroit 


BIG  RIGS  KEEP  ON 
TRUCKIN' 

Sales  continue  to  break  records 

Despite  the  spi-ing  slump  in  car  sales, 
no  serious  worries  are  yet  afflicting 
a  smaller,  highly  potent  sector  of  the 
motor-vehicle  industry:  heavy-duty 
trucks.  U.S.  and  Canadian  sales  of  these 
16-ton-plus  rigs,  which  cost  $50,000  to 
$150,000,  are  exceeding  last  year's  record 
225,000-unit  pace.  "The  industry  is  build- 
ing and  delivering  around  20,000  trucks 
a  month,  which  means  it's  running  flat- 
out,"  says  analyst  Frank  Prezelski  of 
Ladenburg,  Thalmann  &  Co. 

To  a  large  extent,  truck  builders'  stel- 
lar performance  in  recent  years  reflects 
the  resurgence  of  American  industrial 
competitiveness  and  the  need  for  more 
powerful  and  efficient  trucks  to  speed 
deliveries.  Indeed,  many  observers  re- 
gard ti-uck  demand  as  a  sensitive  eco- 
nomic indicator.  Thus,  while  orders  have 
been  sUpping  recently,  Prezelski  notes 
that  the  backlog  still  represents  about  a 
year's  worth  of  output.  "Truck  orders 
are  only  saying  that  the  economy  has 
slowed,  not  fallen  out  of  bed,"  he  says. 


U.S.  SLUMP:  A 
DOMINO  EFFECT? 

Why  other  economies  won't  topple 

If  the  U.  S.  economy  shpped  into  re- 
cession, would  it  drag  the  rest  of  the 
industrial  world  into  a  slump?  Although 
many  leading  economies  overseas  are 
already  slowing,  economist  Tony  ROey  of 
A.  Gary  Shilling  &  Co.  doubts  whether 
a  U.  S.  contraction  by  itself  could  touch 
off  a  worldwide  recession. 

Riley  bases  his  view  on  the  contribu- 
tion that  merchandise  exports  to  the 
U.  S.  make  to  the  economic  output  of 
other  G-7  countries.  While  exports  ac- 
count for  15%  to  20%  of  the  gross  do- 
mestic products  of  Germany,  France, 
Italy,  and  Britain,  for  example,  exports 
to  the  U.  S.  account  for  only  1.2%  to 


f 

2.6%  of  their  gdp.  And  though  Jf 
sends  30%  of  its  exports  to  the  IS 
exports  account  for  only  8.6%  of  its 
put,  so  the  U.  S.  export  share  stiU  c( 
out  to  only  2.6%. 


HOW  EXPORTS 
THE  U.S.  STAGM 

PERCENT  OF  GROS 
DOMESTIC  PRODUl 

FRANCE 


DATA:  A.  GARY  SHiaiNG* 


The  bottom 
line:  Assuming  a 
9%  decline  in  U.  S. 
imports  (the  drop 
actually  recorded 
during  the  1990-91 
recession)  and  a 
multiplier  effect 
that  triples  the  di- 
rect contraction- 
ary impact,  a  U.  S. 
downturn  would 
cut  European  and 
Japanese  growth 
by  only  one-third 
to  three-quarters 
of  a  percent. 

A  U.  S.  slump,  of  course,  woul( 
bad  news  for  Japan  because  Jaj 
economy  is  already  in  deep  trouble, 
aside  from  Canada,  whose  export 
the  U.  S.  are  equal  to  24%  of  its  Gd: 
major  industrial  nation  is  likely  to  e 
rience  more  than  a  slowdowTi  cai 
by  a  U.  S.  recession.  "If  their  ec 
mies  falter,"  says  Riley,  "the  fault  wi 
with  their  own  domestic  policymaki 


A  NEW  WAVE  OF 
MAQUILADORAS 

The  peso's  drop  spurs  expansioi 
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It  isn't  quite  the  giant  sucking  s( 
predicted  by  Ross  Perot,  but  th 
little  doubt  that  the  impact  of  the  fi 
peso  on  Mexican  wages  is  spar 
interest  among  U.  S.  companies  see 
sites  for  low-cost  manufacturing  an( 
sembly  operations.  Economist  Mi 
Leos  of  WEFA  Group  Inc.'s  Mexican 
casting  unit,  predicts  that  the  maqi 
dora  sector  close  to  the  U.  S.  bo: 
will  add  some  390  plants  by  20( 
boosting  the  maquiladora  workf 
from  579,000  last  year  to  943,000. 

The  irony  is  that  proponents  of 
North  American  Free  Trade  Agreer 
claimed  that  its  salutary  effects  on  I 
ico's  economy  and  wages  would  slow 
growth  of  ■maquiladora  operations.  I 
however,  Mexican  manufacturing  ( 
pensation  is  expected  to  be  down 
this  year,  to  a  mere  $1.80  per  hour, 
to  remain  below  last  year's  level 
the  turn  of  the  century.  Thus,  state 
complaints  about  U.  S.  jobs  being  sh 
south  of  the  border  could  grow  (  Ir 
shriller  in  the  next  few  years. 
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Once  again,  consumei's  are  un- 
der the  microscope.  If  they 
d  on  a  modest  but  rising  trend,  the  economy  will 
I  chugging  along,  the  Federal  Reserve  won't  have 
it  interest  rates,  and  the  Clinton  Administration 
Dreathe  a  little  easier  as  the  1996  election  year  rolls 
nd. 

it  what  if  households  decide  to  pack  it  in?  After 
;he  consumer  sector  is  the  economy's  900-pound 
la  whose  purchases  account  for  two-thirds  of  U.  S. 
omic  activity.  That's  why  the  recent  downbeat 
umer-related  data  have  economy-watchers  from 
Street  to  Washington  pacing  the  floor  out  of 
over  a  possible  recession. 

For  example,  the  0.2%  rise 
in  May  retail  sales  was  weak- 
er than  expected.  Jobless 
claims  are  trending  higher, 
underscoring  the  soft  labor 
markets.  And  the  modest  pace 
of  consumer  inflation  indicates 
businesses  are  facing  lacklust- 
er demand  and  excess  invento- 
ries, and  so  cannot  raise  prices 
much. 

However,  the  current  weak- 
.  in  the  consumer  sector  is  far  from  alaiTning,  and 
er-term  fundamentals  argue  that  consumers  are 
iely  to  cut  spending  drastically  and  send  the  econ- 
spiraling  downward.  Balance  sheets  appear  ex- 
lely  healthy,  helped  by  rising  stock  and  bond  pric- 
ind  steady  home  values.  Households  show  little 
)lems  in  paying  their  bills,  and  consumers  still  have 
gh  level  of  confidence. 

;  MAY  RETAIL  REPORT  was  a  disappointment  for 
e  hoping  for  a  cleai-  sign  that  consumers  are  on  the 
)und.  The  news,  so  close  on  the  heels  of  the  June  2 
)rt  of  101,000  fewer  jobs  in  May,  further  heightens 
pohcy  pressures  on  and  within  the  Fed  (page  34). 
[ay's  puny  rise  did  not  recoup  the  0.3%  sales  drop  in 
11.  Car  sales  rose  0.5%,  but  building  materials  pur- 
ges— a  victim  of  the  housing  slowdown — plunged 

0.  Sales  at  gasoline  stations  fell  0.7%.  For  the  fii'st 
months  of  the  second  quarter,  real  retail  sales 

e  down  at  an  annual  rate  of  1.9%,  compared  with 
r  first-quarter  average  (chart). 
melUng  an  imminent  rate  cut,  the  bond  market  ral- 
fiercely  after  the  June  13  release  of  the  retail 

1.  The  yield  on  30-year  Treasury  bonds  closed  at 
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6.54%,  down  fi-om  6.7%  the  day  before,  the  strongest 
one-day  rally  in  nearly  a  year. 

That  reaction  seems  a  bit  hysterical.  Despite  weak 
outlays  for  goods,  the  data  so  far  suggest  that  real 
consumer  spending  will  rise  by  1%  to  1.5%  in  the  sec- 
ond quarter — mainly  because  service  outlays  began 
the  quarter  strongly.  Even  if  inventoiy  gi'owth  slows 
substantially,  that  pace  is  not  consistent  with  the  zero- 
to-negative  expectations  for  second-quarter  economic 
growth  now  increasingly  popping  up. 

A  LOOK  AT  HOUSEHOLD  FINANCES  shows  why 

consumers  are  not  ready  to  throw  in  the  towel.  The 
Federal  Reserve  reports  net  financial  assets  acquired  by 
households  continued  to  rise  in  the  first  quarter,  at  an 
annual  rate  of  $556.6  bilhon. 

Consumers  may  not  be  quick  to  use  their  invest- 
ments as  a  source  of  cash  during  this  slowdown,  howev- 
er One  reason  is  that  many  investments,  such  as  401(k) 
plans  and  iras,  cannot  be  touched.  Also,  baby  boomers 
ai-e  in  their  saving  yeai's,  so  they  may  not  be  willing  to 
cash  in  their  equity  windfall.  And  investors  may  wait  to 
see  if  Congi'ess  cuts  the  capital-gains  tax,  reducing 
the  cost  of  selling  stocks  and  bonds. 

Still,  the  sense  of  increasing  wealth  may  be  a  reason 
why  consumer  confidence  has  stayed  fairly  high,  even 
amid  signs  of  a  softer  economy. 

Looking  at  the  liabihty  side 
of  their  balance  sheets,  con- 
sumers are  in  much  better 
shape  than  they  were  prior  to 
the  1990-91  recession.  (Consum- 
ers have  added  debt  at  an  ex- 
plosive rate  over  the  past 
year  Installment  credit  alone 
gi'ew  by  $11  bilhon  in  April. 

But  the  Fed  also  reports 
that  households  needed  only 
16.1%  of  theii'  disposable  in- 
come to  make  their  debt  repayments  at  the  end  of 
1994,  and  economists  at  Regional  Financial  Associates 
Inc.  estimate  that  pei'centage  has  risen  to  only  16.4%  in 
the  second  quarter  Both  rates  are  way  below  the  peak 
18.4%  hit  in  1989.  In  addition,  mortgage  delinquency 
rates  fell  to  a  22-year  low  in  the  first  quarter,  and 
only  1.5%  of  other  debt  payments  were  late. 

Healthy  finances  argue  that  consumers  will  head 
back  to  the  malls.  In  fact,  it  may  abeady  be  happening. 
The  Jolmson  Redbook  Repori  says  that  sales  at  dis- 
count and  chain  stores  for  the  first  two  weeks  in  June 
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were  up  1.6%  above  their  May  average.  Plus,  the  Con- 
ference Board's  May  survey  of  buying  plans  found  that 
more  consumers  planned  to  buy  cars  and  major  appli- 
ances than  at  any  time  in  the  past  year. 

A  return  of  shoppers  vdll  ease  the  current  production 
disruption  caused  by  the  need  to  adjust  inventories.  As 
of  April,  that  process  had  not  yet  begun.  Stock  levels  at 
manufacturers,  retailers,  and  wholesalers  jumped  0.8% 
in  the  month,  as  sales  fell  by  0.4%.  That  was  the  second 
month  in  a  row  that  inventories  rose  strongly  amid  fall- 
ing sales  (chart,  page  31). 

By  May,  though,  businesses  appeai'ed  to  be  whipping 
their  inventories  into  better  shape,  especially  the  auto 
industry'.  The  nation's  purchasing  managers  said  that  in- 
ventory grovv1:h  slowed  sharply  in  May,  and  car  dealers 
ended  the  month  with  a  69-day  supply  of  cars  and 
trucks.  That's  down  from  April's  huge  78-day  supply 
and  closer  to  the  desirable  60-day  total,  although  fiir- 
ther  output  cuts  vdll  be  needed. 

PARING  DOWN  excess  inventories  will  continue  to 
brighten  the  already  radiant  inflation  news.  Consumer 
prices  edged  up  0.3%  in  May,  and  excluding  food  and 
energy,  core  prices  rose  0.2% — half  of  the  April  ad- 
vance. Smaller  increases  in  the  prices  of  cars,  airline 
tickets,  and  auto  financing  led  the  moderation. 

Over  the  past  year,  consumer  prices  have  risen  3.2%, 
and  core  prices  are  up  3.1%  (chart).  Although  both 
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INFLATION:  UPABI1 
BUT  STILL  TAME 


rates  are  shghtly  above  their  1994  performances, i 
speedup  is  vrithin  the  range  that  the  Fed  vrill  toleiti 

Inflation  for  goods  and  services  has  been  mo< 
Service  prices  have  risen  3.5%  in  the  year  ende 
May,  and  goods  prices  are  up  only  2.6%.  Goods  infl; 
may  come  under  dovmward  pressure  in  coming  mo 
as  retailers  cut  prices  to  move  merchandise. 

Already,  the  disinflationary 
effects  of  slower  business  ac- 
tivity are  evident  among  pro- 
ducer prices.  Producer  prices 
of  finished  goods  were  un- 
changed in  May,  while  core 
producer  prices  edged  up 
0.3%.  Both  inflation  measures 
are  rising  by  about  2%  fj-om  a 
year  ago. 

Further  back  in  the  produc- 
tion process,  price  pressures 
showed  signs  of  easing  in  May.  Core  prices  of  intei^i 
diate  materials  and  suppHes  rose  just  0.2%  in  May 
ter  a  0.7%  jump  in  April.  And  core  prices  of  ci 
materials  fell  0.3%,  after  a  1.2%^  gain  in  April. 

Later  this  year,  as  consumers  pick  up  their  j 
and  inventories  grow  less  burdensome,  factories 
hum  again.  That  rebound  vriU  be  crucial  for  keeping 
economy  on  an  even  keel — and   preventing  inves 
and  policymakers  from  too  many  anxiety  attacks. 
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A  POUTICAL  DUEL  WITH  THE  BUDGET  AS  VICTIM 


With  inflation  heating  up, 
Italy's  task  of  cutting  its 
budget  deficit  is  becoming  increas- 
ingly urgent.  But  a  new  round  of 
political  uncertainty  is  threatening 
to  undermine  the  government's 
efforts. 

On  May  31,  Prime 
Minister  Lamberto 
Dini  submitted  a  tough 
three-year  plan  to  cut 
the  deficit.  However, 
former  Prime  Minister 
Silvio  Berlusconi's 
June  12  victory  in  a 
referendum,  allowing 
him  to  keep  all  three 
of  his  television  sta- 
'  ions,  shifts  the  poHtical  land- 
.  ape.  Recouping  some  lost  clout, 
U>  rlusconi  has  called  for  early 
eliictions  this  fall,  which  would 
e.vipple  Dini's  efforts  to  pass  his 
biidget,  given  his  already-slim 
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pariiamentary  majority.  The  lira 
plunged  after  the  vote,  forcing  the 
Bank  of  Italy  (boi)  to  intervene. 
Investors  believe  Dini,  a  former 
central-bank  director  general,  is 
more  committed  to  deficit  cutting 
than  Berlusconi. 

Dini's  1996  budget 
is  ambitious.  It  raises 
32.5  triUion  lire  ($19 
biUion),  spht  between 
spending  cuts  and  tax 
hikes.  The  plan  fat- 
tens the  projected 
1996  surplus  in  the 
primary  budget — all 
items  excluding  inter- 
est— from  47.5  trillion 
to  80  trillion  lire.  Interest  on 
Italy's  huge  national  debt  would 
total  189.4  trilhon  lire.  That  yields 
a  1996  deficit  of  109.4  trilKon  lire, 
down  from  130  trilhon  in  1995. 
Dini  proposes  to  cut  the  deficit 


from  7.4%  of  gross  domestic  pro 
uct  in  1995  to  3%  by  1998. 

But  Dini's  blueprint  is  overly 
optimistic.  Economic  grovrth  pre  , 
jections — 3%  thi'ough  1998 — see]  )j 
too  upbeat,  and  expected  infla- 
tion—3.5%  for  1996,  falhng  to 
2.5%  by  1998 — appears  too  low. 
With  inflation  jumping  to  5.5%  iilmr 
May,  from  3.6%  last  summer,  an< 
vdth  further  hikes  in  interest 
rates  likely,  1996  interest  pay- 
ments look  too  low. 

The  BOI  Ufted  official  rates  by 
three-quarters  of  a  point  on  Maj 
26,  to  9%,  and  boi  Governor  Ani 
nio  Fazio  has  set  informal  inflati 
targets:  If  inflation  exceeds  5.2^ 
for  1995,  or  4%  for  1996,  the  BOI 
"vdll  not  hesitate"  to  tighten  fur 
ther.  But  lasting  gains  on  inflati( 
depend  on  fiscal  reform,  and  tha 
requires  the  Dini  government  to 
stay  on  until  1996. 
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News:  Analysis  &  Commentary 


THE  ECONOIVIY 


IN  A  FIX 
AT  THE  FED 


It  is  beset  by  a 
sudden  slump,  a 
nervous  President, 
and  open  dissent 

It  seemed  like  the  ideal  time  to  be  a 
centi'al  banker'.  Just  weeks  ago,  with 
economic  growth  moderating  ft'om 
last  yeai''s  tonid  pace  and  inflation  in 
check,  Federal  Reserve  Chair-man  Alan 
Greenspan  was  confident  he  had  piloted 
the  economy  to  a  soft  landing  that  would 
r-eciiur-e  no  change  in  inter-est  rates  over 
the  coming  months.  After  spending  most 
of  his  tenui'e  coping  with  a  banking  cri- 
sis, a  r'ecession,  a  low-gr'owth  expansion, 
and  a  stock  market  cr-ash,  he  looked  to 
have  a  smooth  summer-  ahead. 

For"get  the  beach.  A  fliuTy  of  unex- 
pectedly downbeat  economic  news,  in- 
cluding a  jannng  June  2  report  of  May 
job  losses,  has  put  Greenspan  on  alert. 
He's  feeling  heat  to  pull  the  sputtering 
economy  out  of  its  current  dive  by  cut- 
ting interest  r-ates  as  eariy  as  July. 
PANETTA'S  SALVO.  The  pr-essur'e  is  com- 
ing from  all  sides:  a  Fed  colleague  who 
went  public  with  concerns  about  the 
economy,  a  White  House  ner'vous  about 
waging  a  reelection  campaign  in  a  weak 
economy,  and  cor-porate  executives  urging 
the  Fed  to  r-eopen  the  flow  of  cr-edit. 
"You  tmn  off  the  spigot,  and  you  can't 
turn  it  back  on  so  easOy,"  says  Stanley  C. 
Gault,  chair-man  of  Goodyear-  Tu-e  &  Rub- 
ber- Co.  "It  would  help  if  they  lowered 
i-ates."  And  with  yields  on  two-year  and 
five-yea.!-  bonds  now  below  the  over-night 
j-ate  the  centr-al  bank  controls,  tr-ader-s 
})ave  fully  priced  in  a  Fed  rate  cut.  "If 
the  Fed  doesn't  align  its  policy  with  the 
markets,  it  puts  itself  in  a  position  of 
being  blamed  for  exacer-bating  the  slow- 
dovvT.,"  says  David  H.  Resler,  chief  econ- 
om:st  to)-  Nomur-a  Securities  Co. 


For  Gr-eenspan,  there's 
even  mor-e  at  stake.  It  is 
widely  assumed  in  Washing- 
ton that  the  Fed  chair-man 
would  like  to  be  r-eappointed 
to  a  third  four-year-  ter-m  next 
Mar-ch.  But  neither  Bill  Clinton 
nor-  the  Republican-contr-olled 
Senate,  wiiich  confunis  Fed  nomi- 
nees, will  be  inclined  to  r-enew  the 
69-year--old  economist's  contr-act  if  gr-owth 
doesn't  snap  back  smartly.  "If  Greenspan 
car-es  about  his  reappointment,  he  doesn't 
want  this  economy  to  go  into  r-ecession," 
says  one  for-mer  Fed  gover-nor-. 

Just  to  under-scor-e  the  political  pr-es- 
sures,  the  White  House  br-oke  a  two- 
year  mor-atoriimi  on  jawboning  the  Fed 
when  Wliite  House  Chief  of  Staff  Leon 
E.  Panetta  ur-ged  the  centr-al  bank  on 
June  11  to  cut  the  6%  feder-al-funds 
r-ate  banks  char-ge  one  another-  for- 
over-night  loans.  Pr-esident  Clin-  ^ 
ton's  advisers  iirsist  that  Panetta's 
remar-ks  wer-e  spontaneous  and 
not  the  start  of  an  anti-Fed  cam- 
paign. "He  was  careless  in  how 
he  r-esponded,"  says  Ti-easiu-y  Secr-e- 
tary  Robert  E.  Rubin.  "People  may  slip." 
Still,  other-s  don't  r-egi-et  Panetta's  salvo. 
"It  was  not  a  bad  idea  to  send  a  little 
sig-nal,"  admits  one  Wlrite  House  aide. 

There  ar-e  likely  to  be  plenty  more 
signals  if  the  Fed  doesn't  get  the  hint. 
And  if  sniping  fr-om  the  White  House  is 
not  enough,  Greenspan  has  to  wor-ry 
about  tensions  building  within  the  Fed, 
which  until  r-ecently  had  maintained  a 

Reading  the  Fed's 
Tea  Leaves 

Will  the  Federal  Resei-ve  cut 
short-term  rates?  In  public  statements 
and  interviews,  Fed  officials  have 
opposing  views.  Here  is  a  scorecard: 

DATA  DOW  JONES  INVESTOR  NETWORK,  BUSINESS  WEEK 


united  fi-ont  on  monetary  policy.  Alr(  Ui 
some  Fed  policynraker-s  ar-e  second-gi  B;a 
ing  their-  last  r-ate  hike — a  half-p  rati 
move  in  Februar-y  amid  initial  signs 
economy  was  starting  to  cool.  "If 
meeting  were  held  again,  we  would 
[make]  the  same  decision,  knowing  v'^ 
we  know  now,"  concedes  one  insider 
Meanwhile,  Fed  Vice-Chairman 


ALAN  GREENSPAN 
CHAIRMAN 

Says  current  "pronounced"  slo'f 
"inevitable  but  desirable"  if  it^ 
companies  to  work  down  high  invc 
Thanks  to  the  slowdown,  the  "prob; 
an  inventory  recession... has 
decreased  significantly." 
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Under,  a  former  Clinton  economic 
ier,  appeai-ed  to  be  lobbying  publicly 
.  rate  cut  when  he  told  Reuters  on 

6  that  the  odds  of  a  recession  had 
I  and  that  he  was  "more  concemed 

about  the  downside  [risk  to  the 
omy]  than  the  upside"  lisk  of  infla- 

That  candid  assessment  riled  some 
s  former  Administration  colleagTies, 


who  have  maintained  an  upbeat  postui-e 
on  the  economy.  His  comments  were 
also  read  by  the  Clintonites,  Wall 
Street,  and  fonnei-  Fed  officials  as 
a  thinly  veiled  call  on  Greenspan 
to  reverse  course.  "It  seems 
clear  that  Blinder  is  begin- 
ning to  make  his  case  for-  an 
early  move,"  says  David  M. 
Jones,  chief  economist  for 
Aubrey  G.  Lanston  &  Co. 

A   proponent   of  the 
"preemptive  easing"  ap- 
proach. Blinder  seems  ea- 
gei'  for  the  Fed  to  begin 
cutting  rates  eai-ly  enough 
to  avert  a  slumjD — even  if 
pi'ice  pi'essures  ai-e  still 
building.  "This  is  a  big 
thing  going  on  between 
Gi'eenspan  and  Blinder," 
says  one  Administration 
official,  who  claims  Blind- 
er argued  against  the 
Febniaiy  rate  liike  before 
grudgingly  voting  with  the 
majority.  "I'm  smpiised  by 
the  recriminations." 

Greenspan  pursued  a 
preemptive  easing  in  1989 
but  was  too  late  to  pre- 
vent a  recession.  Now,  he 
appears  moi'e  optimistic 
than  Blindei'  that  the  econo- 
my will  bounce  back  from  its 
doldrums,  perhaps  by  fall.  At  a  Seattle 
press  confei'ence  on  June  7,  Greenspan 
called  the  slowdown  "desirable,"  reason- 
ing it  would  pi'obably  help  the  U.  S.  woi'k 
off  excess  inventories  that  would  othei- 
wise  tip  the  economy  into  recession. 

The  divergence  in  Blinder's  and 
Greenspan's  views — though  carefully 
nuancecl  in  Fedspeak — was  one  of  those 
rare  differences  that  spill  out  into  the 
open.  "It  is  almost  i-eminiscent  of  the 
Preston  Martin-Paul  Volcker  days," 
says  former  Fed  Governor  Wayne  D. 
Angell,  now  chief  economist  at  Bear, 
Stearns  &  Co.  Like  Volcker  and  Mar- 
tin, who  as  chairman  and  vice-chair- 
man openly  ai'gued  over  policy  in  the 
early  1980s,  "Blinder  and  Greenspan 
are  willing  to  have  the  public  discern  a 


difference  in  their  views,"  Angell  adds. 

But  if  Blinder  indeed  is  leaning  to- 
ward easing  policy,  he  appear-s  to  be  in 
the  minority,  at  least  for  now.  Following 
his  public  remai'ks,  other  Fed  officials 
hinted  that  they  are  in  no  iTish  to  begin 
unwinding  the  seven  rate  hikes  that  dou- 
bled the  fed-funds  rate  fi-om  3%  at  the 
start  of  1994  (table).  Fed  Govenior-  Law- 
rence B.  Lindsey  dismissed  criticism  that 
the  Fed  oveitightened:  "I  tMnlv  we  did  a 
pretty  good  job,"  he  declaimed  in  a  June  8 
speech.  The  same  day,  Edward  G. 
Boehne,  president  of  the  Federal  Re- 
sei've  Bank  of  Philadelphia,  said  he  be- 
lieves the  economy  will  perk  up  this  fall. 
MOMENT  OF  DECISION.  Plivately,  Fed  of- 
ficials say  Greenspan  doesn't  want  to  be 
in  a  situation  where  he  cuts  rates  pi-ema- 
tiu'ely,  the  economy  builds  up  a  new  head 
of  steam,  and  the  central  bank  finds  it 
has  to  hike  rates  again  in  the  heat  of  a 
Pi'esidential  campaign.  Fed  watchere  con- 
cui'.  "Greenspan  i-ealizes  that  going  into 
an  election  year,  he  can't  reverse  any 
rate  cuts  without  massive  criticism  fi-om 
the  White  House,"  says  Jones.  "He 
wants  to  be  fau'ly  siu-e  of  himself  before 
he  takes  the  plunge."  Although  many 
analysts  believe  growth  in  the  second 
quarter  could  dip  below  1.5%^ — and  even 
move  into  negative  tenitoiy — Fed  offi- 
cials hope  the  shaip  plunge  in  yields  on 
the  benchmark  30-year  Treasury,  fi-om 
8.25%  last  November  to  6.57%  on  June 
14,  will  be  enough  to  spui-  the  economy. 

Foi-  Gi'eenspan,  the  moment  of  deci- 
sion foi-  the  economy,  and  his  job  ftitui-e, 
could  come  in  eai-ly  July.  The  i-ate-setting 
Federal  Open  Market  Committee  meets 
on  July  5-(5,  and  the  key  Labor  Dept. 
payi-oll  survey  for  June  will  be  released 
on  July  7.  Another  jobs  drop  atop  the 
101,000  May  loss  is  sure  to  intensify  the 
pressure  to  i-evei-se  course  in  a  hun-y. 

That's  not  the  pi-ospect  Greenspan  had 
in  mind  in  early  spring,  when  all  he  saw 
on  the  hoiizon  were  blue  skies.  But  with 
the  economy  losing  altitude,  the  pres- 
sures are  mounting  on  the  Fed  to  cut 
rates,  and  soon.  For  the  chaii-inan,  that 
could  mean  a  long,  hot  summer. 

By  Dean  Foust,  with  Susayi  B.  Gar- 
land, in  Washington 


ALAN  BLINDER 
VICE-CHAIRMAN 

J  unusual  discussion  among 
icymakers  by  saying  publicly  on 
that  he's  "more  concerned  now 
ie  downside  [risk  to  the  economy] 
le  upside"  risk  of 
nflation. 


Yes 


LAWRENCE  LINDSEY 
GOVERNOR 

Dismisses  talk  that  the  Fed  tightened 
too  much:  "I  think  we  did  a  pretty  good 
job."  Says  growth  could  slow  to  an 
average  1.5%  over  the  next  six  quarters, 
providing  the  economy  with 
needed  capacity. 


No 


JANET  YELLEN 
GOVERNOR 

Expected  economic  weakness  but 
admits  "some  concerns"  about  a  too-rap- 
id sales  slowdown:  "I'm  nervous  about 
the  situation."  Still,  says  it's  "too  soon  to 
call  the  shots"  on 
monetary  policy. 


Maybe 


News:  Analysis  &  Commentary 


THE  BUDGET 


BILL  CLINTON, 
DEFICIT  HAWK 

Suddenly,  he's  in  bed  with  the  GOP-and  a  budget  deal  is  likely 


The  great  Battle  of  the  Budget  is 
over.  The  hawks  have  won.  Oh, 
there  are  details  to  be  thrashed 
out.  And  there  pi'obably  will  be  another 
crisis  or  two  before  President  Chnton 
signs  a  Deficit  Reduction  Act  of  1995. 
But  faced  with  ovei-whelming  pressure 
from  the  GOP  majority  in  Congi'ess  and 
a  dramatic  shift  in  public  opinion,  Clin- 
ton ciuit  fighting  on  June  13.  In  his  six- 
minute  prime-time  speech,  he  joined  the 
balanced-budget  crowd,  producing  a  plan 
to  eliminate  the  deficit  in  10  years.  "Fi- 
nally," says  American  Standai-d  (  'EO  Em- 
manuel A.  Kampouris,  "the  President 
is  coming  foi-ward." 

The  framework  of  Clinton's  plan  fol- 
lows the  GOP's  lead:  He  would  trim 
growth  in  Medicare,  Medicaid,  and  wel- 
fare spending  and  make  deep  cuts  in 
most  other  pi'ogi-ams.  And  he  would  cut 
taxes.  The  only  major  difference:  The 
President  insists  on  more  money  for  ed- 
ucation. Although  specifics  differ  from 
the  House  and  Senate  blueprints,  the 
outlines  of  a  megadeal  are  falling  into 
place.  Says  Senator  Joseph  T.  Lieber- 
iTiun  (D-Conn.):  "It  is  now  inevildble 
^'lat  we  will  have  a  balanced  budget  by 
:■.  :-  ]'ecific]  date."  Adds  Frank  Shafroth, 
chief  lobbyist  for  the  National  League  of 
Cities:  "The  shape  of  the  debate  is  fim- 
damenLally  changed." 

IIk'  political  landscape  is  changed  as 
•v,'i;.  la  a  ;- ingle  week,  Clinton  has  aban- 


doned liberal  Democratic  orthodoxy.  For 
instance,  he  only  mildly  criticized  Su- 
preme Court  decisions  that  cut  deeply 
into  fedei-al  affinnative-action  and  school- 
desegi-egation  progi-ams,  then  cut  loose 
his  party's  congi'essional  leadership  on 
budget  i^olicy.  House  Democratic  leaders 
and  other  members  of  the  party's  tradi- 
tional wing  are  furious.  But  centrist 
Democrats  argue  that  it's  long  past  time 
for  Clinton  to  ada])t  to  a  changing  electo- 
rate. "We  need  to  tell  the  liberal  Demo- 
cratic congi-essional  wing  to  shut  up," 
says  consultant  Brian  Lunde.  "Their 
agenda  is  no  longer  relevant." 

Clinton's  political  calculus  tells  him 
he  doesn't  need  liberals  to  pass  a  bal- 
anced budget.  And  while  Republicans 
publicly  gTumble  that  his  plan  is  too  lit- 
tle, too  late,  they're  privately  cheering 
that  he's  dealing  on  their  terms.  Fur- 
ther-, the  GOP  majority  in  Congi-ess  prob- 
ably can  muster  75  House  Democrats 
and  20  Senate  Democrats  to  back  big 
spending  cuts — as  long  as  tax  cuts  are 
small.  Says  Representative  Charles  W. 
Stenholm  (D-Tex.),  a  deficit  hawk:  "For 
the  first  time  in  my  years  in  Congress, 
we  have  a  majority  of  the  House  and 
Senate  and  the  President  aU  saying  that 
balancing  the  budget  is  a  priority." 

To  r-each  out  for  a  deal,  the  Presi- 
dent has  made  four  key  concessions: 
■  Health  care.  Medicare  and  Medicaid 
are  squarely  on  the  table.  Clinton  had 


TALE  OF  TWO  BUDGETS 

The  U.S.  budget  deficit,  as  projected  in  pli 
from  President  Clinton  and  the  Senate 
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been  unwilling  to  change  either 
gi'am  in  his  February  budget  plan, 
he  claims  he  would  trim  the  rat 
growth  for  both  by  some  $153  b: 
over  seven  years.  That's  less  than 
the  House  or  Senate  savings.  But 
side  experts  say  Clinton  may  be  unlsis 
estimating  the  extent  of  his  cuts, 
Committee  for  a  Responsible  Fee 
Budget  figures  that  Clinton  and 
Senate  are  only  about  $6  billion  a 
apart  in  their  health  proposals- 
than  2%  of  what  would  be  spent  in 
without  changes. 

■  Welfare.  In  another'  reversal  ar 
bow  to  reality,  Clinton  now  estim  » 
that  a  r-efor-m  plan  will  save  $38  bi 
in  planned  government  spending  foi|ir,N 
safety  net.  Previously,  he  backed  we 
over-hauls  that  required  costly  job 
training  progr-ams 

■  Taxes.  Clinton  would  still  trim  t 
for  families  with  childr-en  and  for  eAls 
tion  expenses.  His  $100  billion  pla 
far  less  than  the  House's  $350  bi 
proposal.  But  both  sides  have  plent 
room  to  give,  especially  since  the  Se 
would  not  cut  taxes  at  all  until  the 
get  is  balanced. 

■  A  balanced-budget  deadline.  Ten  y( 
Seven  years.  Outside  the  Beltway, 
seem  to  care.  "The  timetable  as 
is  not  a  great  issue.  It's  impoi-tant 
as  a  signal  of  resolve,"  says  Van  I 
Ooms,  senior  vice-president  of  the  C 
mittee  for-  Economic  Developmen 
business-oriented  r-esear'ch  group 

The  fate  of  the  budget  is  now  ufjij 
congr-essional  Republicans.  They  can 
blow  up  an  agr-eement  by  demandii 
massive  tax  cut.  But  the  betting  is 
they  won't.  That  means  a  grand  bu( 
compromise  is  finally  on  the  way. 

By  Hoivard  Gleckman,  with  .1 
McNmnee,  Mary  Beth  Regan,  and  h 
ard  S.  Dunham.,  in  Washington 
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IRMATIVE  ACTION 


THUNDEROUS  IMPACT' 
I  EQUAL  OPPORTUNITY 

apreme  Court  decision  may  gut  racial  preferences 


Lx  years  ago,  affiiTnative  action  be- 
gan a  giant  slide  down  a  treacher- 
ous slope.  That  was  when  the  U.  S. 
•erne  Court,  setting  a  tough  legal 
dard  for  state  and  local  minority 
.side  plans,  tossed  out  a  Richmond 
progi'am  that  reserved  30%  of  the 
i  construction  work  for  minorities, 
le  decision  had  a  rapid  impact: 
in  a  year,  neai'ly  all  of  the  nation's 
3tate  and  local  programs  had  been 
antled  or  suspended,  according  to 
Minority  Business  Enterprise  Le- 
)efense  &  Education  Fund.  In  Rich- 
i,  the  minoiity  share  of  construction 
rs  shriveled  from  41.6%  to  2.2%. 
vas  devastating,  '  says  Deborah  L. 
les,  Richmond's  minority  business 
rprise  administrator  "Diversity  in 
ionstraction  industiy  went  back  to 
Id  ways." 

ow,  affirmative  action  may  be  near- 
;he  cliff.  On  June  12,  the  Supreme 
t  raised  the  same  hui'dle  foi'  a  fed- 
progi'am  that  helps  companies  clas- 
i  as  "disadvantaged."  The  ruling 
J  affect  a  panoply  of  racial  prefer- 
s,  from  reserving  radio  spectrum 
ninorities  to  the  1965  executive  or- 
'equiiing  nearly  200,000  federal  con- 
,ors  to  adopt  affirmative-action  hir- 
plans.  The  decision  "will  have 
derous  impact,"  warns  Ronald  M. 
in,  a  lawyer  who  i-epresents  compa- 
in  affirmative-action  disputes. 
>SURE.  Some  lavranakers  aren't  wait- 
br  the  ripple  effect.  Senate  Majoiity 
ler  Bob  Dole  (R-Kan.)  and  Repre- 
ative  Charies  T.  Canady  (R-Fla.), 
■man  of  a  key  judiciary  subcommit- 
plan  to  introduce  bills  to  nulHiy  the 
utive  order  and  other  federal  pro- 
is  that  help  minorities.  Even  Pres- 
t  CUnton  is  likely  to  recommend 
ailing  some  preferences. 
)me  experts  say  the  shift  in  Wash- 
m  could  prompt  companies  to  re- 

to  their  old  habits.  "If  we  pulled 
affirmative-action  progi'ams  tomor- 

we  would  revert  back  to  blatant 
•imination  in  a  second,"  says  Donna 
itte,  a  consultant  who  has  studied 
panics'  attitudes  towai-d  diversity, 
mployers  such  as  Sears  Roebuck, 
and  Texas  Instruments  dismiss 
I  fears.  If  a  company  depends  on 
loyees  for  a  competitive  advantage, 
I've  got  to  create  an  envii-onment 
ttract  people  from  all  segments  of 


the  population,"  proclaims 
Jim  Porter,  Honeywell 
Inc.'s  vice-president  for  hu- 
man resources. 

Lawyers  advising  coi-po- 
rations  raise  another*  con- 
cern. Government  contrac- 
tors face  a  conflict  between 
the  ruling  and  the  1965 
executive  order.  If  they 
scrap  their  affirmative-ac- 
tion plans,  they  may  lose 
federal  contracts.  Undei"  the 
new  i-uling,  though,  too  ag- 

gTessive  a  plan  may  spawn  hOW.  thC  16(18  ITlUSt  DlWe  DESt 
reverse-discriiTiination  suits.  ,      ,         ,  .        . « 

"It  really  puts  business  in  dlSCrilTimatlOn  tO  JUStllV 
a  bind,"  says  Theodore 

Wang,  an  attorney  with  the  preierence-anci  that  s  expensive 

Lawyers'  Committee  for 
Civil  Rights,  a  San  Fran- 
cisco nonprofit  group  that 
consults  with  large  employers. 

A  slew  of  litigation  is  expected  to  re- 
solve the  uncertainty  created  by  the 
Supreme  Court  ruling.  The  case  was 
brought  by  Randy  M.  Pech,  the  white 
owner  of  Adarand  Constructors  Inc.,  a 
Colorado  Springs  company.  After  sub- 
mitting the  low  bid  for  subcontracting 
work,  he  lost  to  a  company  designated 
as  disadvantaged  because  of  its  Hispan- 

LEGAL  LIMBO  FOR 
EMPLOYERS 

How  the  Supreme  Court's  ruling  on 
federal  preference  programs  may 
affect  corporate  affirmative  action: 


CONTRACTOR  PECH'S  SUIT  LED  TO  THE  RULING 


PROBABLY  SAFE 


•  Voluntary  hiring  and  promotion 
goals  for  minorities  and  women 

•  Recruiting  on  predominantly 
minority  college  campuses 

•  Advertising  job  openings  in 
publications  targeting  minorities 


AT  RiSKI 


•  Special  deals  with  recruiters  to 
bring  in  only  minorities 

•  Reserving  job  slots  for  minorities 
and  women 

•  Plans  based  on  federal  mandates 
for  aggressive  minority  hiring 

•  Reserving  wireless  phone  spec- 
trum for  women  and  minorities 


ic  ownership.  The  high  court  didn't 
strike  down  the  preference  progi'am  but 
said  that,  like  state  and  local  set-asides, 
it  was  subject  to  "strict  sera  tiny."  The 
plan  could  be  upheld  if  the  government 
proves  it  had  a  compelling  interest,  such 
as  correcting  past  discrimination,  and 
that  the  remedy  was  narrowly  tailored. 
DIRTY  WORK.  Some  cities  and  states 
have  met  that  difficult  standai'd  by  intro- 
ducing race-neutral  progi'ams  targeting 
the  disadvantaged  or  flexible  goals  for 
minority  contracting.  But  studies  that 
prove  past  discrimination  are  expensive. 
For  Uncle  Sam  to  justify  all  of  its  pro- 
grams would  require  an  unprecedented 
number  of  studies  and  discrimination 
findings.  "I  can't  imagine  how  they're 
going  to  do  it,"  says  Gilbert  J.  Gins- 
burg,  a  Washington  contracts  lawyer. 

Advocates  of  affirmative  action  are 
eager  to  tiy.  But  Ralph  C.  Thomas  III, 
head  of  small-business  contracts  at  the 
National  Aeronautics  &  Space  Adminis- 
tration, worries  that  the  effort  could 
strain  relations  with  government  con- 
ti-actors.  To  justify  programs,  "we  have 
to  dig  up  all  the  dirt"  on  companies' 
hiring  practices,  he  says.  If  the  raling 
also  emboldens  more  workers  to  file  re- 
verse-disci-imination  suits,  the  last  phase 
of  the  affii-mative-action  war  could  be  a 
nasty  one.  And  Corporate  America 
could  get  caught  smack  in  the  middle. 

By  Stan  Crock  in  Washiyigton,  with 
Michele  Galen  in  New  York  and 
bureau  repotis 


News:  Analysis  &  Commentary 


SOFTWARE 


OH.  MICROSOFT. 
POOR  MICROSOFT 

even  Howard  Stern  is  on  its  case 


Why 


It  has  been  a  tough  1995  for  Bill  Gates. 
On  June  8,  news  broke  that  the  Jus- 
tice Dept.'s  antitrust  czar,  Anne  K. 
Bingaman,  is  looking  hard  at  Microsoft 
Corp. — again.  Just  days  eai'lier,  IBM  CEO 
Louis  V.  Gei-stner  Jr.  went  on  the  offen- 
sive against  the  softwai'e  developer  by 
masterminding  a  merger  with  Lotus  De- 
velopment Corp.  Heck,  even  radio 
host  Howard  Stem  got  into  the 
act.  "I  think  this  is  a  good 
move  for  ibm,"  the  iiTevei'ent 
shock  jock  sniped  on  his  June 
12  show.  "I  don't  want  that 
guy  Bill  Gates  to  rule  the 
world." 

Whether  the  motivation  is 
fear;  envy,  or  righteous  de- 
sire for  fair  play,  Micro- 
soft is  under  attack.  In 
recent  weeks,  it  has  suf- 
fered a  surprising  series 
of  setbacks  (table).  IBM's 
June  11  Lotus  deal  may 
cause  Microsoft  real  com- 
petitive problems  down 
the  road.  Justice  opposed 
Microsoft's  merger  with 
Intuit  Inc.,  which  would 
have  made  it  a  power- 
house in  personal-finance 
softwai'e.  Microsoft  awaits 
word  on  its  appeal  of  fed- 
eral    Judge  Stanley 


subscribers  per  month  in  its  first  year, 
more  than  double  the  number  if  it  were 
sold  sepai'ately. 

Justice,  meanwhile,  is  widening  its 
probe  and  has  subpoenaed  computer 
makers — including  Compaq,  Apple,  ibm, 
Dell,  and  AST  Reseai'ch — seeking  infoiTna- 
tion  on  Microsoft's  Windows  95  Ucens- 
ing  deals.  One  concern:  a  clause  bai'- 
ring  PC  makers  from  filing 
patent  infringement  suits 
against  Microsoft  or  other  li- 
censees. Steams  Jonathan  B. 
Orlick,  AST's  dii'ector  of  in- 
tellectual property:  "Micro- 


GUNNING  FOR  GATES 


cient  way  to  distribute  the  producl  C] 
notes  the  items  will  be  sold  separa 
The  price  of  Windows  95  doesn't  in(  C 
the  monthly  online  subscription  fee.  ■ 
William  H.  Neukom,  senior  vice-p  gn 
dent  for  law  and  corporate  affau's:  ,  ( 
have  thought  about  this  for  some  p(  r 
of  time  and  feel  oui*  position  is  d(  " 
sible."  And  the  patent  clause  PC  ma 
are  giiping  about?  Microsoft  says 
just  a  way  of  preventing  unneces  * 
litigation  between  licensees. 
BIG  HURRY.  Who  will  prevail  in  the  L 
squabble?  Antitiust  experts  ai"e  spl 
whether  Justice  is  on  solid  legal  grc 
Some  see  the  case  as  hard  to  prove, 
en  that  Microsoft  is  not  yet  even  ii  f*'' 
nascent  online  business.  Says  Willia 
Baxter,  antiti'ust  chief  dming  the  Re  "^^ 
Administration:  "I  find  this  one  a  ■ 
more  troublesome  than  [Justice's] 
actions."  Others,  however,  say  Ju  "'!' 
may  be  looking  more  at  whether 
crosoft  is  leveraging  its  dominant 
shai-e  of  the  operating-system  mai-k(  ""^ 
gain  advantages  in  other  mai'kets.  '* 
Whatever  its  rationale,  Ju  I'l'" 
wants  to  move  quickly.  It 
out  a  fluiTy  of  subpoenj  I'tf 
companies  on  June  5,  l^t* 
ing  for  informatioi  'it 
June  9.  Insiders  ''^^ 
Justice  is  reques  '-'i 
that  the  infonns  t'sl 
come  in  the  fon 
declarations — a  n  li"' 
that  would  mak  i.™ 
easier  to  go  to  c  f?t 
right  away.  Exp  » 
theorize  that  inv  8«f 
gators  want  to  ma  l^b 
decision  before  Mi  w 
soft  launches  the  oi  isft 
sei-vice  in  Windows  i 


Sporkin's  rejection  of  "a   ^^^li¥.{^^'^lP^L^^^^^    "   Siegelman  says  M  iJt 


July,  1994,  consent  decree 
with  Justice — which  was 
widely  considered  a  win 
for  Microsoft. 
FISHING  TRIP.  And  now, 
fedei'al  ti-ustbusters  have 
launched  a  fresh  investi- 
gation into  the  softwai'e 
giant's  new  online  sei^vice, 
Microsoft  Network — with 
the  European  Commis- 
sion mulling  a  probe,  too. 
The  main  concern:  Will  Microsoft  gain 
an  unfair  advantage  if  it  is  allowed  to  in- 
clude access  to  Microsoft  Network  in  its 
Wmdows  95  software,  due  out  Aug.  24? 
Including  the  two  together  would  mean 
any  user  could  subscribe  to  the  network 
with  a  click  of  a  mouse.  Mai'ket  reseaix-h- 
er  Jupiter  (Jommimications  Co.  estimates 
ihf  move  would  let  it  sign  up  200,000 


JUNE  11  Lotus  agrees  to  be  acquired  by  IBM  for  $3.5  billion, 
creating  a  formidable  rival  to  Microsoft  in  the  market  for  software 
that  lets  PC  users  work  together  on  a  network. 

JUNE  S  Word  leaks  that  the  Justice  Dept.  is  again  investigating 
Microsoft.  At  issue:  whether  Microsoft  is  breakmg  antitrust  laws 
by  bundlmg  its  new  online  service  with  the  Windows  95  operating 
system  it  plans  to  introduce  in  August. 


MAY  20  Microsoft  abandons  its  $2.1  billion  merger  with 
after  the  Justice  Dept.  files  suit  blocking  the  deal. 


soft  is  trying  to  set  itself  up  as  the 
worldwide  clearinghouse  of  patents." 

Microsoft  seems  imperlurbed.  "To  us, 
we  r-eally  try  and  view  this  as  a  nui- 
sance more  than  anything  else,"  says 
Russell  Siegelman,  gener-al  manager  for 
online  services.  The  company  contends 
that  including  access  to  Microsoft  Net- 
work in  Windows  95  is  simply  an  effi- 


Intuit 


soft  could  pull  Mien 
Netwoi'k  out  of  Wmd  I' d 
95  if  it  has  to.  but  ha  es, 
contingency  plan  to  d  izu- 
"We're  not  fixated  on 
solution,"  he  says, 
fixated  on  moving  ahi 
But  if  the  feds'  scru 
of  Micr-osoft  contin 
the  company  clearly 
be  forced  to  slow 
moves  into  new  marl 
"There  are  complaints  against  Micrc 
lined  up  as  far  as  you  can  see,"  ! 
Gary  Reback,  an  attorney  who  he 
per-suade  Spor-kin  to  reject  the  conlf|j|' 
decr-ee.  Not  quite.  But  to  Bill  Gates  t 
must  be  days  when  it  seems  that  w 
By  Kathij  Rebel lo,  with  Peter  1 
rows,  in  San  Francisco  and  with  k 
Leivyn  in  Washington 


its  

IFT(WARE)  IN 
IE  HEAD? 

I  isn't  the  only  one  to  pay 
rly  for  a  top  program  maker 

0  fine:  IBM  won.  It  took  just  one 
week  of  relatively  painless  negotia- 
tions. On  June  11,  Chairman  Louis 
erstner  Jr.  cheerfully  announced 
Big  Blue  would  indeed  acquii'e  Lo- 
)evelopment  Corp.  All  it  had  to  do 

I  keep  Lotus  Chairman  Jim  P.  Manzi 
j  s  a  senior  \ice-president — at  least 

lorarily.  And  shell  out  $3.5  billion, 
le  deal  immediately  raised  one  nag- 
question  on  Wall  Street:  What 

1  justify  such  a  lush  valuation?  Af- 
ill,  IBM  will  pay  $64  a  share  for  a 
)any  whose  stock  had  been  stuck 
e  low  30s.  The  price  is  four*  times 
s'  1994  revenues,  and  IBM  will  wiite 
ome  $1.8  billion  in  goodvidll  after  a 
ime  charge. 

M-Lotus  isn't  the  only  software  deal 
ig  eyebrows:  Valuations  in  software 
imergers  have  gone  through  the 
Late  last  year,  database  maker  Sy- 
Inc.  acquired  software  hotshot 
jrsoft  Corp.  in  a  deal  valued  at  $1.3 
n — roughly  seven  times  Powersoft's 
icted  $185  million  in  1995  sales.  On 
25,  Computer  Associates  Intema- 

I I  Inc.  announced  it  would  pay  $1.78 
n,  more  than  three  times  revenues, 
Liegent  Corp.,  a  developer  of  sys- 
1  management  software.  Last  fall, 
osoft  Corp.  tried  to  buy  Intuit  Inc. 
1.5  billion — almost  seven  times  lag- 
revenues.  The  deal  fell  apart — not 
use  the  price  was  too  high,  but  be- 
e  Microsoft  chose  to  avoid  a  pro- 
2d  Justice  Dept.  antitrust  probe. 
Tiat's  going  on?  Chalk  it  up  to  the 
Uy  changing  natui-e  of  the  software 
less.  Once  brimming  with  small  and 
ize  companies,  each  with  a  special- 


GERSTNER  AND  MANZI:  Lotn.^  will  cost  IBM  more  than  10  times  Notes'  revenues 


ty,  the  industry  increasingly  is  domi- 
nated by  big  players — bent  on  getting 
bigger  still.  "What's  clear  is  that  size 
and  scale  are  becoming  critical,"  says 
Bruce  D.  Smith,  a  technology  analyst 
at  Morgan  Stanley  &  Co.  Softwai'e  mak- 
ers are  finding  they  need  a  range  of 
products  to  compete  with  Microsoft  and 
to  provide  the  soup-to-nuts  "solutions" 
customers  prefer. 

With  ambitious  software  makers 
scouring  the  field  for  potential  targets, 
demand  is  driving  up  prices.  Indeed, 
Sybase  shares  jumped  14%  on  June  14, 
to  $28.50,  on  speculation  that  it  had  be- 
come a  target  of  either  IBM,  Sun  Mi- 
crosystems, or  Microsoft.  Such  deals  al- 
low big  playei-s  to  get  new  products  in  a 
huny:  It's  faster  and  easier  to  buy  into 
a  new  technology  than  to  spend  years 
and  huge  sums  of  money  developing 
products.  "It's  not  as  much  about  ac- 
quiring a  revenue  stream  as  gaining 
quick  entry  into  markets,"  says  Jeffrey 
Tarter,  publisher  of  Softletter. 

That  certainly  was  the  case  for  IBM. 
Although  it  sells  $11  billion  worth  of 
software  a  year,  it  has  stnaggled  to  de- 
velop products  for  the  PC  and  cUent/sei-v- 
er  markets.  It  considered  spending  hun- 


LDEN  HANDSHAKES 


Premiums  paid  in  recent  software 
acquisitions,  based  on  targets'  share  prices 


SET 

ACQUIRER 

—SHARE  PRICE- 
BEFORE**  AFTER 

PREMIUM 

DEAL  VALUE 

>TUS 

IBM 

$3L50 

$64.00 

103% 

$3.5  billion 

iGENT 

COMPUTER 
ASSOCIATES 

$27.75 

$47.95 

73% 

$1.8  billion 

TUIT 

MICROSOFT* 

$42.25 

$77.08 

82% 

$1.5  billion 

>WERSOFT 

SYBASE 

$58.00 

$77.40 

33% 

$875  million 

I  days  before  announcement 


*Deal dropped 


DATA  BROADVIEW  ASSOCIATES  LP 


dreds  of  millions  of  dollars  to  develop 
its  own  product  to  compete  with  Lotus' 
Notes  gi'oupwai-e,  say  insider's.  But  such 
a  product  would  have  taken  years  to 
complete — and  IBM  wasn't  even  sure  it 
could  market  the  package  effectively. 

With  the  Lotus  acquisition,  IBM  gained 
the  top  spot  in  the  highly  strategic 
groupwai'e  segment  with  the  stroke  of  a 
pen.  It  also  gained  a  team  of  developers 
with  more  than  a  decade  of  experience 
developing  Notes.  However,  IBM  paid 
more  than  10  times  Notes'  I'evenues.  The 
bet  is  IBM  can  sell  more  of  Notes  than 
Lotus  would  have  on  its  own — and  that 
will  drive  the  sale  of  all  sorts  of  soft- 
ware, sei-vices,  and  even  computers. 
STRATEGIC  VALUE.  Ultimately,  IBM's  stock 
recovered  fi'om  the  initial  liit  it  took  after 
news  of  the  deal.  Not  all  the  recent  deals 
have  been  as  well  received,  though.  An- 
alysts say  Sybase  overpaid  for  Powersoft, 
a  maker  of  development  "tools."  And 
Charles  H.  Fedennan,  chainnan  of  in- 
vestment bankers  Broadview  Associates, 
chai-actei-izes  ca's  buyout  of  Legent  as 
simply  "taking  a  competitor  out."  Charles 
B.  Wang,  ca's  chief  executive,  says  Le- 
gent speeds  up  his  move  into  distributed 
computing.  "It's  a  fan-  price,"  he  says. 

What  determines  "fair"  value?  It 
comes  down  to  what  is  str-ategic.  Micro- 
soft, for  example,  dominates  in  crucial 
desktop  oper-ating  systems  and  office  ap- 
plications "suites,"  and  its  market  value 
is  a  massive  $50  billion — 10  times  reve- 
nues. Novell  Inc.,  the  .$2  biUion  leader  in 
network  ojier-ating  systems,  has  a  mar-ket 
cap  of  $7  billion.  In  str-ategic  deals,  con- 
ventional valuations  may  be  meaning- 
less— and  IBM's  entry  into  gr-oupware 
with.  Lotus  just  may  qualify.  "If  ibm  is 
successftil  in  driving  Notes  to  dominance, 
then  they  stole  the  company,"  says  Mor- 
gan Stanley's  Smith.  $i5  billion  may  be  a 
bargain  after  all. 

By  Amy  CoHese  in  New  York 


News:  Analysis  &  Commentary 


CONSULTING 


MEMO  TO  GEMINI: 
READ  THIS  BOOK 

Has  the  consultant  ignored  its  own  advice? 


In  two  frenetic  weeks  this  spring, 
Gemini  Consulting  Co-Chairman 
James  N.  Kelly  whipped  through 
eight  U.  S.  cities  promoting  his  new 
book,  Tfansforrning  the  Organization. 
The  consultant  addressed  dozens  of  at- 
tentive audiences  on  his  specialty:  How 
to  ram  a  company  more  effectively. 

Before  taking  Kelly  and  his  co-au- 
thor, Gemini  Senior  Vice-President 
Francis  Gouillart,  up  on  their  counsel, 
though,  I'eaders  might  be  wise  to  ex- 
amine Gemini  itself.  According  to  high- 
ranking  insiders,  recent  internal  com- 
pany projections  say  1995  global 
revenues  for  the  Monistown  (N.J.)  fti-m 
could  fall  by  as  much  as  $100  miUion  in 
1995,  from  last  yeai-'s  $551  million.  After 
earning  roughly  $40  million  before  bo- 
nuses and  taxes  in  1994,  the  sources 
say,  Gemini  could  lose  upwards  of  $25 
million  this  year. 

CLEAR  OUT.  Now,  there  are  growing 
signs  of  management  turmoil  at  Gemini. 
In  mid-May,  amid  rising  tensions  be- 
tween Gemini  and  Sogeti,  its  Paris- 
based  parent,  David  Teiger,  Gemini's 
popular  former  CEO  and  chaimian  and 
the  driving  force  behind  the  firm's  re- 
markable eai'lier  success,  was  given  less 
than  a  week  to  clear  out  his  office,  say 
many  insiders.  Meanwhile,  with  scores 
of  Gemini's  U.  S.-based  professionals  sit- 
ting idle,  Kelly  laid  off  S%  of  Gemini's 


1,700  consultants  soon 
after  returning  from 
his  book  tour. 

Kelly  dismisses  the 
tiuTnoil  as  a  "minor  blip 
in  the  journey  of  oiu-  in-  f  m 
stitution."  Gemini  Chief 
Operating  Officer  William 
Wallace  insists  that  1995 
revenues  will  be  "flat" 
rather  than  down.  (He  re- 
fuses to  discuss  earnings.) 
But  intei-views  with  more 
than  a  dozen  former  and 
current  Gemini  consultants 
paint  a  picture  of  an  unhappy 
young  company  that  has  made  many  of 
the  basic  managerial  mistakes  its  consul- 
tants are  paid  to  help  corjDorate  leaders 
avoid:  It  expanded  too  quickly  and  too 
much  in  the  mid-1990s  and  badly  mis- 
judged its  core  market. 

Originally  fonned  by  Sogeti  from  two 
companies  four  years  ago,  Gemini  is 
now  the  world's  fifth-largest  consultant, 
with  consulting  revenues  topping  those 
of  better-known  rivals  such  as  Boston 
Consulting  Group  and  Bain  &  Co.,  ac- 
cording to  Gartner  Group,  a  Stamford 
(Conn.)  research  outfit. 

At  fii'st,  Gemini  could  do  no  wrong. 
Winning  clients  such  as  Union  Carbide, 
Monsanto,  and  DuPont  in  the  early 
1990s  earned  it  a  reputation  as  a  world- 


Practice 
What  You 
Preach... 

Gemini's  "Four  Rs" 
of  Business 
Transformation, 
as  outlined  in 
.TranHfonning  the 
Trganization  % 


WHAT  GEMINI  SAYS 

"Reframing  opens  the 
corporate  mind  and  infuses  it 
with  new  visions  and  a  new 
resolve." 

"Restructuring  is  a  girding  of 
the  corporate  loins,  getting  the 
company  to  achieve  a  competi- 
tive level  of  performance." 

"Revitalization  is  about  igniting  growth 
by  linking  the  corporate  body  to  the 
environment." 


class  reengineering  firm.  As  global ' 
enues  grew  88%  from  1991  to  199^ : 
consulting  staff  nearly  doubled. 
Over  the  past  year  or  so,  how^e 
Gemini  has  nin  into  : 
ous  problems  attrac 
new  American  clii 
U.S.  revenues  wer* 
sUghtly,  to  $260  milli< 
1994 — and  many  insi 
say  they're  expecte 
fall  shai'ply  this  year, 
lace  denies  that,  and  1; 
ly  blames  the  markel 
Gemini's  slowdown:  ' 
U.S.  became  overcrov 
with  consultants,  pote 
clients  began  to  deal  . 
change  issues  in-house, 
pricing  became  veiy  agj 
sive." 

But  Gemini  is  viit 
alone  in  this 
"There's  been  absol 
no  slowdown  in  the  ret 
neering,  business-trani| 
mation,  change-man 
ment,  or  whatever-you- 
to-call-it  market,"  says  James  Cha: 
chairman  of  consultant  esc  Index, 
ner  Group  predicts  that  the  reeni 
ing  market  will  more  than  doubl 
$8.7  billion,  by  1999. 

The  real  problem;  Insiders  and 
mer  consultants  say  that  Gemini  h; 
differentiated  itself  from  its  comjt 
tors.  Although  it  has  successfully  he* 
clients  cut  costs,  the  fu-m  has  strug 
to  move  beyond  that  niche.  Expl 
one  former  staffer:  "You  can't 
weight  forever."  Current  and  for 
officials  say  that  under  Chief  Ex 
five  Daniel  J.  Valentino,  Gemini 
failed  to  convince  potential  clients 

WHAT  GEMINI  DID 


CEO  VALENTINO  AND 
CO-CHAIRMAN  KELLY: 
A  "MINOR  BLIP"? 


Gemini's  failure  to  develop  a 
viable  strategy  to  attract  new 
clients  is  causing  earnings  and 
revenues  to  fall. 

Despite  booming  demand  for 
reengineering  advice,  Gemini's 
billings  tailed  off,  and  competi- 
tors grabbed  large  contracts. 

Gemini's  strategists  failed  to  convince 
potential  clients  that  the  firm  could  help 
boost  their  revenues. 


"Renewal  deals  with  the  people  side  of  the 
transformation,  and  with  the  spirit  of  the 
company.  It  is  about  investing  individuals 
with  new  skills  and  new  purposes,  thus 
allowing  the  company  to  regenerate  itself." 


As  morale  sank  because  of  declining 
revenues — and  fears  that  bonuses  would 
fall — management  was  unable  to  stop 
defections.  As  problems  deepened,  Gemini 
abruptly  cut  8%  of  its  consulting  staff. 


Decision 


"Our  research  is 


designed  to  improve 
the  chances  of 
cHents  who  leave 
little  to  chance." 


If  you  want  high  quality  investment 
performance,  you  need  high 
quality  information.  Few  firms 
support  their  clients  with  more  hard 
fact  and  analytical  firepower  than 
J. P.  Morgan.  You  get  rigorous 
economic,  industry,  and  company 
analysis  from  such  publications  as 
Global  Markets,  Global  Data  Watch, 
Emerging  Markets  Outlook,  and 
Portfolio  Manager's  Summary. 
You  get  the  tools  to  assess  the 
value  at  risk  in  your  portfolio  with 
RiskMetrics™,  a  fully  transparent 
measurement  system.  You  get 
authoritative  performance  bench- 
marks and  trend  indicators 
from  our  mortgage,  commodity, 
currency,  government  bond, 
and  emerging  markets  indices. 
You  get  views  based  on  economic 
fundamentals,  not  short-lived 
fashions.  So  if  you  prefer  to 
rely  on  fact  rather  than  fortune, 
you'll  find  that  our  research 
provides  a  decided  advantage. 


J.R  Morgan  research  and  indices  can  be  found  on  the 
Internet  at  http://www  jpmorgan  com.  on  CompuServe® 
at  JP  Morgan  Forum,  and  on  Bloomberg,  Knight-Ridder, 
Reuters,  Telerate,  First  Call,  and  First  Call  Direct. 


organ  research  managers,  New  York 


JP  Morgan 
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it  can  implement  growth  strategies. 

Certainly,  Valentino  has  tried.  Gemini 
has  repositioned  itself  not  just  as  a  cost- 
oriented  reengineering  firm  but  as  a 
"business  transformation"  expert.  But 
the  shift  hasn't  caught  on.  Notes  a  cur- 
rent Gemini  officer:  "You  don't  hear  a 
lot  of  clients  say,  'Whew,  I  need  to  be 
transfonned.' " 

Valentino  and  Wallace  heatedly  deny 
those  chai'ges.  Gemini  is  "actually  win- 
ning in  the  marketplace,  since  it  can  hit 


firms  with  both  cost-cutting  and 
gi-owth,"  says  Wallace.  But  potential  cli- 
ents aren't  convinced.  One  major  oil  re- 
finer that  recently  entertained  pr'oposals 
for  a  $1  million-plus  consulting  pr-oject 
ter-med  Gemini's  bid,  "r-igid,  e.xpensivfe, 
and  unoriginal." 

Teiger-'s  hasty  deparlur-e — he  passed 
the  CEO's  title  to  Valentino  in  1992 — 
has  done  little  to  help  morale.  Sogeti 
Vice-Chairman  Michel  Jalabert  denies 
that  Teiger — who  remains  chair-man 


emer-itus — was  forced  out.  Meanw 
curr'ent  and  former  partners  say 
executive  Robert  M.  Howe,  who  ci 
ed  Big  Blue's  consulting  busines 
among  those  Valentino  wants  to 
to  bring  new  ideas  to  Gemini.  \' 
irony:  a  consulting  firm— helpful 
sider  to  companies  in  tr-ouble — 
must  find  an  outsider  to  get  it 
on  track. 

By  Willy  Stern  in  New  York, 
Gail  Edmondson  in  Pans 


TRADE 


BUY  OUR  CAR  SEATS,  JAPAN, 
OR  irS  WAR 

The  real  beef  is  over  auto  parts,  but  suppliers  lack  solidarity 


For  weeks,  Japa- 
nese and  Ameri- 
can officials  have 
been  exchanging  fight - 
in'  words  in  their 
trade  spat  over  autos. 
Now,  unless  negotia- 
tors unexpected!  \ 
patch  together  a  dt-al 
in  a  last-ditch  rmmd  "t 
talks  in  Geneva  on 
June  22  and  23,  Wasii- 
ington  will  impose 
stinging  tariffs  on  IM 
Japanese  luxury  mod- 
els in  late  June.  Japa 
nese  carmaker-s  and 
their  U.  S.  dealers — 
facing  layoffs  and  possibly  billions  in 
lost  sales — are  fuming.  But  the  fire- 
wor'ks  obscuT'e  the  core  issue  in  the  dis- 
pute. Says  Economic  Strategy  Institute 
Pr-esident  Clyde  V.  Pr-estowitz  Jr-.:  "This 
is  really  a  parts  issue,  not  a  car  issue." 

That's  right:  The  U.  S.  is  about  to  en- 
ter a  trade  war  over  car  seats  and 
shock  absor-ber's.  Moreover,  U.  S.  parts 
maker-s,  predictably,  are  divided  about 
the  wisdom  of  the  government's  tactic. 
Some,  like  Sean  Tr-aynor,  ceo  of  Gar-den 
State  Tanning  Inc.  in  King  of  Pr-ussia, 
Pa.,  say  they  would  rather  the  U.  S. 
stayed  out  of  their-  business.  The  compa- 
ny laid  off  650  workers  when  Toyota 
Motor's. Lexus  division,  citing  the  loom- 
ing tariffs,  canceled  its  leather  uphol- 
sL-:»v  contracts.  Other  suppliers  ajjplaud 
(  ■■!.;; ',c''s  stance,  sirguing  that  in  the  long 
)■(!?!  ii  '\\  mean  more  business.  "I  think 
the  U  ::,  gover-nment  is  doing  the  right 
thing,'  .  ;tys  Borg  War-ner  Automotive 
inc.  Chi-,  f  Executive  John  F.  Fiedler. 
Whv     p  auto  parts  the  central  is- 


sue?  The  Clinton  Administration  knows 
it  can  do  little  to  ensiu-e  liigher-  U.S.  car- 
sales  in  Japan  until  the  Big  Thr-ee  pro- 
duce more  of  the  right-hand-drive  mod- 
els that  sell  there.  But  that  doesn't  ap- 
ply to  U.  S.  par-ts.  Even  though  U.  S. 
companies  build  plenty 
of  components  that  easi- 
ly could  be  used  in  Japa- 
nese cars,  U.  S.  imports 
account  for  less  than  2% 
of  Japan's  $107  billion 
parts  market  for  new 
cars  and  only  slightly 
mor-e  of  its  $23.3  billion 
after-market.  Especially 
given  the  dollar-'s  fall  vs. 
the  yen,  says  Kaiser 
Aluminum  &  Chemical 
Vice-President  Robert 
E.  Cole,  "we  ought  to  be 
getting  mor-e  business 
than  we  are." 

The  Administr-ation 
could  get  a  quick  win  by 
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SMALL  CHANGE? 

Japanese  companies  are 
boosting  purchases  of  U.S 
parts,  ttiough  mainly  for 
use  in  U.S.  plants 

JAPANESE  PURCHASES 
OF  U.S.  AUTO 
EXPORTS 
TO  JAPAN  OF 
U.S.  PARTS 


0 
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BILLIONS  OF  DOLURS 


DATA:  JAPAN  AUTOMOBILE  MANUFACTURERS  ASSN.; 
MINISTRY  Of  INTERNATIONAL  TRADE  AND  INDUSTRY 


for-cing  open  the  Japanese  iifterma 
The  target:  complicated  regnlat 
hatched  by  the  Tr-ansport  Ministry 
for-ce  consumer-s  to  use  parts  mam 
tiu-ed  by  Japanese  companies.  Ten 
Automotive  figiu-es  such  rules  hav( 
duced  its  sales  of  Monroe  shock  ahi 
ers  by  $135  million  over  the  past  de(  |f 
Indeed,  despite  30  years  of  effort,  ]  *. 
r-oe's  share  of  the  Japanese  afterma 
r-emains  stuck  at  5%,  compar-ed  with 
in  Thailand,  a  mar-ket  it  entered  in 
TARGET  MET.  The  Japanese  argue 
Americans  ar-e  simply  greedy.  Aftei 
back  in  1992,  Washington  extracti 
commitment  from  Japanese  carma 
to  nearly  double  their  purchase 
U.S.  parts,  to  $19  billion,  by  Mj 
1995,  a  target  both  sides  agr-ee 
hit  (chart).  But  Japanese  import 
U.  S.  parts  have  stayed  low,  w 
Japan's  parts  exports  to  the  U.  S.  | 
16%  in  1994,  to  $14.3  biUion,  des 
the  high-flying  yen 
just  doesn't  make 
sense,"  gripes  a  se 
U.  S.  parts  executii 
Not  all  U.S.  su; 
ers  are  so  critical  of  Japan.  "We're 
ting  more  opportunities  on  some  J 
nese  vehicles,"  says  Mar-vin  L. 
executive  vice-president  in  charg 
GenCorp  Inc.'s  automotive  oper-at 
who  opposes  sanctions.  Many  supp 
argue  that  the  high 
eventually  will 
Japanese  companie 
start  buying  more  I 
made  par*ts  for 
U.  S.  factories.  But 
short  of  a  trade 
that  spirals  out  of 
trol,  most  only  se< 
upside  to  the  Adm 
tration's  hard-line 
tics.  Giving  Japa 
strong  nudge,  they 
ure,  can't  hurt. 

By  Kevin  Kelh 
Chicago,  with  Zaci 
Schiller  in  Clevei 
and  Edith  Updih 
Tokyo 


MADE  WHERE? 

( 'al iforuiai/s 
ivorking  on 
Toyota  fm  me  s 
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male  bowerbird  selects  feathers,  flowers  and  other  small  objects  In  its  favorite  colors  to  set  an  attractive  stage  for  its  courtship. 


What  could  be  more  natural  than  making  a  concerted  effort  to  appeal  to  those  we'd  like 
to  win  over?  For  the  bowerbird  in  search  of  a  mate,  it's  a  simple  law  of  nature.  A  law  that's 
just  as  applicable  when  it  comes  to  launching  and  marketing  new  products. 

A  bird's  eye  view 
of  trend-spotting  at  Schott-Zwiesel 


When  designing  new  glassware  at  Schott-Zwiesel,  we  analyze  all  the  latest  international 
trends.  But  even  more  importantly,  we  work  in  close  cooperation  with  the  people  who 
know  consumers  best  -  our  partners  in  distribution  and  sales.  By  exchanging  ideas  and 
-i- 1  know-how,  we  develop  tomorrow's  best-sellers,  along  with  new 

concepts  for  decoration,  packaging  and  display.  It's  part  of  our 
corporate  culture  to  help  our  partners  market  promising 
new  products  even  more  effectively.  If  you'd  like  to  know 
more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  BW  2,  3  Odell  Plaza,  Yonkers  NY  10701. 
Maintaining  our  position  as  a  leader  in  special  glass  is  not 
enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 
finding    ways    to    take    our    customers  further. 


Analyzing  market  trends 
at  Sctiott-Zwiesel.  We  work 
closely  with  our  partners 
in  distribution  and  sales  to 
develop  tomorrow's  exciting 
new  product  lines.  Shown  here 
is  the  "Eclair"  stemware  line 
designed  by  Schotl-Zwiesel. 


ra  SCHOTT 

Total   Customer  Care 


News:  Anialysis  &  Commentary 


SCIENCE 


DARWINISM 

AND  THE  INTERNET 

Why  scientific  journals  could  go  the  way  of  the  pterodactyl 

Stevan  Hamad  does 
not  look  like  a  revo- 
lutionary. But  this 
distinguished  researcher 
and  director  of  the  cog- 
nitive sciences  center  at 
Britain's  University  of 
Southampton  admits  he's 
urging  the  virtual  over- 
throw of  one  of  science's 
most  cherished  institu- 
tions: print  journals. 
With  Internet  usage  ex- 
ploding, Harnad  and  a 
growing  legion  of  scien- 
tists say  the  venerable 
scientific  journals  are 
just  too  slow.  They  are 
urging  scientists  to  post 
reseai'ch  papere  electron- 
ically first,  and  only  then 
submit  them  to  journals. 

It's  a  radical  notion  that  is  being  ad- 
vanced at  conferences  and,  of  course, 
on  the  Net.  If  it  succeeds,  it  could  dra- 
matically change — and  perhaps  weak- 
en— the  traditional  process  by  which 
refereed  periodicals  vet  research  and 
shape  entire  fields  of  science. 
ON  GUARD.  Not  suiprisingly,  the  publica- 
tions already  are  pulling  up  the  draw- 
bridge. On  June  22,  an  editoiial  in  the 
New  Englattd  Journal  of  Medicine  will 
lay  out  its  stance,  nejm  will  "apply  the 
same  rules  to  Internet  that  apply  to 
publishing  anywhere  else,"  says  editor 
Jerome  P.  Kassii-er.  Translation:  It  won't 
con.sider  articles  previously  published, 
including  on  the  Internet. 

This  is  no  small  dispute.  The  develop- 
ment of  electronic  publishing  is  rocking 
the  $4  billion  technical  publications  in- 
dustry, which  includes  roughly  50,000 
peer-reviewed  serials.  Journals  want  to 
retain  their  prestige  and  fi'anchises,  yet 
economics — and  agitation  by  scientists — 
are  pushing  them  toward  electronic  for- 
mats. "Costs  are  up,  postage  is  up,  and 
ad  revenues  are  down,"  notes  Lariy  E. 
.Joyce,  president  of  publishing  and  mul- 
'  iiaedia  for  the  American  Medical  Assn. 
"  Vou  CL-m't  grow  enough  new  revenue 
soiii.'ce.-.  We've  got  to  look  at  electronics 
Hf-  ihi?  ii'ture." 

Tliejt  already  are  150  online-only  sci- 
'.'niifie  iounials,  and  dozens  of  publica- 


HOW  ONE  WEB  SITE 
IS  BEING  MOBBED 


150 


120 


NUMBER  OF  "VISITS"  TO 
ONE  PHYSICS  RESEARCH 
SITE  AT  STANFORD 
UNIVERSITY 


MAY  '95 

am  STANFORD  LINEAR  ACCELERATOR  CENTER 

tions  now  exist  in  both  print  and  elec- 
tronic foiTOs.  In  the  coming  weeks,  some 
of  the  nation's  best-known  journals  are 
going  electronic.  On  June  23,  Science 
will  post  its  fh'st  Web  page,  offering  a 
table  of  contents  to  the  cuiTent  issue,  an 
editorial,  and  a  discussion  foium  for  sci- 
entists. Later,  it  hopes  to  add  other  fea- 
tures not  found  in  the  magazine.  By 
Augxist,  the  Jotimal  of  the  American 
Medical  Assn.  will  electronically  pub- 
lish abstracts  of  cm-rent  articles  and  ar-- 
chived  back  issues.  Britain's  Royal  Soci- 
ety of  Chemistry  is  developing  an 
electronic  journal  that  will  let  readers 
rotate  three-dimensional  graphics  of 
molecules  on  their  computer  sci-eens — a 
valuable  tool  for  chemists  and  biologists. 


But  the  trend  that's  raising  hack] 
the  spread  of  "prepi-int"  Internet  s 
ers — there  ai-e  about  70  up  so  far- 
fering  scientific  papers  that  have 
yet  been  foiTnally  published.  Pione 
by  physicists,  the  preprints'  speedy 
semination  of  ideas  is  being  adopte 
scientists  in  other  fields.  Patricia  Ki 
a  libraiian  at  the  Stanford  Lineai'  A 
erator  Center  (slac)  in  Palo  Alto,  C 
says  "the  influence  o: 
Web  on  the  physics  i 
munity  has  been 
nomenal,"  decrea 
travel  and  increa 
collaboration.  Mon 
"hits,"  or  requests 
SLAC  preprint  data 
physicists,  have  gr 
about  sixfold  since 
(chart). 

BUM  STEERS.  What 
ries  some  scientist 
the  potential  for  the 
lication  of  flawed 
search  if  the  vetting 
cess  used  by  the  jom 
is  bypassed.  Nobel 
reate  and  Rockeft 
Kni  versify  genet: 
Joshua  Lederberg 
tinely  posts  works 
progi'ess  on  his  own 
page,  but  he  wor 
that  no-holds-baired 
pubUsliing  could  resu 
"low  credibility,  ins 
regurgitation."  Jour 
such  as  Science  and  nejm  have  int( 
and  sometimes  protracted  vetting  pr 
dures  that  reject  90%  of  the  arti 
submitted.  Losing  such  procedui-es 
not  be  so  bad  in  some  disciphnes- 
erroi-  in  a  physics  string  theory 
eventually  be  found  and  coirected. 
in  medicine,  wide  and  rapid  dissem 
tion  of  bad  advice  could  literally 
deadly. 

Still,  scientists  such  as  Los  Ala 
physicist  Paul  Ginsparg  contend 
peer  review  can  be  just  as  rigorous 
unbiased — and  far  more  efficient — w 
done  electi'onically.  Indeed,  Har-nad';- 
view,  Psycoloquy,  is  both  electronic  ; 
refereed.  And  many  editors  of  tri 
tional  journals  admit  they'll  have 
adapt.  'We've  only  begun  to  scratch 
surface  of  how  much  more  effecti'l 
we  can  communicate,"  says  FloydE 
Bloom,  editor  of  Science.  The  way  sc" 
tific  use  of  the  Net  is  gTowing,  he 
other  journal  editors  will  soon  i 
themselves  scratching  pretty  hard. 

By  Joan  O'C.  Hamilton  in  . 
Francisco,  with  Heidi  Dawley 
London 
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and  other 
scientists 
say  journals 
are  too  slow 
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IknewMultiPASSlOOOisthe 


sk   niost  inportant  pieces  of 
office  quipment  next  to  your  PC. 
Dlfs  a  laser-quality  printer  Bffs  a 
plain  paper  foe  B  If  s  a  PC  foe 
illfs  a  scanner  Ifs  a  copier  Ifs 
a  full-featured  telephone.  Plus  it 
includes  easy-to-use^  MultiPASS 
Desktop  Mana^ft)r  Windows" 
softwaiistorunit  everything 
you  need  next  to  your  PC . 

Everything. 


MultiPASS  1000 


Call  1-800 -4321-HOP 

e  1 99'i  I  iron  U.S.A.,  Inc.  MultiPASS  is  i  trademark  of  Qnon  Inc. 
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INTRODUCING 
THE  ENERGY  MXV4 
WITH  RADIAL  XSE 
TECHNOLOGY. 

)ur  new  Energy  MXV4  luxury 
performance  touring  tire  is 
the  first  application  of 
Radial  XSE  Technology— our 
name  for  a  whole  set  of 
\ichelin  breakthroughs  in  tire 
making.  What  do  these 
breakthroughs  mean  to  you? 
Better  tires.  So  much  better, 
it's  as  if  we'd  rewritten  the 
3sic  principles  of  tire-making 
science.  (Which  we  have.) 


BUT  THERE'S  MORE 
TO  IT  THAN  THAT. 
LIKE  PERFORMANCE. 
HANDLING.  COMFORT. 

The  advances  in  the  Energy 
MXV4  tire  go  even  beyond 
lial  XSE  Technology.  You  see, 
in  addition  to  being  a  rolling 
monstration  of  this  important 
^akthrough,  we  also  wanted 
the  Energy  MXV4  to  offer 
outstanding  performance, 
dling  and  comfort.  So  we've 
given  it  a  rounded  crown 
to  optimize  steering  precision 
and  forgiveness.  Plus  our 
lusive  Bead  Tension  Structure" 
which  promotes  crisp 
steering  response  without 
sacrificing  comfort. 


DRAMATICALLY 
IMPROVED  TRACTION 
IN  RAIN  AND  SNOW. 
INCREASED  FUEL 
EFFICIENCY.  SAME 
AMAZING  TREAD  LIFE. 

Radial  XSE  Technology's 
advances  in  compounding  and 
casing  design  help  us  create 
tires  with  combinations  of  char- 
acteristics that  you  just  couldn't 
get  otherwise.  For  example,  in 
the  Energy  MXV4,  they  produce 
great  traction  in  rain  and  snow. 
And  lower  rolling  resistance 
for  better  fuel  efficiency.  And 
the  long  tread  life  you've  come  to 
expect  from  Michelin. 


TIRES  THAT  KEEP  UP 
WITH  THE  BEST  CARS  IN 
THE  WORLD. 

Acura.  BMW.  Mercedes-Benz. 
Chrysler.  Dodge.  Honda. 
Lincoln.  Mitsubishi.  All  of  these 
great  carmakers  have  chosen 
the  Energy  MXV4  for  their 
advanced  luxury  performance 
touring  cars.  Which  strongly 
suggests  that  it's  equally  perfect 
for  yours.  The  Energy  " MXV4'" 
radial.  The  latest  breakthrough 
from  the  technological  wizards 
at  Michelin. 


MICHELIN 
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RUBIN'S  NEW  RIGHT  ARM 


CARVING  in 
INTO  THREE  SLICES 

THE  DEAL  WASN'T  A  COMPLETE 

surprise:  itt's  breakup  had 
been  I'umored  for  at  least  a 
year.  On  June  13,  though,  itt 
finally  announced  the  plan. 
The  conglomerate  will  be 
split  into  three  publicly 
owned  companies  later  this 
year.  CEO  Rand  Araskog  will 
head  the  new  itt  Corp. — 
which  will  house  Sheraton  ho- 
tels, Caesars  World  casinos, 
and  the  information  services 
businesses.  What's  left:  itt 
Hartford,  the  insurance  busi- 
ness, and  itt  Industries, 
which  will  mclude  automotive, 
defense,  electi'onics,  and  fluid 
technologies  opei'ations.  "The 
big  winners  are  the  share- 
holders, the  bondholders,  and 
the  employees,"  says  CFG 


CLOSING  BELL 


CORN  SOUP 

Missouri  farmer  Roger  Stock 
usually  cheers  a  rise  in  corn 
prices.  But  tfiis  year,  floods 
swamped  his  1,200-acre 
farm.  He  has  plenty  of  soggy 
company:  On  June  12,  the  Ag- 
riculture Dept.  cut  its  corn- 
production  estimate  by  8%, 
to  7.9  billion  bushels.  The 
forecast  sent  December  corn 
futures  up  2%,  to  $2.85  a 
bushel;  they  were  $2.62  a 
month  ago.  That's  good  news 
for  farmers  in  states  that  es- 
caped the  rams.  Notes  Stock: 
"I  guess  they  can  go  buy 
themselves  a  new  pickup." 


CORN  FUTURES, 
DECEMBER  EXPIRATION 

PRICE  PER  BUSHEL 
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Robert  Bowman.  In  fact,  itt 
shares  jumped  8%. 

MESA  S  GAS  FIELD 
GOES  BEGGING 

BOONE   PICKENS'   MESA  HAS 

$1.2  billion  of  debt  clogging 
up  its  books.  It  also  has  its 
rich  Hugoton  gas  field  in 
Kansas.  Solution:  Sell  the 
field,  settle  the  debt.  Prob- 
lem: No  one  will  pay  what 
Pickens  wants.  On  June  12, 
Mesa  announced  it  had  re- 
ceived no  acceptable  offers; 
the  highest  was  $750  million. 
Now,  the  company  may  divvy 
the  property  up  to  attract 
smaller  buyers.  It's  also  re- 
viewing "other  financing  al- 
ternatives," such  as  debt  re- 
stnicturing.  Mesa  has  enough 
cash  to  make  debt  payments 
of  more  than  $210  million 
during  the  next  year,  but  the 
squeeze  looms  in  1998,  when 
$654  million  is  due. 

GRACE  SLOUGHS  OFF 
ITS  MEDICAL  UNIT 

CONSTANTINE  HAMPERS  LOST 

out  again.  W.  R.  Grace  opted 
on  June  14  to  spin  off  Na- 
tional Medical  Care,  its  kid- 
ney-dialysis and  home-health- 
care subsidiary.  In  so  doing, 
it  spui'ned  a  $3.5  billion  buy- 
out proposal  by  Hampers, 
NMC's  chaiiTnan,  who  already 
lost  a  bid  to  head  Grace  it- 
self. The  company  also 
passed  over  an  offer  from  ri- 
val Vivra.  Instead,  nmc  will 
pay  Grace  a  $1.4  billion  divi- 
dend, which  Grace  will  use 
to  pay  down  debt.  Hampers 
and  NMC  management  are  ex- 
pected to  remain  at  the  new 
company:  They  got  stock  op- 
tions worth  6.6%  of  NMc's 
shai-es. 


A  DREAM  DEAL 
FOR  BRONFMAN 

GIVE  EDGAR  BRONFMAN  .JR. 
credit  for  getting  back  on  the 
horse.  Just  days  after  faihng 


At  MIT  and  then  Harvard, 
Lawi'ence  Summers,  40, 
was  knowii  for  the  scope  of 
his  economic  work:  unem- 
ployment, taxation, 
and  the  efficiency  ^^H| 
of  financial  mar-  ^^|B 
kets.  Now,  Sum-  ^^^^K 
mers  is  getting  «|f^^^B 
a  policy  job  to  V^^^t 
match.  '^^Ht 
On  June  13,  ^Kf^ 
Summers  was  ^^^i 
nominated  to  i-eplace 
retiring  Deputy  Tr*easmy 
Secretai-y  Frank  Newman. 
In  most  Cabinet  depart- 
ments, the  No.  2  person 
iims  the  bui'eaucracy.  That's 
not  Summers'  plan.  He  in- 
tends to  hang  on  to  much  of 
his  former  portfolio  as  Ti-ea- 
suiy's  top  international  rep- 
resentative. With  his  new 
job,  he'll  also  be  involved  in 


to  land  superagent  Michael 
Ovitz  to  head  Seagram's  new 
MCA  entertainment  unit,  CEO 
Bronfman  and  DreamWorks 
SKG  studio  signed  a  deal 
Bronfman  estimates  could  be 
worth  $1  billion  during  the 
next  decade,  mca  gets  a  half- 
interest  in  two  I'ecor'd  labels 
being  created  by  Dream- 
Works' David  Geffen  and  the 
overseas  and  video  distribu- 
tion rights  to  films  made  by 
the  studio's  Steven  Spielberg 
and  Jeffrey  Katzenberg.  MCA 
also  will  pay  $54  million  for 
2%  of  DreamWorks. 


BANKERS  TRUST 
TAKES  ITS  LUMPS 

NOTHING  LIKE  KICKING  A 
bank  when  it's  down.  Two 
months  after  Bankers  Trust 
New  York  reported  a  $157 
million  first-quarter  loss, 
Moody's  Investors  Service 
announced  it  was  lowering 
its  rating  one  notch.  The 
company's   shares   fell  as 


budget,  tax,  and  financial 
policy — all  familiar  fr'om  his 
pre- Washington  life. 

Back  then.  Summers 
called  for  boosting 
savings  and  creat 
^Sl     ing  incentives  fo 
I      private  invest- 
Wk      ^       ment.  Now,  hel 
have  to  be  mor 
BP"    —  circumspect: 
P"*  ^'^r   Such  favorite  no- 
W  tions  as  a  tax  cred 
it  for  capital  invest- 
ments won't  fare  well  in  a 
White  House  hell-bent  on 
reelection.  But  Summers  is 
tight  with  Ti'easury  Secre- 
tary Robeit  Rubin,  and  his 
intei-est  in  the  economic  as- 
pects of  social  issues  chimeijj 
with  Rubin's  strong  social  I 
conscience.  Watch  for  Sum-l 
mers  to  spread  his  wings.  | 
By  Mike  McNawA 


much  as  VA  on  news  of  t 
cut,  its  second  this  ye 
Moody's  delayed  the  acti 
to  analyze  the  bank's  pro; 
ability,  says  Managing  Din 
tor  Christopher  Mahoni 
The  conclusion:  While  oi 
time  events  such  as  unfavi 
able  ti'ading  markets  wen 
major  cause  of  the  loss,  w( 
publicized  client  departui! 
and  lawsuits  related  to  Bai 
ers  Ti-ust  derivatives  ha 
hurt  them,  too.  "There  h 
been  some  franchise  da: 
age,"  Mahoney  says. 

ETCETERA... 

■  Boeing  won  orders  for 
new  "stretch"  777  jets,  woi  j, 
a  total  of  $3.1  billion. 

m  Sun,  the  oil  company,  w 
cut  its  dividend  44%,  b  .^^ 
back  stock,  and  restructui 
B  Director  Richard  Braddo  i 
will  make  $3  million  over  t^  p, 
years  for  consulting  to  Loti 

■  Cor  Therapeutics'  Integijit: 
lin  heart  drug  failed  a  kl 
test.  Its  stock  tanked.      '  ' 


Du're  like  most  IS  gurus,  you 
jably  have  enough  headaches 
eal  with  in  the  course  of  your 
Which  is  precisely  why  we  offer 
PC  Server  720^  With  it,  you  get 
rtless  1-6  way  SIVIR  Just  open, 
snap  and  you're  ready  to  roll. 


1-6  Wdv  SMP 
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FOR  DETAILS  ON  PC  SERVERS,  CALL  1  800  772-2227' 


Offering  you  the  kind  of  upgrading 
experience  that  might  better  be 
described  as  child's  play.  The  PC 
Server  720,  Just  one  in  a  continuing 
series  of  innovations  pioneered  by 
IBM  And  one  more  reason  why  there 
IS  a  differenced      — — ~  ^ 
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EDITED  BY  OWEN  ULLMANN  

BOB  DOLE'S 
DAYS  IN  THE  SUN 


Look  closely  at  the  gi-anite  features  of  Senate  Majority 
Leader  Bob  Dole  these  days,  and  you'll  see  the  faint 
contoui's  of  a  smile.  Small  wondei'.  Prognosticators  figui'ed 
June  would  be  Dole's  Hell  Month,  a  time  when  the  moderate 
Senate  produced  a  budget  that  diluted  the  House  gop's  Con- 
tract With  Amenea.  The  predicted  result:  fresh  doubts  about 
the  Kansas  Republican's  Presidential  bid  and  a  conservative 
gToundswell  for  Texas  Senator  Phil  Gramm. 

Instead,  Dole  is  basking  in  the  wami  glow  of  what  wag?  call 
"the  Grammless  Sum.mer"  By  maneuvering  to  keep  his  rival 
off  the  conference  panel  that's  shaping  a  consensus  spending 
bluepiint  with  the  House,  Dole  has  de- 
nied Gramm  the  spotlight.  True,  the 
Senate  flinched  on  key  Contract  items 
like  the  House's  big  tax  cut  and  radical 
legal  refoiTn.  But  Gramm  has  failed  to 
turn  Dole's  pragmatism  into  a  nega- 
tive with  hardliners.  "Republicans  are 
now  more  focused  on  deficit  reduction 
than  tax  cuts,"  says  gop  consultant 
Mark  Goodin.  "That  helps  Dole." 
"ALL  THE  RIGHT  MOVES."  What's  more. 
Dole's  calculated  shifts  to  the  right  on 
issues  such  as  media  morality  and  af- 
firmative action  have  weakened 
Gramm's  support  among  consei-vative  activists — at  some  cost 
to  Dole's  credibility.  Another  unexpected  plus  for  Dole:  the 
late-starting  campaign  of  Pete  Wilson.  The  CalifoiTiia  govern- 
or once  tlii-eatened  to  cut  deei)ly  into  Dole's  moderate  support, 
but  a  throat  operation  has  kept  Mm  out  of  sight  and  sound. 

To  appi'eciate  Dole's  surge,  considei'  a  June  5-6  Gallup  Poll 
taken  for  CNN/ USA  Todaij.  Dole  led  the  gop  Presidential  pack 
with  45%,  compared  with  Gramm's  13%.  The  sui'vey  showed 
Dole  beating  Pi-esident  Clinton  50%.  to  46%..  The  gop  front-i-un- 
ner  also  holds  a  huge  lead  in  New  Hampshire,  where  Gramm 
has  sunk  to  third  place,  behind  commentator  Pat  Buchanan. 
Of  course,  it  would  be  folly  to  assume  from  early  polls  that 


HAPPY  TIMES:  But  flip-flops  may  hai 


Dole  has  the  race  sewn  up.  Cautions  one  former  aide  to  S| 
eral  Republican  Presidents:  "We  still  don't  know  if  he's 
Reagan  or  a  Muskie."  But  pros  who  have  seen  Dole  self- 
struct  in  previous  White  House  bids  are  impressed,  "f 
making  all  the  right  moves,"  says  a  top  gop  strategist. 

Indeed,  Dole  is  doing  so  well  that  his  chief  worcy 
be  . . .  Dole.  The  moderate  has  made  some  expedient  convl 
sions  that  could  haunt  him.  For  instance,  the  bitter  foe| 
supply-side  economics  has  suddenly  embraced  calls  for  a 
cut.  Likewise,  Dole  was  never  known  for  criticizing  popu] 
culture,  yet  in  June  he  took  a  Dan  Quayle-like  blast  at  Ho] 
wood  "depravity." 

Dole  also  tried  to  woo  National  R 
Assn.  members  by  vowing  to  overti 
Clinton's  1994  assault-weapon  ban.  A 
despite  past  support  for  affiirnative  | 
tion,  he  now  favors  ehminating  pre! 
rential-hiring  programs.  "I  don't  tk 
this  is  a  killer  issue  for  us,"  scoffs  D 
pollster  Bill  Mclntmff.  "Cm-  answer 
'That  was  yesterday,  this  is  today.  L 
talk  about  America's  future.' " 

Privately,  some  Dole  aides  fret  tl 
he'll  be  hammered  by  gop  oppone: 
for  recent  policy  shifts,  then  have 
square  the  New  Dole  with  the  Old  Dole  against  Democr£ 
critics  during  the  genei-al  election.  "Clearly,  Dole  has  fi 
flopped  on  issues,"  concedes  one  adviser.  "That  makes  hin 
lot  like  George  Bush — a  man  without  a  vision." 

Still,  the  prospects  of  debating  Bill  Clinton  over  fiip-fl( 
doesn't  exactly  make  Dole  tremble.  "Dole's  position  on  thii 
like  affinnative  action  has  evolved,"  says  Bill  Lacy,  Dole's  d 
uty  campaign  chairman.  "But  so  have  other  Republica 
The  main  thing  is,  he  has  proven  that  he  will  not  implo' 
and  he's  alone  [among  the  gop  field]  in  the  Pi-esidential  Cir( 
We'll  take  that  for  now." 

Bil  Lee  Walcz 


CAPITAL  WRAPUP 


DEMOCRATS'  TOP  FUND-RAISER 

►Direct-mail  donations  are  pouring 
into  the  Democratic  National  Com- 
mittee, thanks  to . . .  Newt  Gingrich. 
Party  fund-raising  appeals  portray 
the  House  Speaker  as  an  extremist 
out  to  gut  Medicare,  student  loans, 
it  ::d  other  middle-class  benefits.  The 
f '  -ult,  says  DNC  Co-Chairman  Donald 
L.    '  v/ler:  a  record  131,000  new  do- 
x\My<  in  the  first  five  months  of  1995, 
■■XV)  ft  .,:,!  90,000  for  all  of  1994.  The 
17,; fi.--  Siveraging  $20 — have  helped 
tiie  T)V(;  make  a  dent  in  its  debt. 


which  stood  at  $4  million  at  the  start 
of  the  year. 

GOP  MODERATES  BOW  OUT? 

►Conservatives  are  rejoicing  because 
three  veteran  gop  moderates  may  re- 
tire fi*om  the  Senate  next  year.  Capi- 
tol Hill  sources  say  they  are  Mark  0. 
Hatfield  of  Oi'egon,  who  blocked  pas- 
sage of  a  balanced-budget  amend- 
ment; Nancy  L.  Kassebaum  of  Kan- 
sas, who  has  long  talked  of  stepping 
down;  and  William  S.  Cohen  of  Maine, 
who  is  openly  unhappy  with  the  Sen- 
ate's sharp  shift  to  the  right. 


CONSERVING  CYBERSPACE 

►Conservatives  who  gripe  that  liber 
als  control  TV,  vow  to  dominate  cybe 
space.  On  June  29,  the  Heritage 
Foundation  and  Natiotial  Review 
magazine  will  launch  Town  Hail  on  i 
the  Internet,  a  conclave  for  conserva 
five  groups  from  Americans  for  Tax 
Reform  to  the  Family  Research 
Council.  Each  cybercon  will  post  its 
own  multimedia  home  page  on  the 
World  Wide  Web.  Net  surfers  will  be 
able  to  tap  into  policy  analysis,  daily  ^ 
events,  and  political  forums. 
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"When  my  server  overheats, 
well.  I've  been  known  to  show  my  temper." 


IBM  Solution  #92683-0 


a.k.a.  "Unique  Cooling  Design' 


:  networks  have  enough  kinks 
bugs  to  make  any  hardworking 
anager  hot  under  the  collar.  So  we 
ght  we'd  give  you  one  less  thing  to 
teamed  about.  Our  PC  Server  320 
e  and  out,  it's  been  engineered  to 
mize  cooling  efficiency  From  the 
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key  placement  of  its  components  to 
its  double  fans  and  flo-thru  louvers.  All 
aimed  at  optimizing  airflow  and  heat 
dispersement.  Reducing  temperatures 
in  your  system  and  your  bloodstream, 
PC  Server  320,  One  more  reason  there 
is  a  difference.'"       -""^—^  —  — 
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International  Business 


Tokyo  may  let  the  stock 
market  crash  to  shock  the  [ 
pubhc  into  supporting 

a  massive  bank  rescue 

tti 

Across  Japan's  bankiiig  ten-ain,  b  ? 
mines  are  exploding.  Deposit  il 
are  yanking  their  money  out 
weakened  lenders.  The  $155  fi 
lion  housing-loan  industry — the  Ja 
nese  version  of  Ainerica's  thrifts — is, 
tually  insolvent.  And  the  plunging  st  i, 
mai-ket,  off  27%  this  year  and  65%  si  i 
its  1989  peak,  has  erased  the  valui 
equity  portfolios  that  big  banks  ho] 
would  help  defray  the  cost  of  write- 
on  huge  quantities  of  bad  and  rest: 
tured  loans.  Even  the  Ministry  of 
nance  (mof),  which  spent  years  clo; 
the  financial  system's  fragility,  is  visi  . 
more  concerned.  Among  smaller  pi 
ers,  at  least,  "we  will  see  a  few  hi 
failures,"  says  Fuji  Research  Instit 
Chairman  Toru  Kisukawa.  i 

So,  are  mof's  influential  bureauer 
finally  dipping  into  Japan's  $19.6  trill 
in  financial  assets  to  pay  for  a  mas^^" 
bailout  of  the  nation's  troubled  lend- 
Well,  soil  of.  An  estimated  $1  triUioi 
bad  or  barely  performing  loans — i 
equivalent  of  20%'  of  Japanese  gross 
mestic  product — now  burden  lend- 
books.  And  as  the  banking  crisis 
deepened,  the  possible  framework 
far-reaching,  government-financed 
gi-am  to  refloat,  merge,  or  restruct 
scores  of  troubled  banks  and  hous! 
lenders  is  starting  to  emerge. 
SELLING  WAVE.  The  rescue  effort  col 
involve  new  tax  breaks  on  loan  wrK: 
downs,  direct  infusions  of  govemmLo 
cash,  and  the  sale  of  at  least  $85  billvfv 
in  government  bonds  to  finance  relJii 
But  the  plan  apparently  isn't  ready  ftorr 
prime  time,  mof's  June  8  announcem- 
of  an  emergency  banking  package,  w! 
drawing  parallels  between  the  curr< 
financial  mess  and  the  gi-eat  Showa  ba| 
ing  panic  of  the  late  1920s,  in  the 
contained  little  substance.  "They've  fci 
nothing  concrete  on  the  table,"  says  ( nv 
disgiimtled  senior  banking  analyst,    i , 
mof's  failure  to  come  up  with  a  fik 
plan  touched  off  a  seUing  wave  amongL 
cal  life  insiu-ei-s  and  othei'  investors,  v|c 
hammered  the  Nikkei  stock  averi 
down  7%.  That  left  the  Nikkei  stock  m 
erage  below  15,(X)0  for  the  fii-st  time  si 
1992.  It's  no  wonder  they're  selling.  J 
Vice-Minister  Kyosuke  Shinozawa  t 

CRUMBLING  PILLARS:  Some  smallerL 
luiNks  tnaij  soon  go  under  fjs. 


iament  on  June  12  that  the  ministiy 
Id  not  use  Postal  Savings  System 

public  pension  money  to  boost  the 
k  market — as  it  did  during  1993 — to 

banks  time  to  clean  up  their  act. 
OF  is  reluctant  to  pr-ovide  further 

right  now  for  several  reasons.  Yen- 
hing  tax  bureau  officials — worried 
it  the  cost  of  rebuilding  eaithquake- 
tered  Kobe,  declining  government 
■nues,  and  the  future  needs  of  an 
g  population — are  fighting  against 
ling  the  public  purse  to  the  banks. 

bankers  themselves  remain  hugely 
jpular  for  reckless  lending  in  the 
s  that  sent  property  prices  spiraling 
of  many  consumers'  reach.  What's 
e,  MOF  and  the  Bank  of  Japan 
:ed  right  into  a  scandal  last  Decem- 


losses  at  home.  A  collapse  would  also 
breed  more  price  deflation,  even  slower 
gi'oMh,  and  new  pressui'es  on  the  bank- 
ing system  if  it  were  not  followed  quick- 
ly by  a  financial  aid  package. 

Well  aware  of  these  I'isks,  mof  may 
have  to  come  up  with  $100  billion  in 
aid  to  get  its  rescue  plan  going,  esti- 
mates UBS  Securities  analyst  Yukiko 
Ohai'a.  Japan  can  certainly  affoi'd  that 
much.  The  Postal  Savings  System  alone 
has  $2.36  trillion  in  deposits,  while  the 
Bank  of  Japan's  cash  reserves  and  gov- 
ernment bond  holdings  exceed  $747  bil- 
lion. What's  more,  as  the  economy  has 
slowed,  woi'ried  consumers  have  been 
salting  away  more  of  theii'  incomes.  The 
savings  rate  among  salaried  households 
has  jumped  to  30%  recently.  That's 


THE  PRESSURE  POINTS  IN  JAPAN  S 
FINANCIAL  SYSTEM 


lUSiNG  LOAN  CORPORATIONS  With  funding  from  banks  and 
'icultural  cooperatives,  these  companies — called  jusen — made 
35  billion  in  re.il  estate  loans.  Half  those  loans  are  now  unrecov- 
ible.  As  many  as  seven  of  the  eight  housing  loan  companies  are 
uggling  to  survive,  and  the  co-ops  will  need  $40  billion  to  stay 
Dat.  The  money  could  come  from  government  bond  sales. 

iRGE  BANKS  The  top  21  lenders  are  lobbying  the  Ministry  of 
lance  for  huge  tax  breaks  on  loan-loss  provisions.  They  also  want 
/-interest  loans  from  the  Bank  of  Japan  to  cover  the  cost  of  tak- 
;  over  weaker  players. 

1ALL  BANKS  Analysts  figure  $100  billion  is  needed  to  shore 
the  capital  base  of  smaller  banks  in  danger  of  failing.  Funds 
uld  come  from  the  government  and  Bank  of  Japan. 

!AL  ESTATE  With  commercial  real  estate  prices  down  50% 
m  their  1991  peak,  the  government  may  have  to  start  buying 
id  to  restart  the  property  market. 


ing-loan  companies — called  juse?i — which 
were  set  up  in  the  1970s  to  supply  cred- 
it to  homeowners.  After  a  disastrous 
lending  spree  to  golf-course  and  condo 
developers  in  the  late  1980s,  roughly 
50%  of  the  industry's  $136  billion  loan 
portfolio  is  now  under  watei',  figures  J. 
Brian  Waterhouse,  a  senior  analyst  with 
James  Capel  Pacific  Ltd. 
UNTHINKABLE.  Any  failures  among  the 
eight  jusen  would  damage  banks  that 
are  major  shareholders  and  lenders  to 
the  industry.  They  include  Sanwa  Bank, 
Sumitomo  Bank,  Dai-Ichi  Kangyo  Bank, 
and  Long-Term  Credit  Bank  of  Japan. 
Japan's  2,700  agi'icultui'al  cooperatives 
have  themselves  lent  $65  billion  to  jii- 
8671.  The  prospect  of  Japanese  fanners,  a 
big  political  constituency,  losing  their 


DATA;  BUSINESS  WEEK 


FOR  RENT:  The  real  estate  market  is  moribund 


when  they  attempted  a  $2  billion 
lut  of  two  shady  Tokyo  credit  coop- 
ives  with  political  ties.  "There  is 
no  distinction  made  between  rescu- 
3orrupt  managers  and  i-escuing  the 

'  'e  financial  system,"  admits  Kengo 

•  e,  the  centi"al  bank's  deputy  director 
isearch  and  statistics, 
ablic  contempt  for  bankers  hasn't 
e  it  any  easier  for  Prime  Minister- 
iichi  Murayama's  wobbly  coalition 
luster  the  political  backing  for  a 
k  cleanup.  But  a  cleanup  remains 
■ssary  if  banks  are  to  r-esume  lend- 
and  help  lift  Japan  out  of  its  eco- 
ic  doldr'ums.  That's  why  analysts 

I  i  MOF  may  be  ready  to  let  the  stock 
iet  crash  to  convince  the  public  once 

!  for  all  to  support  a  publicly  funded 
dng  rescue. 

)  be  sure,  a  stock  market  collapse 
Id  pose  dangers  for  bourses  world- 
!  if  Japanese  investors  start  dump- 
assets  overseas  to  cover  mounting 


tvrice  the  r-ate  for  the  nation  as  a  whole. 

But  tapping  public  savings  won't  be 
easy.  Raiding  the  Postal  Savings  System 
would  cause  a  public  stir  unless  the  gov- 
ernment were  able  to  win  parliamen- 
tary approval  for  such  a  drastic  move. 
And  much  of  Japan's  private  savings 
ar-e  ah-eady  tied  up  in  stocks  and  bonds. 
Unless  the  Bank  of  Japan  made  certain 
that  short-term  rates  stayed  low,  selling 
large  sums  of  new  government  debt 
would  probably  push  long-term  inter- 
est rates  up  and  tank  the  stock  and 
bond  markets.  Indeed,  analysts  are  bet- 
ting that  the  central  bank  will  have  to 
start  printing  mor-e  money.  It  may  cut 
its  discount  r-ate,  ah*eady  at  a  record-low 
1%'.  And  imder  legislation  passed  diu-ing 
a  stock  market  cr-ash  thr-ee  decades  ago, 
the  central  bank  has  carte  blanche  to 
turn  on  its  money  spigot  to  help  lender-s. 

In  fact,  financial  authorities  are  pre- 
paring for  some  heavy  lifting.  Then-  fir-st 
line  of  attack  will  be  to  shor-e  up  hous- 


shirts  is  unthinkable  in  Japan.  At  least 
$40  billion  in  public  money  will  be  need- 
ed just  to  stabilize  this  sector,  says  Bar- 
ing Securities  (Japan)  Ltd.  analyst 
James  P.  Fior-illo.  Bankers  figure  that 
bad  co-op  debts  would  be  transferr-ed 
to  a  vehicle  like  the  Resolution  Tr-ust 
Cor-p.  that  would  be  funded  by  public 
money  and  Bank  of  Japan  loans.  Loans 
with  any  possible  value  might  be  re- 
packaged into  government-guaranteed 
bonds  to  be  sold  to  the  public. 

The  real  tr-ick  for  financial  mandarins 
will  be  restarting  the  moribund  r-eal  es- 
tate mar-ket,  where  commercial  pr-oper- 
ty  prices  have  fallen  50%  since  1991. 
But  until  Japanese  leader-s  summon  the 
will  and  the  cash  to  get  serious,  the 
pr-operty  market  and  the  entire  financial 
system  will  continue  to  sink.  Unless  a 
rescue  plan  gels  soon,  Japanese  lend- 
ers, and  per-haps  global  stock  markets  as 
well,  could  face  some  scary  times. 

By  Brian  Bremner  in  Tokyo 
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COMMENTARY 


By  Robert  Neff 


NEEDED:  A  WHOLE  NEW  WAY  OF  CONFRONTING  JAPAN 


With  June  28  fast  approaching, 
the  U.S.  and  Japan  appear 
headed  for  the  worst  trade 
colhsion  in  postwar  history.  On  that 
date,  the  Clinton  Administration  has 
vowed  to  slap  $5.9  billion  in  tariffs 
on  Japanese  lu.xury-car  impoits  un- 
less Japan  throws  open  its  doors  to 
U.  S.  autos  and  auto  parts.  Unlike 
past  standoffs,  genuine  compromise 
looks  unlikely. 

Fifty  years  after 
the  end  of  World  War 
II,  ugly  recrimina- 
tions, if  not  an  out- 
light  trade  war,  could 
ensue.  "There  won't 
be  a  deal  largely  be- 
cause it  has  become 
such  an  emotional  po- 
litical issue  on  both 
sides,"  says  Stephen 
Usher,  directoi'  of  re- 
search at  Kleinwort 
Benson  International 
Inc.  in  Tokyo. 

What  has  brought 
these  two  allies  to 
such  an  acrimonious 
impasse?  Japan's  in- 
tractable S60  billion 
trade  surjilus  with  the 
U.  S.,  at  least  two- 
thirds  auto-related,  is 
the  most  proximate 
cause.  But  more  im- 
poitant  is  a  fundamen- 
tal shift  in  how  the 
two  countries  view 
each  other.  Younger 
generations  of  a  more 
nationalistic  bent  are 
in  charge  in  both  Washington  and 
Tokyo,  and  they  are  less  inclined  to- 
wai-d  compromise  than  their  elders. 
REVISIONIST  HISTORY.  To  understand 
the  roots  of  this  conflict,  go  back  to 
August,  1989,  when  business  week 
ran  a  cover  story  called  "Rethinking 
Japan."  In  that  story,  this  writer  ap- 
plied the  term  "revisionism"  to  a 
new  Western  analysis  of  Japan.  I 
described  the  revisionists  as  deviat- 
ing frum  orthodox  thinking,  which 
held  that  Japan  was  only  marginally 
different  from  the  West  and  would 
eventually  "converge"  toward  an 
Anelo-Saxon  model.  The  revisionists 


argued  otherwise,  saying  that  until 
the  U.  S.  understood  just  how  differ- 
ent Japan  was,  conventional  trade 
negotiations  would  never  work.  Al- 
though critical  of  Japan,  the  revi- 
sionists weren't  your  typical  bash- 
ers. They  knew  and  cared  a  lot 
about  the  country. 

Perhaps  because  it  suddenly  had 
a  name,  revisionism's  influence 


spread  quickly.  Indeed,  the  joke  in 
Washington  is  that  revisionism  now 
is  orthodoxy.  That's  largely  because 
of  its  embrace  by  the  Clinton  Ad- 
ministration. From  former  Council 
of  Economic  Advisers  Chairman 
Laura  D'Andrea  Tyson  on  down, 
Clinton's  economic  team  started 
with  the  premise  that  Japan 
manages  its  economy  differently 
and  espouses  a  diffei-ent  form  of 
capitalism. 

But  the  Clintonite  tactics  aren't 
in  keeping  with  the  original  spirit  of 
revisionism.  Why?  Because  they  ap- 
pear driven  by  domestic  political 


pressures  rather  than  by  any  deep 
knowledge  of  Japan.  If  they  under- 
stood the  economics  and  politics  of 
today's  Japan,  they  would  know  that 
tariffs  on  luxury  cai's  simply  aren't 
going  to  achieve  a  dramatic  opening 
of  the  Japanese  market.  Despite  the 
undeniable  pain  Japanese  carmakers 
will  suffer,  they  can  survive  and  ad- 
just. "It  will  not  be  a  death  blow  by 
any  means,"  says 
Kleinwort's  Usher. 
So  in  a  sense,  Wash- 
ington has  taken  on 
the  intellectual  trap-  K 
pmgs  or  revisionism 
to  threaten  a  one- 
shot  trade  action  of 
a  very  conventional 
sort. 

What  some  revi- 
sionists counsel  in- 
stead of  the  tariff 
club  is  a  subtler, 
broader  approach: 
Deal  with  Japanese 
company  officials  in 
the  U.  S.,  selectively  S 
yank  foreign  trade- 
zone  privileges,  and 
push  more  promising 
trade  cases  such  as 
Eastman  Kodak 
Co.'s  claim  that 
Japan's  film  market 
is  closed.  The  U.  S. 
government  must  be 
more  coordinated 
and  more  targeted. 
In  short,  the  U.  S. 
has  to  devise  a  long- 
term,  systematic 
means  of  competing  with  Japan, 
rather  than  expecting  the  Japanese 
system  to  suddenly  break.  "Rather 
than  negotiate,  the  U.  S.  should 
change  the  environment,"  says 
Chalmers  Johnson,  president  of  the 
Japan  Policy  Research  Institute  in 
California  and  so-called  godfather  of 
the  revisionists. 

Issuing  ultimatums  to  Japan's  im- 
perious bureaucrats  is  a  waste  of 
time  and  even  counterproductive. 
Indeed,  several  close  observers  of 
the  auto  talks  say  Japan's  carmakers  j 
lean  toward  cutting  a  "voluntary"  j 
agi-eement  with  the  U.S.  to  buy 
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more  American  parts,  but  an  in- 
creasingly militant  Ministry  of 
International  Tirade  &  Industry  is 
vetoing  any  such  deal. 

It's  this  rise  of  a  new  breed  of 
Japanese  bureauci'at  that's  changing 
that  nation's  willingness  to  deal  with 
the  U.  S.  This  is  especially  so  at  a 
time  when  Japanese  politics  is  in 
disarray  and  bureaucrats  call  more 
of  the  shots.  Senior  bureaucratic 
posts  are  gradually  being  vacated  by 
men  who  were  cowed  by  America's 
World  War  II  victory  and  beholden 
to  its  generous  postwar  treatment  of 
Japan.  Theii-  posts  are  going  to 
younger,  outspoken  nationalists,  who 
don't  want  to  kowtow  to 
the  U.  S. 

Two  impending  pro- 
motions to  key  econom- 
ic-relations posts  have 
tongues  wagging.  Within 
the  next  few  weeks,  Ka- 
zuo  Ogura,  Japan's  am- 
bassador to  Vietnam, 
will  become  deputy  for- 
eign minister  for  eco- 
nomic relations,  and  Ei- 
suke  Sakakibara,  authoi- 
of  Beijond  Capitalism . 
wiW  move  up  to  the  po- 
sition of  director-gener'al 
of  the  International  Fi- 
nance Bureau  at  the 
Ministry  of  Finance. 

One  senior  U.  S.  offi- 
cial says  Ogura's  and 
Sakakibara's  ascendance 
will  result  in  a  govern- 
ment   that    is  "more 
contentious,  more  argumentative, 
less  willing  to  look  at  Japan's  own 
policies  and  own  degTee  of  market 
openness  in  a  balanced  way." 
"BEGGING  DIPLOMACY."  Ogura,  57, 
and  Sakakibara,  .54,  have  unusual 
backgrounds  as  senior  bureaucrats 
because  they've  written  extensively 
and  forthrightly  under  their  own 
names.  Ogura  made  waves  with  an 
article  in  1991  that  ridiculed  Ameri- 
ca's demands  for  Japan's  financial 
backing  of  the  gulf  war  as  "Begging 
Diplomacy."  He  went  on  to  write: 
"As  soon  as  it's  said  that  Japan  and 
the  U.  S.  share  common  values, 
Americans  expect  Japanese  are  be- 
■  ining  American.  They  think  Japa- 
i!  -He  will  and  must  act  like  Ameri- 
'••■■ns.  But  Japanese  don't  see  it  that 
way." 

S;\]cakibara's  Beyond  Capitalism 
iA  W.)0  argued  that  special  features 
of  -J.r-  .'an's  "noncapitalistic  market 
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economy"  should  be  preserved.  In 
this  sense,  Sakakibara  acknowledges 
the  revisionists'  line  that  Japan's 
system  is  indeed  different. 

Uncharacteristic  of  Japanese  offi- 
cials, both  men  love  debate.  That 
may  not  be  all  bad  for  the  U.  S. 
"For  the  first  time  the  Japanese  will 
start  talking  turkey,"  says  E.  Barry 
Keehn,  an  expert  on  Japan's  bureau- 
cracy at  Cambridge  University. 
"They  won't  be  shoving  things  un- 
der the  carpet  so  much." 

Ogura  and  Sakakibara  echo  this 
line.  "I  think  it  important  that  the 
decision-making  process  of  diploma- 
cy. . .  should  be  as  transparent  as 


possible,"  Ogura  tells  business 
WEEK.  "It  is  regrettable  if  my  repu- 
tation is  partly  due  to  my  un-Japa- 
nese  outspokenness."  Adds  Sakaki- 
bara, who  earned  a  PhD  in 
economics  at  the  University  of 
Michigan  and  latei'  taught  at  Har- 
vard: "I  learned  to  become  assertive 
and  aggressive  in  the  U.  S."  More 
Ogau-as  and  Sakakibaras  are  waiting 
in  the  wings. 

These  men  take  exception  with 
outside  observers  who  argue  that 
Japan  must  "change"  to  more  close- 
ly resemble  other  advanced  econo- 
mies. Those  outsidei's  say  Japan 
must  do  that  because  the  world's 
economies  are  being  drawn  into 
closer  contact.  What's  more,  they 
look  at  pressures  inside  Japan.  The 
Japanese  people  don't  fully  share  in 
the  nation's  wealth,  its  financial  sys- 
tem is  on  the  ropes,  and  its  political 
leadership  is  "pre-modern,"  in  the 


words  of  one  Japanese  scholar.  In 
these  areas,  Japan  almost  certainly 
will  change,  though  slowly.  "The 
Japanese  change  less  quickly  than 
just  about  anyone,"  says  Frank  Gib- 
ney,  president  of  the  Pacific  Basin 
Institute  in  California. 
DIFFERENT  STROKES.  But  that 
doesn't  mean  Japan  will  completely 
converge  with  other  systems.  The 
Japanese  have  plenty  to  be  proud 
of.  Poverty  barely  exists.  Income  is 
more  equally  distributed  than  al- 
most anywhere  else  in  the  world. 
The  country  still  has  huge  pools  of 
savings  and  massive  trade  surplus- 
es. Many  emerging  economies  are 
adopting  Japan's 
developmental  model. 
"We  are  different," 
says  Yotai'o  Kobayashi, 
president  of  Fuji  Xerox 
Co.  "It's  absolutely 
wrong  to  say  we'll 
all  eventually  behave 
and  think  in  the  same 
way." 

So  until  autos,  the 
Kodak  case,  a  mounting 
civil  aviation  dispute, 
and  other  issues  get  | 
solved,  the  two  new  po- 1 
litical  forces  in  Wash- 
ington and  Tokyo  mean 
relations  could  get  even 
rockier.  All  of  which 
suggests  the  need  for 
an  evolution  of  revi- 
sionism from  mere  anal- 
ysis to  the  creation  of 
new  prescriptions  to 
supplant  tired,  orthodox  tactics. 

What  might  those  be?  Making 
sure  that  U.  S.  Administrations  in- 
clude senior  officials  who  understand 
Japan  and  its  language,  nurturing 
an  institutional  history  of  U.  S.-Ja- 
pan  relations  to  avoid  getting  fooled, 
and  becoming  much  smarter  at  sell- 
ing the  Japanese  people  on  how 
they  can  benefit  from  U.  S.  de- 
mands. Commonsensical  as  these 
ideas  may  sound,  no  U.  S.  Adminis- 
tration has  gotten  seiious  about  any 
of  them.  In  so  doing,  revisionism 
could  help  set  the  stage  for  quiet, 
successful  U.  S.  engagement  with 
Japan,  instead  of  pointless  trade 
wars. 


Neff  is  completing  an  18-year 
career  with  BUSINESS  week  and  Mc- 
Graw-Hill to  become  executive  direc- 
tor of  the  American  Chamber  of 
Commerce  of  Japan. 


"Revisionist" 
thinkers  now 
believe  the  U.S. 
has  to  devise  a 
long-term, 
systematic  means 
of  competing  with 
Japan,  rather  than  expecting  the 
Japanese  system  to  change  suddenly 
under  threat  of  trade  sanctions 


International  Business 


CUBA 


MEET  FIDEL'S 
FAVORITE  CAPITALIST 

Sherritt's  Ian  Delaney  is  doing  big-and  risky-deals  in  Cuba 


Ian  W.  Delaney,  chairman  of  Canada's 
Sherritt  Inc.,  is  probably  the  only 
North  American  CEO  who  displays  in 
Ms  office  a  photo  of  his  family  with  Cu- 
ban leader  Fidel  Castro.  It's  a  fitting- 
tribute  to  a  relationship  so  close  that 
Delaney  is  arguably  Castro's  best-loved 
capitalist.  "Sherritt  does  business  all 
over  the  world,  but  Cuba  is  my  favor- 
ite," says  Delaney,  51,  adding  that  he  is 
always  warnily  welcomed  in  Castro's  of- 
fices near  the  Plaza  de  la  Revolucion. 


THE  AUDACIOUS  lANDEUNEY 


CURRENT  JOB  Chairman  and 
CEO  of  Sherritt  Inc. 

BACKGROUND  Born  in  Win- 
nipeg, Man.,  in  1943.  Finished 
high  school  but  dropped  out  of 
university  to  go  into  business. 

CAREER  PATH  Trained  as  an 
investment  banker,  he  became 
president  of  Merrill  Lynch  Cana- 
da and  later  CEO  of  holding 
company  Horsham  Corp.  He  left 
in  1990  to  wage  a  proxy  fight  to 
win  control  of  Sherritt. 

MOST  DARING  MOVE  Plunged 
into  Cuba  in  1991,  defying  U.S. 
trade  embargo.  Sherritt  is  Cuba's 
largest  foreign  investor  and 
largest  oil  producer. 


No  wonder.  Since  Delaney's  first 
meeting  with  Castro  in  1991,  Sheiritt 
has  become  Cuba's  lai'gest  foreigii  in- 
vestor and  a  linchpin  in  Castro's  plans 
to  rebuild  his  economy.  Now  Cuba's 
largest  oil  producer,  Shenitt  is  exploi-ing 
for  "vei-y  large"  oil  reserves  there,  De- 
laney says.  In  December,  he  also  set  up 
a  joint  venture  with  Cuba's  General 
Nickel  Co.  to  mine,  refine,  and  market 
the  island's  rich  nickel  and  cobalt  re- 
serves. The  venture,  which  earned  $14.8 
miihon  on  .sales  of  $131  miUion  in  its 
'ii>  t  quaiter  of  operation,  could  become 

\.orld  leader,"  Delaney  says. 

';;'.;k  like  that  has  landed  Shenitt  in 
ihv  center  of  Washington's  efforts  to 
iifChtcn  the  noose  on  Castro.  The  U.S. 
"V':':i;- u)-y  Dept.  is  shortly  expected  to 
:     idist  Shen-itt's  Cuban  ventures  as 
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"special  designated  nationals,"  meaning 
that  they — like  Cuban  companies — 
would  be  barred  from  U.S.  business 
dealings.  On  June  14,  a  Senate  foreign 
relations  subcommittee  began  hearings 
on  a  bill  that  would  make  it  easier  for 
U.S.  com])anies  to  sue  Shenitt  for  using 
expropriated  Cuban  property.  Florida- 
based  Consolidated  Development  Co., 
which  once  produced  40%  of  Cuba's 
crude,  is  preparing  a  suit. 

Despite  the  U.  S.  trade  embargo,  De- 


laney's bet  on  Cuba  has  paid  off  hand- 
somely so  far.  While  U.  S.  law  bars 
Sherritt  from  selling  nickel  or  cobalt  to 
U.  S.  customers,  Sherritt's  answer  is  to 
sell  to  the  Japanese  and  Europeans. 
Last  year,  sales  in  Sherritt's  metals  unit 
rose  76%,  pushing  metals  earnings  up  to 
$132.5  million  fi'om  a  loss  the  yeai'  before. 
"DESPERATE."  That,  plus  a  fertilizer  ac- 
cjuisition  in  Alberta,  helped  Sherritt 
earn  $58  million  on  sales  of  .$672  million: 
the  best  performance  in  its  67-year  his- 
tory. This  year,  earnings  should  soar 
82%-,  says  Toronto  brokei-age  Wood 
Gundy  Inc.  Ironically,  Sherritt  has  at- 
tracted U.S.  investors,  who  hold  some 
30%  of  its  stock  and  most  of  its  bonds. 

For-  all  his  admii'ation  of  Cuba,  which 
he  visits  monthly,  Delaney  is  hardly  a 
radical.  After  growing  up  in  Winnipeg, 


he  became  an  investment  banker 
president  of  Merrill  Lynch  Canada 
(table).  Aftei'  a  stint  at  Horsham^  Co 
he  left  in  1990  to  launch  a  proxy  fi 
for  Sherritt.  The  company  was  near 
solvency  because  its  metals  i-eftnery 
closed  and  it  had  no  nickel  to  refine 
Even  before  the  takeover,  Delai 
saw  opportunity  in  Cuba,  which  \ 
facing  economic  collapse.  Winning  c 
trol  of  Sherritt  in  Sept.,  1990,  he 
proached  the  Cubans  about  a  deal 
refine  theii-  nickel  and  cobalt.  "Our  fii 
cial  condition  was  as  desperate 
theu-s,"  he  recalls.  The  Cubans  were 
gei'  to  exploit  Sherritt's  refining  tech 
ogy,  so  in  a  meeting  with  Castro  in  ( 
ly  1991,  the  deal  was  sealed. 

It  was  the  beginning  of  a  beaut 
friendship.  Sales  of  Cuban  metal  t 
off,  and  last  year  Delaney  propose 
formalized  joint  ventm'e.  The  50-50  ( 
is  the  most  sweep 
that  Cuba  has  sigi 
with  a  foreign  com 
ny.  It's  also  a  huge  s 
for  Sherritt,  which 
lowed  a  Cuban  er 
neer  to  serve  as 
venture's  first  ceo 
Thanks  to  Sher 
technology,  ore  proi 
lion  at  the  ventu: 
'hint  in  Moa 
iiba,  has  almost 
-led,  to  over  20; 
nns  a  year.  Dela: 
may  now  boost  re; 
eiy  capacity  in  Albe: 
"They'll  be  one  of 
world's  lowest-cost  f 
ducers  of  nickel  j 
largest  producers  of 
bait,"  says  Terei 
Ortslan,  president 
Tso  &  Associates, 
mining  research  firm. 

Of  course,  risks  remain.  Shenitt  cc 
lose  everything  in  Cuba  if  warnings 
Cuban-American  hardliners  of  a  rev( 
tion  restoring  U.S.-backed  national] 
come  true.  Even  that  "would  not  be 
tal,"  Delaney  says,  because  Sherri 
fertilizer  business  accounts  for  56% 
sales  and  has  no  ties  to  Cuba. 

In  any  case,  Delaney  is  betting  h 
come  out  on  top.  Last  fall,  he  nol 
the  U.N.  General  Assembly  voted 
to  2  for  an  end  to  the  embargo. 
such  world  backing,  Delaney  thii  '"S 
Cuba  will  evolve  toward  a  populist  g  || 
ernment.  "The  last  people  in  the  wc 
those  guys  can  afford  to  stiff,"  he  s; 
with  a  smile,  "are  foreign  investors.|y 

By  William  C.  Symonds  hi  Fart 
katchewan,  Alta.,  ivith  bureau  repor 
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A  wing  and  no  prayer. 


Fo  keep  up  with  the  accelerating 
ce  of  change,  organizations  are 
ing  forced  to  reshape  themselves 
3ut  unless  improvements  impact 
areas  of  the  enterprise,  the  race 
iy  be  over  before  it  starts. 
5o  instead  of  focusing  on  just  one 


part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  these  days,  organizations 


that  don't  transform  are  likely 
to  end  up  in  the  soup. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


There's  a  lot  i i 
thanyoupiji 


VISION.  Companies  that  have  it 
possess  the  insight  and  inherent 
strength  to  create  fundamen- 
tal change.  A  The  kind 


of  change 
that  has  en-  • 
abled  Rockwell  to 
emerge  as  a  powerliil 
commercial  force  over  the  last 
ten  years.  A  This  vision  has  changed  our  present 

sales  mix  to  over  70 


Changing  Sales  Composition 


Aerospace 
and 

Defense 


Commercial 
and 

International 


1994 


From  m-j 
^  to  m-i,  Rockwell 

1984  changed  its  sales 

DUX  1(1     percent  commercial  and  inter- 
national by  leivrai^ing  new  technologies 
and  products,  tiniijiie  synergies,  and 
global  opportunities  to  aggressively  serve 
its  customers. 


percent  commercial  and  inter- 
national business.  Its  made  us 
a  rapidly  growing  force  in 
markets  ranging  from  ^ 
telecommunicadons  and 
automotive  to  industrial  automation  -  while 
maintaining  our  leadership  positions  in  aerospace 
and  defense.  And  today,  its  driving  us  to  be  the 


Automation 


Avionics 


Te  lecommunications 


Defense  Electron! 


re  to  Rockwell 
ibly  perceive. 

world's  best  diversified  high-technology  com-  ^ 
pany  A  By  striving  to  make  our  cus- 


tomers  the  worlds  most  successfiil, 
we  have  dramatically  changed 


our  $12.5 
billion  com- 
pany Creating 
new  synergies,  and 
putting  leading- edge  practices 
and  technologies  to  work.  A  Whether  it's 
"        making  cars  smarter  with  advanced  Rockwell 
electronics.  Integrating  head-up  displays  into  avionics 
for  major  airlines.  Becoming  the  world's  leading  supplier  of 
modems  for  PCs  and  fax  machines.  Or  building  a  $3.5 
billion  global  industrial  automation  enterprise  with  our 
Allen-Bradley  and  Reliance  Electric  businesses.  A  It's  time 
to  change  your  perception  of  Rockwell.  For  further  information  about 
our  activities,  write  to  Rockwell,  PO.  Box  4251,  Dept.  BWN,  Seal  Beach, 
CA  90740-8251.  You'll  see  a  lot  more  in  us  than  you  ever  imagined. 


ace 


Automotive 


Graphic  Systems 


^1^  Rockwell 
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WILL  ARGENTINA  SOON  BE  CRYING 
FOR  ITS  ECONOMIC  GURU? 


No  one  in  Latin  America  is  as  closely  identified  with  a 
country's  success  as  Argentina's  Economy  Minister,  Do- 
mingo Cavallo.  His  so-called  Cavallo  Plan,  setting  the 
peso  at  parity  with  the  dollar,  buried  hyperinflation  and 
contributed  to  strong  economic  gi'owth  in  the  early  1990s. 
Earlier  this  year,  Cavallo  headed  off  a  run  on  the  banks  by 
rustling  up  $6  billion  in  credits  from  international  lenders. 

But  the  notion  that  Cavallo  is  indispensable  is  starting  to 
haunt  Ai'gentina  as  the  economy  falters  and  he  comes  under 
fire  for  not  doing  enough  to  I'evive  it.  In  re- 
cent days,  the  darkening  economic  outlook 
and  rumors  that  Cavallo  might  leave  his  post 
have  roiled  the  Argentine  markets.  Cavallo 
himself  unnerved  investors  with  erratic  pro- 
nouncements on  the  economy  and  by  whin- 
ing that  certain  influential  business  figures 
wanted  him  ousted. 

GREAT  STRAIN.  Predictions  of  Cavallo's  de- 
mise have  been  common  since  he  took  office  in 
1991.  He  is  a  prickly  man  who  irritates  both 
executives  and  fellow  Cabinet  members.  But  it 
would  be  very  risky  for  President  Carlos  Men- 
em to  allow  him  to  go.  Few  people  in  Argen- 
tina or  abroad  believe  that  the  fixed  exchange 
rate  against  the  dollar  would  survive  Cavallo's 
departure.  His  going  would  probably  trigger  a 

renewed  bout  of  capital  flight  like  the  one  CAVALLO:  Under  attack 
Cavallo  fought  off  after  the  Mexican  peso  de 


bade  this  past  December  "It  would  be  traumatic,  chaotic," 
says  Buenos  Aires-based  analyst  Carlos  Rivas. 

Although  both  Cavallo  and  Menem  have  said  the  Minister 
will  be  staying,  the  relationship  between  the  President  and 
his  chief  economic  official  is  clearly  under  great  strain 
as  Menem  prepares  for  his  second  term,  which  begins  on 
July  8. 

Despite  Cavallo's  accomplishments,  Menem's  aides,  and 
even  the  President  himself,  have  long  resented  Cavallo's  re- 


ceiving the  credit  for  Argentina's  big  economic  strides, 
vallo's  abrasiveness  adds  to  his  problems.  Barely  a  we| 
passes  without  his  clashing  with  some  official  or  politicii 
Menem  has  tried  to  make  peace  between  Cavallo  and  his 
emies  in  Congress,  but  it  may  not  last.  Even  if  the  minis' 
stays,  Menem  may  use  his  new  chief  of  staff  to  check  Ca 
allo's  free  rein. 

Even  as  discontent  with  Cavallo  builds,  Menem  pro 
ably  realizes  that  he  still  needs  a  fiscal  and  monetary  dis 
plinarian  at  the  helm.  With  $80  billion  in  fc 
eign  debt  to  service,  the  government  is  goii 
to  have  to  keep  cutting  costs  to  keep  a  $a 
billion  credit  package  from  the  Internatior 
Monetary  Fund  on  track.  Concern  is  al 
growing  about  the  state  of  provincial  gover 
ment  finances. 

SEVERE  SQUEEZE.  But  the  temptation  to  bac 
track  on  austerity  is  growing.  Cavallo  is  ; 
easy  target  for  executives  angry  that  thi 
are  not  selling  anything.  Unemployment  h 
already  reached  a  record  14%. 

Menem  hoped  that  his  big  win  in  the  ek 
tion  on  May  14  would  boost  the  economy.  / 
though  bank  deposits  have  risen  slightly  aft 
last  winter's  crisis,  the  swift  return  of  capil 
and  easing  of  the  severe  credit  squeeze  th 
Menem  was  counting  on  for  a  boost  havei 
materialized. 

To  foreign  investors,  Argentina  is  becoming  a  critic 
test  case  for  all  of  Latin  America.  With  Me.xico  still  flound( 
ing,  if  Argentina  unravels,  "confidence  in  the  region  as 
whole  would  be  damaged  almost  irreparably  for  sevei 
years,"  says  Nigel  Rendell,  emerging-markets  analyst  f; 
James  Capel  &  Co.  Rendell  is  telling  clients  to  "unde 
weigh"  Argentina.  With  such  pessimism  building,  Mene 
would  be  playing  with  fire  to  let  Cavallo  depart.  j 

Bij  Ian  Katz  in  Sao  Paw, 


GLOBAL  WRAPUP 


A  SUMMER  DAIMLER 

►  Three  weeks  after  becoming  ceo  of 
Daimler  Benz,  Germany's  largest  in- 
dustrial company,  Jurgen  E. 
Schrempp  pounced.  Starting  on  July 
1,  he  will  downsize  Daimler's  corpo- 
rate headquarters  in  Stuttgart  radi- 
cally, axing  200  of  its  500  top  execu- 
•.ive  jobs.  Headquarters'  role  in  the 
:i)ur  operating  divisions,  including 
V;prcedes-Benz,  is  likely  to  be  re- 
i'm;  ed.  Zurich-based  abb,  often  con- 
•  :ie)'ed  the  model  European  company, 
■  r-Y..  alreadv  made  similar  moves. 


Schrempp  wants  to  instill  an  entre- 
preneurial culture  at  the  $74  billion 
group  as  well  as  cut  costs.  He  has  or- 
dered Daimler's  1,700-strong  central 
research  and  development  staff  to 
hike  their  productivity  by  30%  in  the 
next  three  years.  Another  1,150  in- 
house  professionals,  from  lawyers  to 
tax  experts,  may  have  to  compete 
with  outside  providers  to  sell  their 
sei-vices  within  the  company. 

VIETNAM  BREAKTHROUGH 

►  With  President  Clinton  likely  to  re- 
new formal  diplomatic  ties  with  Hanoi 


this  summer,  the  State  Dept.  is  rush- 
ing to  help  U.  S.  businesses  land  deal; 
in  Hanoi.  A  lobbying  boost  from 
State,  plus  financing  from  anz  Bank- 
ing Group,  helped  Ellicott  Machine 
Corp.  International  nail  Vietnam's 
first  capital  equipment  ordei-  from  a 
U.S.  company.  Vietnam  will  purchase 
more  than  $10  million  worth  of  dredg 
es  and  spare  parts  from  Ellicott,  a 
Baltimore-based  maker  of  dredging 
equipment.  Although  it's  tiny,  Ellicot 
has  a  big  name  in  Vietnam,  where 
prewar  vintage  Ellicott  dredges  are 
still  being  used. 
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Ascom  Timeplex.  Because  it  takes  a  world 
Df  experience  to  do  networking  right. 

For  over  25  years,  Ascom  Timeplex  has 
oeen  a  worldwide  leader  in  multinational 
enterprise  networking  systems  and  services, 
j  We  design,  manufacture,  sell  and  support 
network  solutions  to  move  and  manage  your 
business-critical  information  around  the 
office,  around  the  enterprise  and  around  the 
globe.  And  we  do  it  from  start  to  finish. 

Sure,  a  lot  of  networking  companies  can 
drop  off  a  box  and  run.  But  if  you  want  the 
peace  of  mind  that  comes  from  partnership 
without  compromise,  you  need  the  company 
that  networks  the  world.  Ascom  Timeplex. 


Networking 
liburWorld. 

ascom  Timeplex 

Partnership  without  compromise. 


Legal  Affairs 


INVESTIGATIONS 


WILL  TICKETMASTER 
GET  SCALPED? 

The  Justice  Dept.  and  rivals  question  its  dominance 


It  is  just  before  10  on  Saturday 
morning  in  Los  Angeles.  At  Ticket- 
master  Corp.'s  spaitan  offices  on  this 
early-June  day,  90  men  and  women 
file  in  to  take  theii"  places  before  rows  of 
telephones  and  computer  screens.  Sud- 
denly, a  fluiTy  of  calls  begins.  In  only  10 
minutes,  sales  total  $120,000  for  tickets 
to  the  upcoming  Bon  Jovi  rock  concert 
and  other  events. 

For  Ticketmaster,  the  nation's  largest 
distributor  of  live-event  tickets,  this  is 
just  another  day.  But  it  wasn't  always 
that  way.  When  President  and  CEO 
Fredric  D.  Rosen  took  the  helm  in  1982, 
Ticketmaster  was  a  2.5-person  operation 
on  its  way  to  bankruptcy.  "We  rented 
office  space  in  Los  Angeles  for  six 
■nonths  because  we  didn't  know  how 
r.uch  longer  we  were  going  to  be 
. -"ound,"  Rosen  recalls. 

roday,  the  privately  held  Los  An- 
,!-X:le3  based  company  is  an  entertain - 
!oent-industry  powerhouse.  In  1994, 
'■'cketmaster  sold  55  million  tickets — 
■■^.led      an  estimated  $1.6  billion — to 


eveiything  fi'om  a  Bai'bra  Streisand  con- 
cert to  New  York  Knickerbockers  bas- 
ketball games.  Company  revenues  have 
grown  20%  annually  over  the  past  five 
years,  and  last  year,  ticket  sales  for 
shows  at  3,000  venues  ai'ound  the  coun- 
try brought  in  $240  miUion.  Ticketmas- 
ter exclusively  controls  an  estimated 
two- thirds  of  the  major  stadiums,  are- 
nas, and  amphitheaters  in  urban  cen- 
ters— and  provides  ticketing  for  more 
than  50  major  professional  sports  teams. 


Microsoft  Corp. 
co-founder  Paul  G. 
Allen  deemed  the 
company  so  attrac- 
tive that  he  paid 


SHREW.. 
DEFIANT:  CEO 
ROSEN  REVEL 
IN  HIS  TOUGH- 
GUY  IMAGE 


$300  million  for  80%  of  it  in  1993.  S 
Rosen,  a  blunt-talking  ex-New  York  i 
porate  lawyer  who  is  largely  credi 
with  the  company's  tumaj'ound:  "I  m 
a  business  out  of  something  that  wa  ^  i 
a  business." 

But  it's  how  Rosen  and  his  al 
made  that  business — -and  ai'e  holding  |k 
to  it — that  now  seems  to  be  taking  ( 
ter  stage.  The  federal  government,  si 
law  enforcers,  and  private  litigants 
all  questioning  the  legality  of  Tict 
master's  dominance  in  the  ticketing 
dustry.  Would-be  competitors  say 
tempts  to  break  into  the  business 
met  with  insmTnountable  obstacles — 
nasty  mtimidation  tactics. 
SOLO  SHOW.  Performers  such  as 
rock  groups  Stone  Temple  Pilots  s 
R.  E.  M.  argue  that  the  company's  ul  ti 
uitous  power  costs  fans  the  most.  All 
native  rockers  Pearl  Jam  put  Ticli 
master  in 


A  TICKET  TO  GROWTH 


TICKETS  SOLD  BY 
TICKETMASTER 


TICKETMASTER'S 
REVENUES 
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headlines  wl 
band  memb  to; 
appeared  bef  te  t 
Congress 
year  complain 
that  the  com 
ny's  steep 
made  tickets 
pricey  for 
mostly  teenJ 
fans.  On  June 
the  group  laun 
es  its  fii-st  cone 
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without  Ticketmaster — albeit  most- 
i  smaller  locales.  "We  wanted  to 
New  York  and  Los  Angeles,"  says 
1  Jam's  manager,  Kelly  Curtis,  "but 
just  can't  do  that  today  without  go- 
.hrough  Ticketmaster." 
Dsen,  51,  steadfastly  denies  that  he 
is  company  has  done  anything  im- 
er.  The  ceo,  who  seems  to  revel  in 
;ough-guy  image,  chalks  up  much 
e  grumbling  to  rivals'  jealousy  and 
d.  Ticketmaster's  counsel,  Frank 
on  at  Cravath,  Swaine  &  Moore, 
jsses  charges  as  fallout  from  the 
!  of  Ticketmaster's  opponents.  "One 
le  things  we  do  in  this  country  is 
n  to  what  celebrities  have  to  say, 
;her  or  not  there  is  any  reason  to 
lat,"  he  says. 

■ISH.  As  for  Allen,  he's  taking  the 
ism  in  stride.  Like  Microsoft,  which 
been  accused  for  years  of  unfair 
■cet  domination,  big  fish  are  easy 
sts,  he  says.  "That  comes  with  the 
tory.  A  lot  of  the  controversy  is 
;ed  by  folks  who  just  don't  know 
the  business  operates,"  says  Allen, 
nd  the  other  big  investor,  Chicago's 
iker  family,  which  owns  Hyatt  Ho- 
Corp.,  has  few  qualms.  The  Pritz- 
stUl  hold  12%  of  the  company  after 
ag  the  rest  to  Allen,  Rosen,  and 
r  Ticketmaster  executives.  "We're 
5  than  happy  to  have  some  of  our 
ey  riding  on  [Rosen],"  says  Thomas 
ritzker. 

0  wonder.  Ticketmaster  has  locked 
,he  choicest  promoters  and  sites, 

as  Madison  Square  Garden  and  the 
it  Western  Forum  in  Los  Angeles, 
ugh  lucrative,  exclusive  contracts, 
in  personally  landed  many  of  the 
y  deals  by  visiting  cash-squeezed 
a  ovmers  and  offering  them  mon- 
■in  some  cases  millions — as  a  guar- 
e  against  their  share  of  future  ser- 

fees.  "He  told  us  that  he  thought 
as  and  stadiums  were  valuable  and 
an  inventory  of  tickets  and  events 
th  paying  for,"  recalls  Michael  R. 
'e,  executive  vice-president  of  the 
dowlands  Sports  Complex  in  East 
[lerford,  N.  J.,  a  Ticketmaster  client 

1  1985.  "That  became  very  interest- 
to  us." 

hese  three-to-five-year  deals,  which 
cally  divvy  up  service  fees  among 
.etmaster,  promoters,  and  venues, 
u-e  that  Ticketmaster  has  ironclad 
rol  over  ticketing  for  any  rock  con- 
,  circus,  or  sporting  event  held  at 
facility.  In  May,  Ticketmaster  won 
contract  for  the  Alamodome  in  San 
onio  by  advancing  the  city  $100,000, 
ailing  $150,000  worth  of  box-office 
ipment,  and  promising  to  spend 
),000  a  year  promoting  events, 
erybody  is  in  everybody  else's  pock- 
says  Peter  A.  Jablow,  the  ex-head 


of  Ticketron,  a  rival  acquired  by  Ticket- 
master  in  1991. 

In  addition,  Ticketmaster  has  been 
shrewd  in  its  selection  of  partners  and 
licensees,  cementing  its  presence 
throughout  the  country  by  teaming  up 
with  big  players  such  as  Ted  Turner, 
owner  of  the  Atlanta  Braves  and  Omni 
arena;  former  Seattle  Mariners  owner 
George  Argyros,  who  controls  venues 

TICKETMASTER 
DOMINATES  TODAY... 

•Controls  tickets  sold  at  3,000  ve- 
nues nationwide,  including  Madi- 
son Square  Garden,  Pontiac  Sil- 
verdome,  and  Hollywood  Bowl. 

•  Sells  tickets  to  premiere  live 
events,  such  as  The  Rolling  Stones 
concerts,  via  phone  orders  or  sales 
at  2,800  retail  outlets. 

•  Has  grown  20%  annually  for  the 
past  five  years,  with  $240  million 
in  1994  revenues. 

...AND  HAS  AMBITIOUS 
PLANS... 

•  Plans  to  begin  selling  airline  tick- 
ets later  this  year  through  a  new 
deal  with  Reno  Air. 

•  Is  selling  tickets  online  in  test  tri- 
als on  America  Ordine.  A  web  site 
offering  tickets  and  show  informa- 
tion is  in  the  works. 

•  Currently  in  talks  with  MTV,  QVC, 
and  other  media  companies  to 
launch  its  ovm  home-shopping 
channel. 

...BUT  FACES  MOUNTING 
LEGAL  WOES 

•  Justice  Dept.  is  investigating  alle- 
gations that  Ticketmaster  engages 
in  monopolistic,  anticompetitive 
practices.  A  similar  inquiry  by  the 
New  York  State  Attorney  General 
is  under  way. 

•  Class  actions  filed  on  behalf  of 
consumers,  including  14  being 
consolidated  in  St.  Louis,  charge 
the  company  with  price-gouging 
and  antitrust  violations. 

•  Increasing  pressure  to  lower  fees 
from  disgruntled  performers  such 
as  rock  bands  Pearl  Jam,  Stone 
Temple  Pilots,  and  R.E.M. 
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in  the  Northwest;  and  Abe  PolUn,  own- 
er of  the  Washington  Bullets,  Washing- 
ton Capitals,  and  their  home  arena. 

On  its  way  to  preeminence.  Ticket- 
master  went  on  a  buying  spree.  The 
company  acquired  at  least  12  of  its  most 
adroit  rivals  during  the  past  decade.  In 
1985,  Rosen  bought  Ticket  World  USA, 
whose  clients  included  Radio  City  Music 
Hall  and  the  Pontiac  Silverdome  in  De- 
troit. It  also  bought  TicketPro  in  New 
England  and  Capital  Automated  Ticket- 
ing in  Kansas  City,  Mo.  Finally,  Ticket- 
master  acquired  its  largest  competitor, 
nearly  bankrupt  Ticketron — complete 
with  regulators'  blessings. 
CALLING  THE  SHOTS.  Though  other, 
mostly  regional  ticket  distributors  exist, 
Ticketmaster's  aggressive  climb  has  en- 
abled it  to  call  most  of  the  shots  in  its 
market.  Even  by  Ticketmaster's  calcula- 
tions, increases  in  ticket  surcharges  have 
outpaced  ticket  prices  over  the  past  five 
years,  from  $2.55  to  $3.15,  or  24%,  com- 
pared with  a  19%  rise  in  tickets.  For 
premiere  events,  the  charge  can  be 
more  than  $6  per  ticket.  "If  you've  got 
exclusive  access  to  two-thirds  of  the 
available  seats  in  venues  nationally, 
you're  able  to  exert  incredible  market 
pressure  in  the  industry,"  says  Richard 
Schi-ader,  a  former  New  York  commis- 
sioner of  consumer  affairs  who  investi- 
gated Ticketmaster  and  is  critical  of  its 
practices.  "Consumers  pay  for  that." 

What's  more,  Ticketmaster  is  often 
the  only  operation  big  enough  to  land 
plum  contracts.  For  example,  it  was  the 
sole  bidder  this  year  for  the  contract 
to  handle  ticketing  at  the  Meadowlands, 
a  facihty  that  ushered  in  5  million  pa- 
trons last  year.  Rosen  says  renewing 
the  deal  included  a  payment  to  the  Mea- 
dowlands of  nearly  .$6  million  against 
future  sales.  "From  where  I  sit.  Ticket- 
master  is  a  monopoly  that  will  do  what 
it  takes  to  keep  me  from  enteiing  their 
market,"  says  Tom  Kenan,  president  of 
Fastixx,  a  Portland  (Ore.)  outfit  that 
recently  was  outbid  for  contracts  in  Ta- 
coma  and  Seattle. 

Rosen  sees  it  differently.  "There's 
nothing  wrong  with  being  competitive — 
with  fighting  for  what  you  beheve  in," 
he  says.  "If  I  was  a  football  coach, 
they'd  be  writing  paeans  to  me." 

It  will  take  the  government  or  a  jury 
to  detennine  who  is  right.  Right  now,  a 
Justice  Dept.  task  force  is  in  the  midst 
of  an  antitrust  inquiry.  Sources,  who 
claim  staffers  are  pushing  for  action 
against  Ticketmaster,  say  the  govern- 
ment will  announce  a  decision  in  the 
case  this  summer.  The  Justice  Dept.  de- 
chnes  comment.  But  a  memo  to  clients 
from  Ticketmaster  General  Counsel  Ned 
S.  Goldstein  obtained  by  business  week 
indicates  that  the  company  is  bracing 
for  bad  news.  "We  fi-ankly  cannot  under- 
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maMriiit  easier  to  move 
arefrigeratDrlikethis. 


Today's  sales  environment  is  more  compet- 
itive than  ever  Which  is  why  Whirlpool  armed 
its  field  force  with  the  ultimate  sales  weapon: 
the  Macintosh  PowerBook  computer 

The  reason?  Says  Erv  Barnes,  "After  evalu- 
ating all  the  notebooks  on  the  market,  we  chose 
PowerBook  because  it  was  by  far  the  e;isiest  for 
any  salesperson  to  learn.  Instead  of  becoming 
a  doorstop,  the  PowerBook  is  being  adopted  by 
the  field  with  unbelievable  enthusiasm." 

Salespeople  are  able  to  tap  into  Whirlpool's 
information  base  at  the  home  office  to  get  com- 
petitive information,  pricing,  inventory  data— 
instantly,  during  a  sales  call.  This  way  they  can 
answer  questions  more  quickly  and  accurately, 
make  better-informed  decisions,  appear  more 
professional  and,  ultimately,  close  more  sales. 
Plus,  with  the  built-in  multimedia  capabilities 
of  the  PowerBook  computer,  salespeople  can 
show  videos  and  animations,  making  a  normal 
sales  presentation  more  persuasive  than  ever 

All  of  which  can  give  your  salespeople  a 
new  power  too.  The  power  to  be  more  respon- 
sive, more  [productive,  more  effective. The  power 
of  Macintosh.  The  power  to  be  your  best; 


"Making  the  sale  means  having 
i|  answer  With  this  computer, 
we  can  get  the  information  our 
customers  need,  right  on  the 
spot.  Malting  the  sale  means 


about  a  tool  that's  not  just  giving 


This  is  Whirlpool's  interactive  on-screen  sales  presentation. 
With  it,  salespeople  can  show  video  clips  oi  Whirlpool  com- 
mercials and  product  demonstrations -a  more  dramatic 
and  impactful  way  to  sell  competitive  product  advantages. 


being  persuasive.  By  delivering 


Your  salespeople  want  to  sell,  without  being  confused  by  com- 
plex technology  With  features  like  Apple  guide-which  takes 
users  step-by-step  through  the  Macintosh-Whirlpool's  people 
mastered  ttie  computer  with  minimal  training.  Yours  can  too. 


presentations  on  the  PowerBook, 


we  can  get  our  point  across  with 


enormous  impact.  Combine  this 


with  the  fact  that  it  works  with 


pur  maiiifraines,  Intel-based  PCs 


and  Windows,  and  we're  talking 


The  Macintosh  PowerBook  is  compatible  with  Whirlpool's  PCs 
and  mainframes*  From  any  remote  location,  their  salespeople 

can  effortlessly  tap  into  Whirlpool's  vast  store  of  product 
information -for  immediate  answers  to  customers'  questions. 


To  learn  more  about  how  you  can  arm  yourself- 

and  your  sales  force -with  the  Macintosh 
PowerBook,  call  1-800-332-2932  (ask  for  ext.  100), 

to  receive  the  free  Apple  Mobile  Solutions  kil 


Erv  Barnes  (left), 
Director  of  Information 
Technology,  and 
Ed  Herreiko  (right), 
;ecutlve  Vice  President 
of  Group  Sales,  at 
Whirlpool  Corporation, 
jnton  Harbor,  Michigan 


US  a  competitive  edge.  It's  trans- 


forming the  way  we  do  business." 


Macintosh  PowerBook. 
The  Mobile  Macintosh. 


Apple' 


-Ed  Herreiko 


'  WhirlponI  uses  RemoleWare  frrjm  Xcelleriel.  Iric ,  fnr  access  to  ihe  IBM  mam  frame. 
Pas^orl/or mantosb frnm  Aiiiwilis  for  !BM 3270  lemmi,il  rn:iilul:i'>niiij ix  M^^^ 
Lotus  Dei'ehpmenltMrporaltoti  to  exch(irige  e-mail  belli  n    y.  ■    '      '  n/iulowsemironmertls 
©1995  Apple  Computer.  Inc.  All  ngbls  reserved.  A(<i>h     -  '  nilod}.  PowerBook 

and  "Tie  pou'er  lo  be  your  besl"  are  regislereii  iri^h         ■/        r  mnftuler  Inc 
All  Apple  proiiuds  are  designed  to  be  accessible  to  irtdii  uJuuL  u  nh  iLsiMity  Tb  learn  more 
(US.  only),  call  800-776-2333  or  TDD  800-833-6223 
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stand  what  makes  the  Justice  staff  be- 
lieve that  it  is  a  good  idea  to  engage  in 
social  engineering  on  the  live  entertain- 
ment business,  rather  than  leaving  the 
participants  in  that  business  to  sort  out 
their  relationships  in  accordance  with 
their  perceptions  of  what  is  in  their 
best  interest  and  the  forces  of  the  free 
market,"  wrote  Goldstein. 
RUN  ON  THE  COURTS.  The  feds  aren't 
the  only  ones  giving  Ticketmaster  the 
jitters.  The  New  York  State  Attorney 
General's  office  is  conducting  its  own 
probe,  and  numerous  class  actions  have 
been  filed  agiiinst  the  company  by  consu- 
mers nationwide  charging  price-gouging 
and  anticompetitive  practices.  Fouileen 
of  these  cases  are  now  being  consolidat- 
ed in  federal  court  in  St.  Louis. 

Rivals,  too,  are  heading  to  court.  In 
March,  MovieFone  Inc.,  the  leader  in 
computerized  cinema-ticket  sales,  sued 
Ticketmaster  for  antitiiist  violations.  It 
contends  that  Ticketmaster  illegally 
erected  obstacles  to  squelch  MovieFone's 
plans  to  enter  the  live-event  ticketing 
market  and  to  cripple  its  existing  oper- 
ations. MovieFone  alleges  in  its  com- 
plaint that  Ticketmaster  accjuii'ed  50%  of 
box-office-equipment  supplier  Pacer/CATS 
Inc.  in  1994,  which  had  a  contract  to 


provide  MovieFone  with  essential  hard- 
ware, for  the  sole  pui-pose  of  hampering 
MovieFone's  gi-owth. 

According  to  the  complaint,  Movie- 
Fone also  alleges  that  Ticketmaster 
sought  to  disrupt  MovieFone's  initial 
public  offering  in  1994  by  telling 
the  company's  investment  bank- 
ers at  Alex.  Brown  &  Sons  Inc. 
and  Salomon  Brothers  Inc.  that 
they  would  be  removed  fi'om  a 
"short  list"  of  bankei-s  considered 
foi'  a  future  IPO  being  considered 
by  Ticketmaster  if  they  continued 
to  work  for  MovieFone.  "This  be- 
came the  story  of  our  IPO,"  says 
MovieFone  ceo  Andrew  R.  Ja- 
recki,  who  contends  that  Ticket- 
master's  meddling  delayed  his 
stock  offering  and  made  it  more 
costly.  7\Jex.  Brown  and  Salomon 
decline  comment. 

Ticketmaster  denies  it  used 
strong-aiTn  tactics  with  the  bank- 
ei-s.  Moreover,  it  says  MovieFone 
is  using  the  litigation  to  prevent 
Ticketmaster  ft"om  expanding  its 
movie-ticket  business.  "Their 
claim  is  completely  vrithout  mer- 
it," says  BaiTon.  "They're  making 
this  stuff  up." 


Still,  Ticketmaster  has  shown  ths 
isn't  afraid  to  take  on  its  most  arc 
foes.  The  company  sued  for  libel  J, 
Francisco  plaintiff  lawyer  Joseph  M, 
ioto,  who  had  filed  a  class  action  aga 
Ticketmaster  in  Califomia  in  1992. 
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not  easxj  improving  ^^leneagfles^- 
<5o  were  alwaus  improvincf  our  qiuests. 


Even  with  8oo  acres  of  spectacular  country- 
side, it's  hard  finding  room  for  improvement 
at  Cleneagles. 

Not  that  we  ever  stop  trying. 

In  recent  years  we've  opened  The  Golf 
Academy,  a  falconry  school  and  an  ofJ-road 
driving  school. 

At  The  Golf  Academy,  PCA  professionals 
offer  expert  tuition  and  advice,  using  the  latest 
video  aids  and  computers  to  iron  out  any  faults 
your  game. 


Next,  why  not  try  your  hand  at  falconry, 
the  ancient  sport  of  kings. 

The  glens  are  the  perfect  setting  for  beginners 
and  experts  alike. 

Or  fly  downhill  in  a  four  wheel  drive  vehicle. 
Our  experienced  instructors  will  show  you  how. 

Havino  mastered  these  skills,  our  ouests 
can  think  of  only  one  improvement.  A  longer  stay. 

Call  toll  free  for  further  details 
(1-800)  11  ^6800,  or  (1-800)  6i88qig, 
or  call  your  travel  agent.  "^^'Tp^uMkctd.mM 
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(uoted  in  Tlie  Ronton  Globe  charg- 
le  company  with  bribeiy.  The  case, 
n  Massachusetts,  was  thrown  out 
.  In  the  final  review,  the  appellate 
questioned  Ticketmaster's  motives 
ing  the  suit  in  a  place  where  nei- 
;he  plaintiff  nor  the  defendant  re- 
Ajid  it  stated  that  evi- 
'  could  suggest  that 


Ticketmaster  "filed  suit  primarily  to  re- 
taliate against  Alioto's  role  in  the  Cali- 
fornia litigation  rather  than  to  right  an 
independent  wrong."  Rosen  says  the 
company  was  merely  defending  itself 
against  a  scurrilous  accusation. 

Ticketmaster  seems  to  be  doing  a  lot 
of  defensive  work 
these  days — and  it's 
taking  its  toll.  Last 
year,  Ticketmaster 
lost  the  coveted  con- 
tract to  sell  tickets 
to  the  1996  Olympics 
in  Atlanta — in  part, 
acknowledges  Rosen, 
because  Ticketmas- 
ter was  too  preoccu- 
pied with  Justice 
Dept.  inquiries  to  re- 
spond to  those  made 
by  the  Atlanta  Com- 
mittee for  the  Olym- 
pic Games  (acog). 
"It  may  have  been 
Ticketmaster's  con- 
tract to  lose,  but 
they  lost  it,"  says  an 
ACOG  source  familiar 
with  the  ticketing 
program.  "Ticket- 
master  did  not  dem- 
onstrate to  us  that 
they  could  do  what 
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was  needed  to  be  done  at  a  price  we 
could  afford."  Instead,  Milwaukee-based 
Protix,  who  Hnked  up  with  an  IBM  unit, 
won  the  estimated  $30  million  contract. 

While  the  Olympics  fumble  is  a  big 
loss,  Ticketmaster  is  looking  ahead  to 
new  ventures.  The  company  is  talking  to 
Qvc,  MTV,  and  the  Home  Shopping  Net- 
work about  starting  a  home-shopping 
channel  to  sell  merchandise  tied  to  rock 
concerts  and  theater  shows.  This  sum- 
mer, Ticketmaster  vAW  begin  selUng  air- 
line tickets  through  a  deal  with  Reno 
Air  Inc.  In  January,  the  ticket  vendor 
will  launch  Live!,  a  consumer  magazine 
about  the  live-entertainment  industry. 
CYBERTIX.  And,  with  Tribune  Co.,  own- 
er of  the  Chicago  Cubs,  Ticketmaster 
is  selling  4,400  tickets  a  month  online 
through  a  test  project  with  America 
Online  Inc.  Allen's  online  venture.  Star- 
wave,  helped  Ticketmaster  launch  a  web 
site  that  offer's  information  about  up- 
coming per-fomiances. 

Rosen  wants  to  r-educe  the  compa- 
ny's dependence  on  ticket  sales,  which 
make  up  95%  of  r-evenue.  That's  partic- 
ularly true  as  competitor's  start  to  move 
in  on  Ticketmaster-'s  turf.  Giants  Sony 
Cor-p.  and  Blockbuster  Entertainment 
Gr-oup  have  teamed  up  to  enter  the  tick- 
eting industry.  And  a  smaller  rival,  etm 
Entertainment  Network,  a  startup  in 
Costa  Mesa,  Calif.,  is  promoting  better 
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0-13-125592-4/ 180 pp. /$l9ys 
Analyze  the  negotiating  situation  and 
create  a  plan  ...  organize  your  team  tor 
effectiveness ...  gain  and  maintain 
control ...  close  the  deal — here's  how. 
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this  work  a  real  eye-opener. 
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YOU  KNOW  HOW  YOUR 
STOCKS  ARE  DOING. 

WHAT ABOUT 
YOUR  BONDS? 

There  aren't  "municipal  bond  pages"  like  there  are  "stock  pages" 

So  how  do  you  know  if  the  value  of  your  municipal  bonds  has  changed? 

Call  Standard  &  Poor's/PSA  Municipal  Bond  Service,  1  -800-BOND-INFO 
(1-800-266-3463),  during  business  hours. 

For  only  $9.95,  you  can  get  25  benchmark  price  quotes  on  outstanding 
bonds,  and  their  current  credit  ratings. 

We'll  be  able  to  help  you  faster  if  you  know  the  bond's  name,  the  issuer's 
name,  the  date  of  issuance,  as  well  as  the  interest  rate  and  maturity  date. 

There's  no  other  service  like  this  for  bond  values  -  on  the  spot. 

Call.  Shouldn't  you  be  tracking  your  municipal  bonds  like  you  track  your  stocks? 
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"The  online  service  greatly  enhances  an  already 
great  magazine." 


Stevegest8@aol.com 


"I  have  just  discovered  BusinessWeek  on  America 
Online  (Keyvy^ord:  BW)  and  think  it's  incredible!  The 
color  and  graphics  are  very  energetic  and  lively  and 

\    the  navigating  through  BW  Online  is  easier  than 

\  anything  I  have  ever  used  before." 

To  plug  into  Buiiness  Week  Online,  call  1-800-641-4848  for  a  trial 
diskette,  including  10  free  hours  on  AOL.  For  more  Information 
or  for  advertising  opportunities,  contact  Cara  Erickson,Vice 
President,  at  212-51 2-4 1 23  or  at  CaraEBW@aol.com. 
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service,  lower  prices,  and  superior  te 
nology.  For  its  first  and  only  die 
Pearl  Jam,  etm  charges  ticket  buyer 
$2  service  fee.  Says  etm  co-founder 
chael  H.  Green,  who  won't  use  exciu; 
contracts:  "If  you  allow  exclusives, 
quality  of  youi-  service  or  system  doe 
matter  It  only  matters  how  big  a  ch( 
you  can  write." 

Rivals  say  their  only  chance  to  b 
Ticketmaster  will  be  through  technol' 
ical  innovation,  etm  boasts  a  netwo 
of  6,000  interactive  voice-response  lir 
and  a  novel  system  using  bar  codes 
detect  counterfeit  tickets.  Ticketmas 
says  it  can  manage  only  5,000  calls 
multaneously,  via  live  operator.  Buty 
adds,  it  outperforms  livals  with  proce 
ing  technology  that  can  mail  out  up 
100,000  tickets  an  hour  and  mainta 
an  unparalleled  distribution  network. 

Ticketmaster  clients  certainly  are 


'From  where  I  sit, 
Ticketmaster  is  a 
monopoly,'  says  Tom 
Kenan  of  Fastixx 


complaining.  They  say  the  exclusiv  fi 
are  the  only  way  to  maintain  quali 
control.  A  consortium  of  venue  ownt 
has  hired  counsel  to  argue  to  the  Just  t 
Dept.  on  Ticketmaster's  behalf.  The 
position:  Using  different  ticketing  serv 
es  "becomes  confusing  to  the  consum 
and  to  the  advertiser,"  says  Joel  Fish 
vice-president  for  business  and  cons 
mer  sales  at  Madison  Square  Gardt 
Adds  Jack  Boyle,  chainnan  of  Cell 
Door  Productions,  the  largest  conce 
promoter:  "With  Ticketmaster,  I  knc  li 
the  tickets  will  be  sold  legitimately,  aj 
I'll  get  paid." 

Still,  outside  its  circle  of  partners  ai 
clients,  Ticketmaster  and  its  hard-nosi 
CEO  seem  to  have  few  admirers 
growing  cacb'e  of  plaintiff  lawyers,  Ali 
to  among  them,  is  out  for  blood.  Grou 
such  as  Consumer's  Against  Unfair  He 
eting  are  boycotting  the  company  aj 
pushing  regional  initiatives  to  cut  S€ 
vice  fees.  And  increasingly,  performe 
demand  greater  control  over  ticket  pri 
es  and  a  gi-eater  share  of  the  proceed 
All  this  has  catapulted  the  company 
self — instead  of  its  shows — into  the  s] 
light.  But  this  is  one  show  Ticketmas 
hopes  no  one  will  Une  up  to  see. 

By  Linda  Himelstein  in  New  Yb^| 
and  Ronald  Grover  in  Los  Angel 
with  bureau  reports 
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une  27-28,  1995  Presented  in  association  with: 

VlcGraw^-Hill  World  Headquarters 
ilockefeller  Center 
^ew  York,  New  York 


/MicrOi^ge 

INFOSYSTEMS  SERVICES 


mth  the  support  of:  DIGITAL  EQUIPMENT  CORPORATION, 

Apple  Computer,  Banyan  Systems,  Hewlett-Packard,  NEC  Technologies 

Featured  speakers:      Dr.  Richard  Nolan,  Professor  of  Business  Administration,  Harvard  Business  School 

Dr.  Robert  Johansen,  Director,  Emerging  Technologies  Program,  Institute  For  The  Future 
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BREAKFAST  CEREAL 


A  FROOT  LOOP  BY 
ANY  OTHER  NAME . . . 

Ralcorp's  private-label  cereals  are  gobbling  market  share 


As  golden  puffs  of  com  tumble  out 
of  an  industrial  oven,  Ralcoip  CEO 
Richard  A.  Pearce  gi'abs  a  warm 
sample.  They  look  like  KLx,  one  of 
General  Mills  Inc.'s  top  brands.  They 
taste  like  Kix — sweet  on  the  outside, 
savoiy  inside.  But  they  sure  don't  sell 
like  KLx — at  least  not  yet. 

With  prices  as  high  as  $5  for  a  20- 
oiuice  box,  name-bi-and  cereals  have  long 
been  an  obvious  tai'get  for  piivate-label 
manufacturers.  Yet  the  supeiTnai'ket  ce- 
real aisle  remains  a  stronghold  of  na- 
tional brands.  Ralcorp  Holdings  Inc.,  a 
recent  Ralston  Purina  Co.  spin-off  that 
dominates  the  store-brand  business,  sells 
its  knockoffs  for  nearly  $1  a  box  less 
than  their  branded  counterparts — the 
widest  "gouge  gap"  in  the  gi'oceiy  trade. 
And  since  cereal  is  cheap  to  make,  the 
knockoffs  can  stUl  offer  retailei-s  as  much 
as  twice  the  profits  of  branded  cereals. 
Yet  private  labels  account  for  just  6%  of 
cereal  sales,  half  the  share  of  private-la- 
bel gi'oceries  as  a  whole.  The  reason: 
Private-label  cereal  makers  have  lacked 
the  skill  and  wherewithal  to  sit  at  the 
same  table  as  Kellogg  Co.  and  Mills.  In 
quality,  packaging,  and  mai'keting  clout, 
the  breakfast  kings  have  eaten  the  lunch 
of  their  private-label  rivals. 

That's  finally  changing.  Last  yeai',  pri- 
vate-label cereal  gi'owth  averaged  8%, 
while  branded  cereals  gi-ew  3%.  And 
analysts  expect  even  more  private-la- 


bel growth  as  the  aggressive  Ralcoi^p 
poui's  on  new  products.  This  isn't  just 
generic  cereal:  Ralcorp  cheerfully  du- 
plicates national  brands — usually  slap- 
ping a  retailer's  name  on  the  boxes  to 
make  them  store  brands.  Pearce  plans 
to  launch  as  many  as  four  new  knockoffs 
a  yeai;  aiining  at  Shredded  Wheat,  Ttix, 
and  a  dozen  other  major  brands  that 
lack  store-brand  counterparts.  His  up- 
stait  stable  of  challengers,  such  as  Nut- 
ty Nuggets  (a  knockoff  of  Post  Grape 
Nuts)  and  Apple  Dapples  (a  Kellogg's 
Apple  Jacks  wannabe),  will  eventually 
double  their  share  of  the  cereal  cate- 
gory, Pearce  predicts.  "The  cereal  aisle 
is  going  to  look  different,"  he  vows  be- 
tween bites  at  his  Sparks  (Nev.)  plant. 
MIXED  BAG.  Skeptics  abound — especially 
on  Wall  Street,  where  Pearce  tried  to 
sell  investors  on  the  bilhon-dollai-  Ral- 
coip  spin-off  last  year  Analysts  suspect- 
ed Ralston's  cagey  chauinan,  William  P. 
Stiiitz  of  unloading  a  bunch  of  losers. 
Cereal  accounts  for  70%  of  operating 
profits,  but  Ralcoip  inherited  other  dis- 
parate businesses  from  Ralston:  private- 
label  crackers,  Beech-Nut  baby  foods, 
and  a  pair  of  ski  resorts.  Pearce 's  plain- 
spoken,  regulai'-guy  persona  made  for  a 
tedious  road  show.  To  top  it  off,  Ral- 
corp  canied  $380  million  in  debt,  69%  of 
its  capitalization,  prompting  Moody's  In- 
vestors Sei-vice  to  slajj  it  with  a  below- 
in vestment-grade  rating.  The  stock 


opened  at  $15  per  share  in  April,  IM 
then  sank  to  $13.50  two  weeks  latei 

Still,  Pearce  had  plenty  of  roortt 
make  improvements.  He  cut  costs  ir 
boosted  efficiency  by  replacing  comp 
owned  warehouses  with  third-party  > 
tribution.  He  eUminated  a  direct  Sfe 
force  in  favor  of  brokers  who  have  r.p 
clout  with  big  retail  accounts.  Anc 
outsourced  computer  systems,  inte 
audits,  and  tax  accounting.  Ralcorp't 
suits  surprised  the  skeptics.  Over 
six  months  ended  Mar.  31,  food  pr 
soai'ed  from  $33.9  million  to  $51.6 
Hon.  And  the  stock  has  nearly  dual 
trading  at  24i4  as  of  June  13. 

To  make  his  imitations  even  ni 
sincere  fonns  of  flattery,  Pearce  \i 
vesting  in  new  plant  technology  . 
will  help  Ralcoip  more  exactly  copy 
brands.  And  packaging  is  grovring  s 
er.  Duplicating  big-name  cereal  hranc 
legal  because  they're  made  with  s 
dard,  nonproprietaiy  manufactming 
cesses.  But  trademarks  and  names 
protected,  and  disputes  over  promol 
a!  claims  occasionally  ci"op  up:  Gen 
Mills  won  a  1992  administrative  < 
against  Malt-O-Meal  Co.  over  adve 
ing  that  compai'ed  the  No.  2  privati 
bel  maker's  Toasty  O's  to  Cheerios. 

A  bigger  wony  for  private-label 
reals  is  the  possibility  of  a  Froot  Li; 
Friday.  After  all,  tlie  last  time  gent 
exploited  such  a  vast  price  advant 
the  brand-name  leader — in  that  cu 
Philip  Moms  Cos. — retaliated  by  slasn 
the  price  of  its  No.  1  brand,  Marlt  ■ 
Could  flakes,  pops,  and  puffs  go  the  c 
of  smokes? 

Most  analysts  say  no — perhaps  x 
cause  Peai-ce's  success  hardly  has  br, 
ed  makers  quaking.  General  Mills  p 
Stephen  W.  Sanger  says  private-l{« 
gi'owth  will  slow,  because  Ralcorp  ft 
others  have  afready  copied  all  theP 
lucrative  brands.  As  the  knockoffs  rii 
ic  smaller  brands,  "the  law  of  dimii  il' 
ing  returns  will  cause  retailers  t(j  qn 


A  sincere  form  of  flattery? 


Cheerios 


Ralcorp's  packaging  apes  that  of  the  name-brand  I 
cereals,  and  it  tries  to  make  the  taste  indistinguishablj 
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Features  And  Reliability  z-noteflex. 


IWantltMl. 


You  Got  it 


Power  

High-speed  processors  to  lOOMHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  700-1-  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  5  hours  of  battery  life* 

Features  

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-ll  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW multimedia  accessory 
unit  with  double-speed  5,25"CD-ROM 
drive 

Reliability  

PC  Tools  '  anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  sitei 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions  Z-NOTEFLEX!"  It's 
what  you  want  in  a  notebook 

1-800-289-1279  Ext.  5178 

http://www.zds, com 


MS  Zenith  Data  Systems  Corporation  Zenith  Data  Systems  Is  a  Bull  company  Z-NOTEFLtK,  FLEASHOW,  FLEXDOCK  and  "Make  The  Connection"  are  trademarks  o(  Zenith  Data  Systems  Corporation  InlelDXJ 
and  the  Intel  Inside  logo  is  a  ree'stercd  trademark  ol  Intel  Corporation  PC  Tools  is  a  trademark  ot  Central  Point  SolTware,  Inc  'Figure  based  on  two-batte(>  conhgutanon  Battery  lite  depends  on  applications 
atiagement  leatures  selected  and  peripherals  attached.  "Optional  accessories  tAddilional  Typcl.  Type.ll  and  Type-Ill  PCMCIA  slots  are  available  with  optional  modules.  Specllicatlons  are  subject  to  change. 
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Make  The  Connection 
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In  other  words,  people  like  you.  P 
who  need  more  time.  And  fewer  heada 
Microsoft*  Mai!  lets  you  do  more,  while  i 
you  connected,  whether  you're  down  t 
hall  or  down  under  on  business.  No  woi 
Microsoft  Mail  is  the  best-selling  LAN 
mail  product  in  the  world. 

For  a  start,  Microsoft  Mail  works  per 
with  what  you  already  have.  Whether  yc 
Windows*  95,  Windows  NTT"  MS-DOSf 
Mac,*^  or  OS/2?  And  you  can  send  mail  w 
exiting  the  applications  you're  working  ii 
send  faxes  right  from  your  word  procei 
Whether  you're  in  Microsoft  Word,  Mic 
Excel,  Lotus*  1-2-3*  or  WordPerfect? 
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In  Canada.  c:ill  (fJOO)  563-9048.  ©1995  Microsoft  Corporation.  All  rights  reserved  Microsoft  and  MS-OOS  are  registered  trademarks  and  Windows,  Windows  NT  and  Where  do  you  want  to  g 
are  trademarks  of  Microsoft  Corporation.  Lotus  and  1-2-3  are  registered  trademarks  of  Locus  Development  Corporation.  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corpi 
Mac  is  a  registei  i  i  n      mark  of  Apple  Computer,  Inc  OS/2  is  a  registered  trademark  of  mtemational  Business  Machines  Corporation. 
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IV////  Mail  Remote, 
you  (Ion  V  need  to  be  in 
your  office  to  keep  in  touch. 
And-  with  wireless  service, 
you  don  V  even  need 
to  be  near  a  phone. 
You  can  log  in  anywhere. 


can  Microsoft  Mail  save  you  time? 
.mart,  sensible  symbols  and  online  help 
s  learning  to  send  and  receive  mail 
^  messages  that  include  graphs,  pictures 
d.  You  can  save  even  more  time  by 
atures  that  are  just  as  easy  to  use  as 
;  Schedule+,  the  best-selling  scheduler 
ows.  It  helps  you  manage  your  calendar 
nds  you  of  meetings  and  deadlines.  It 
ws  you  when  everyone  is  free.  So  you 
Jule  meetings  without  a  lot  of  legwork. 
t  electronic  forms  let  you  speed 
reports,  vacation  requests  and  other 
It  forms  through  your  office  at  the 
light.  And  with  electronic  forms  you 
:  them  easily. 

y,  with  Mail  Remote  you  can  stay  con- 
nd  work  just  like  you  do  in  your  office 
j're  on  the  road.  Not  only  that,  it  can 

you  money.  Just  read  the  important 
i,  then  let  Mail  Remote  respond  auto- 

when  transmission  rates  are  lowest. 


No  other  mail  system  is  easier  to  use  or 
easier  for  your  IS  people  to  administer.  Or 
engineered  like  Microsoft  Mail  to  take  advantage 
of  new  information  exchange  technologies.  To  find 
out  more,  just  add  one  more  thing  to  your 
to-do  list:  Call  (800)  871-3271,  Dept.  QTW,  and 
ask  for  our  free  Microsoft  Mail  information  kit. 


Highly  Integrated  with 
Microsoft  Office 

Easy  to  Add  Fax  and 
Internet  Connectivity 

Easy  to  Install  and 
Easy  to  Administer 


Microsoft 


WHERE  DO  YOU  WANT  TO  GO  TODAY? 


Marketing 


tion  the  value  of  additional  private  la- 
bel," Sanger  told  analysts  in  April.  And 
the  big  brands  are  giving  the  knockoffs 
less  of  a  window:  Kellogg,  Mills,  Kraft 
Food's  Post,  and  Quaker  Oats  Co.  have 
reined  in  price  liikes  recently,  naiTowing 
the  gap  between  private-label  and 
branded  cereals  from  $1.05  per  box  at 
the  peak  in  1993  to  about  95(2  today, 
counting  the  impact  of  coupons. 

Still,  retailers  seem  to  have  a  healthy 
appetite  for  store-brand  cereal  and  its 
sweet  profit  margins.  Private-label  ce- 
real "hasn't  come  close  to  its  potential," 
declares  Curt  A.  Lerew,  senior  vice- 
president  at  Fred  Meyer  Inc.,  a  $3.2 
billion  Pacific  Northwest  supermarket 
chain.  Lerew  recently  devoted  20% 
more  shelf  space  to  cereal,  giving  most 
of  it  to  his  store  brands  and  promoting 
them  heavily.  The  result:  Private  labels 
account  for  more  than  10%  of  cereal 
sales  at  his  103  stores. 
A  GLEAMING  EYE.  Unlike  the  highly  pro- 
moted introductions  of  cereal  brands, 
private  labels  tend  to  build  slowly,  as 
cautious  retailers  add  them  to  the 
shelves  one  by  one.  So  while  Pearce 
encroaches  on  the  name  brands'  turf, 
he  will  need  more  profits  from  his  pri- 
vate-label crackers  and  Beech-Nut  baby 
foods.  He  plans  to  beef  up  Ralcorp's 
small  branded-cereal  business — Chex 
and  Cookie  Crisp — with  a  new  premi- 
um-priced brand.  And  Pearce  says  that 
he  is  looking  for  food-industiy  acquisi- 
tions, getting  a  gleam  in  his  eye  at  the 
mention  of  privately  held  Malt-O-Meal. 

But  Ralcoip  could  also  be  the  quany. 
"If  they  don't  do  something  great, 
they'll  probably  be  taken  over,"  declares 
Trisha  L.  Reopelle  of  the  Wisconsin  In- 
vestment Board,  Ralcorp's  third-largest 
stockholder.  Pearce  concedes  that  Quak- 
er would  be  a  logical  buyer,  but  mean- 
time he's  investing  for  the  long  tenn — 
and  munching  handfuls  of  his  new  Kix 
knockoff.  Silly  Spheres.  Time  will  tell 
if  he's  been  eating  too  many  of  them. 

By  Greg  Barvs  in  Sparks,  Nev. 

A  CEREAL  STORY 
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DA!A  iANFORD  C.  BERNSTEIN  &  CO., 
INfORMf^lON  RESOURCES  INC. 


HOW  ABOUT 
SUGAR-FROSTED  SUGAR? 


Ralcorp  Holdings 
Inc.  is  setting  itself 
a  modest  goal.  It's 
not  trying  to  make  a 
better  Cheerio,  or 
Cocoa  Puff,  or  Grape 
Nut — ^just  one  that's  in- 
distingidshable  from 
the  original.  To  see  how 
well  it  succeeds  in  its 
quest  to  create  a  par- 
allel universe  of  break- 
fast cereals,  business 
WEEK  conducted  a  high- 
ly unscientific  blind 
tasting  among  some  of 
the  nation's  most  dis- 
criminating cereal  eaters:  15  kids 
aged  4  to  12,  all  volunteers  fi-om  a 
Harlem  after-school  program.  When  it 
comes  to  crunch,  this  is  where  the 
nibber  meets  the  road. 

We  asked  our  experts  to  compare 
three  Ralcoi-p  knockoffs  -with  the 
branded  originals.  The  results  might 
give  cereal  makers  on  all  levels  of  the 
gi"oceiy-store  shelf  food  foi'  thought. 
DAMNING  VERDICT.  First  came  com- 
flakes,  and  here,  Ralcoip  succeeded  in 
matching  the  national 
brand — for  what  that's 
worth.  Our  tastei-s  were 
unenthusiastic  about 
both  vei-sions,  even  af- 
ter we  broke  out  sugar 
to  sprinkle  on  top.  "It 
tastes  like  the  bark  of  a 
tree,"  said  12-yeai-old 
Franklin  Felix  of  Ral- 
corp's vei*sion.  But  he 
didn't  like  KeUogg  Co.'s 
classic  cornflake  any 
better.  "It  tastes  like 
cookies  without  sugar," 
was  his  damning  ver- 
dict. Most  othere  could- 
n't detect  much  difference  either, 
though  the  ersatz  flake  appeared 
slightly  smaller  and  more  fragile. 

Froot  Loops  fared  much  better, 
love  it!"  exclaimed  Naeemah  Rose, 
age  9'/',  after  sampling  the  original. 
And  with  a  sugar  content  of  14  grams 
per  one-cup  sei-ving  for  the  Kellogg 
prototype,  it's  not  hard  to  see  why. 
Our  experts  had  little  trouble  telling 
apart  the  two  versions  of  sticky,  gar- 
ishly colored  rings — but  happily  for 


"Like  the  bark 
of  a  tree." 
"Worse  than 
wheat  bread." 
This  was  one 
tough  room 


'I 


Ralcorp,  its  Fruit  Rings  were  pre- 
fen-ed  by  most.  Ralcoi-p's  secret?  It  i 
heaps  an  astonishing  16  grams  of  sug 
ar  into  a  one-cup  serving.  "It's  better: 
than  the  first  one,"  said  Naeemah.  "It 
tastes  sweeter." 

Our  panel  finished  up  with  a  few 
quick  spoonfuls  of  Cheerios,  the 
mighty  General  Mills  Inc.  brand.  Ono: 
again,  our  tasters  had  no  trouble  tell- 
ing the  two  cereals  apart,  this  time  , 
before  they  tasted  a  single  "0."  The  \ 
Mills  breakfast  standai-* 
is  the  result  of  an  ex-  I 
pensive  "gun-puffing"  i 
process  that  Ralcorp  j 
simply  cannot  match 
with  its  existing  equip- 
ment. As  a  result,  no  j 
one  would  mistake  a  I 
whiter,  lighter,  less  unii 
form  Tasteeo  for  one 
Big  G's  little  Os.  But  ! 
appearances  weren't  j 
what  bothered  our  ex-  i 
perts.  Most  disliked  th(j 
Mills  classic  only  a  bit  | 
less  than  they  disliked  j 
the  Ralcorp  copy.  "It  i 
tastes  like  wheat  bread,  and  they  | 
need  more  sugai*,"  said  Whitney  Pat-' 
terson,  age  8,  after  tasting  Cheerios. 
Her  comment  on  the  Ralcorp  sample' 
"Woi-se  than  wheat  bread." 

Based  on  om-  research,  cereal  mak-^ 
el's  can  save  themselves  a  lot  of  trou- 
ble. Forget  fancy  shapes  and  colors. 
Don't  worry  about  dreaming  up  a  sill; 
name  or  a  cartoon  character  to  adorn 
the  box.  Just  don't  stint  on  the  sugar. 
By  Mary  Kuntz  in  New  Yor 
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Scanning  it  was  easy. 
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Introducing 
HP  ScanJet  Scanners 

They're  simple  to  set  up.  Even  simpler 
to  operate.  And  with  software  that 
makes  scanning  more  automatic, 
using  HP  ScanJet  scanners  has  never 
been  easier  The  new  HP  ScanJet  3c 
now  offers  internal  30-bit  color  at 
2400-dpi  enhanced  resolution  (600- 
dpi  optical),  and  also  includes  free 
Corel  PHOTO-PAINT  for  PCs.'  The 
HP  ScanJet  3p  delivers  1200-dpi 
enhanced  resolution  (300-dpi  optical). 
Both  come  with  OCR  software.  For 
more  infomiation,  call  1-800-SCANJEX 
Ext.  9232.^ 


Grayscale 
Now  only  $399 


 \ 


Color- $1,179 


The  easiest  thing 
you'll  do  all  day. 


'For  Macs,  free  Adobe  Pholoshop  LE  '"  Suggested  US.  lisl  pnces  'In  Canada,  call  180(1  :»T 
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Wlil\  HEWLETT® 
WlrM  PACKARD 


New 
temperature 
dependent- 
rear  window 
defroster. 


New 

rear  armrest 
can  be 

tilted  down 
to  use 
ski-bag. 


neaaroom 
increased. 


Electronic  Damping  Control 
improves  passenger  ride  and 
vehicle  stability. 
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LOOK  WHO'S  TALKING 
TO  NEWT 

The  Speaker  pays  close  attention  to  a  little-known  cadre  of  entrepreneurs 


Dawn  had  just  broken  over  the 
Washington  Monument  when 
Newt  Gingiich,  then  House  Mi- 
nority Whip,  and  Golden  Rule  In- 
surance Chief  Executive  J.  Patrick  Roo- 
ney  rambled  by  on  a  "power  walk"  in 
1992.  As  they  stepped  swiftly  along, 
Rooney  talked  about  a  scholarship  pro- 
gi'am  he  had  created  for  inner-city  chil- 
dren. He  also  plugged  a  new  product — 
the  medical  savings  account — desigiied 
to  lower  health-care  costs.  Individuals 
would  contribute  to  the  plan  and  be  en- 
couraged to  hold  down  medical  expendi- 
tures because  they  could  get  back  any 
unused  balances  at  yearend. 

Three  years  later,  the  Republicans 
have  gained  control  of  Congi'ess,  Repre- 
sentative Gingi'ich  (R-Ga.)  has  become 


House  Speaker — and  Rooney  suddenly 
finds  himself  cast  in  an  unlikely  role  as 
one  of  the  most  influential  corporate 
chieftains  in  Washington.  Rooney  and 
his  ideas  are  often  cited  by  Gingrich 
and  Representative  Bill  Archer  (R-Tex.), 
chairman  of  the  House  Ways  &  Means 
Committee.  And  his  medical  savings  ac- 
coimt  and  school  initiatives  ai'e  now  pait 
of  the  GOP  legislative  agenda.  Both  pro- 
posals are  pending  before  committees. 
"He  took  my  ideas  and  ran  with  them," 
67-year-old  Rooney  beams. 

Rooney  is  typical  of  the  largely  un- 
known cadre  of  CEOs  Gingrich  has 
tapped  for  advice  in  crafting  key  compo- 
nents of  the  GOP  agenda,  from  regulato- 
ry relief  and  tax  policy  to  welfare  and 
health-care  reform.  Some,  such  as  Roo- 


Newt's  Corporate  Kitchen  Cabinet 


ney  and  Richard  M.  Scrushy,  CEC  ^ 
Healthsouth  Rehabilitation  Corp. 
Birmingham,  Ala.,  ai'e  longtime  Ging  "T" 
supporters.  Others,  including  ceo  I  >^ 
man  Cain  of  Omaha-based  Godfath 
Pizza  Inc.  and  James  S.  Heir,  CECi™ 
Herr  Foods  Inc.  of  Nottingham, 
have  only  recently  come  to  Gingril 
attention  as  he  trolls  for  i-e volution 
ideas.  "What  I'm  doing  now  is  aln  ^'■[ 
like  fishing,"  Gingrich  said  in  a  Maj 
interview  with  BUSINESS  WEEK,  "'V^^'-- 
keep  the  ones  that  sound  right." 

While  the  impact  of  their  legislaf^^'^ 
counsel  is  just  being  felt,  the  ris  ^'^ 
prominence  of  Gingrich's  corpoi 
Kitchen  Cabinet  has  already  shaker, 
the  pecking  order  within  the  Belt\P' 
The  traditional  business  elite,  domin»fsts 

 -"Stt 
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HERMAN  CAIN  CEO  of  $250  million 
Godfather's  Pizza  chain  has  helped 
shape  House  Republicans'  welfare-reform 
plan  that  would  place  a  two-year  limit  on 
cash  benefits.  Wants  to  hold  down 
health-care  costs  for  small  businesses 
such  as  his  Omaha-based  company. 

J.  PATRICK  ROONEY  Head  of  family- 
owned  Golden  Rule  Insurance,  a  $1.2 
billion  Indianapolis  insurer,  inspired 
OOP's  "medical  savings  account,"  a  tax- 
deductible  savings  plan  to  allow  in- 
dividuals to  set  aside  money  for 
future  medical  costs.  Created 
model  for  Gingrich's  "school 
choice"  initiative. 

RICHARD  SCRUSHY  Chair 
man  of  Healthsouth  in 
Birmingham,  Ala.,  a  $1.5 
billion  company  that  pro- 
vides rehabilitation  ser- 
vices, counsels  Gingrich 
on  ways  to  create  in- 
centives to  hold  down 
health  costs  by  using 
new  technologies. 


JAMES  HERR  A  prominent  voice  on 
government  deregulation.  Founder  and 
CEO  of  Herr  Foods,  a  $100  million 
snack-food  company  in  Notting- 
A     ham,  Pa.,  he  helped  shape  the 
m    GOP's  revision  of  federal  clean- 
L    water  rules,  including  a 
JjL      requirement  for  cost-benefit 
analysis  of  regulations. 

^       DICK  DEVOS  President  of  Am- 
way,  the  $5  billion  direct-sales 
giant  based  in  Ada,  Mich., 
he  weighs  in  on  a  wide 
range  of  conservative 
issues,  particularly 
tax  reform  and 
deregulation. 


ROONEY:  "HE  TOOK  MY 
IDEAS  AND  RAN  WITH  THEW 
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HERR:  AN 
OUTSPOKEN 
CRITIC  OF 
ENVIRONMENTAL 
REGULATIONS 


DEVOS:  ADVISES  THE 
SPEAKER  ON  TAX  POLICY 


itti: 


panding  it  into  a  $100  million  regional 
business.  Hen*,  70,  says  environmental 
regulations  and  bureaucratic  delays  sty- 
mied his  efforts  to  build  a  new  ware- 
house in  1989.  It  took  two  years  to  meet 
all  the  federal  requirements,  he  says. 
Recalling  how  his  young  company  bat- 
tled back  from  a  fii'e  that  destroyed  its 
headquarters  in  1951,  Heir  says:  "If  the 
1989  regulations  had  been  in  place  in 
1951,  we  would  never  have  been  able  to 
hold  oui"  customers  and  stall  up  again." 


Wall  Street  and  Rust  Belt  indus- 
s,  now  shares  the  limelight  with  a 
/  of  corporate  newcomers  to  the  cap- 
.  They  include  small  and  medium- 
companies,  and  a  smattering  of  big 
s,  that  are  often  privately  held  and 
ded  by  entrepreneui's  who  chafe  un- 
the  yoke  of  federal  regulation. 
•NT  LINES.  Gingrich's  reliance  on 
56  new  faces  doesn't  mean  he  dis- 
is  old-line  corporate  titans.  As  he 
:s  for  ways  to  shrink  government, 
Speaker  says,  he  has  met 
1  more  than  20  CEOs,  from 
a  F.  Welch  of  General  Elec- 
Co.  to  John  W.  Snow  of  csx 
p.,  who  have  transformed 
bureaucracies.  "He  wants  to 
w  how  many  of  the  lessons 
oi-porate  downsizing,  right- 
ig,  and  reengineering  are  di- 
ly  applicable  to  the  federal 
emment,"  says  Snow.  Ging- 
also  scouts  out  Big  Busi- 
i  leaders  who  have  adapted 
he  global  market.  A  case  in 
it:  Ford  Motor  Co.,  which 
meed  its  worldwide  compet- 
eness  while  trimming  its 
kforce.  "He's  particularly 
rested  in  our  emphasis  on 
lity  and  teamwork  over  the 
decade  or  so,"  says  Ford 
Alexander  J.  Trotman. 
till,  as  he  champions  the 
rests  of  Main  Street  over 
1  Street  in  fashioning  the 
vt  World  Order,  Gingi-ich  is 
Dmfortable  with  managers 
ise  only  vantage  point  has 
n  the  executive  suite,  the 
aker's  advisei"s  say.  He  pi'e- 
to  consult  business  execu- 
s  who  have  sei-ved  on  the 

LrtSg'Their  ow^^^^^^    entrepreneurial  businessman  than 

Many  of  Gingrich's  cor 


Gingrich  "thinks  more  hke  an 


including 
are  self- 


ite  confidants, 
ashy  and  Herr, 
le  millionaires, 
-odfather's  Cain,  48,  ceilain- 
ts  Gingrich's  portrait  of  a  New  Age 
)orate  leader.  A  former  dishwasher 

a  graduate  of  Morehouse  College, 
1  developed  a  reputation  as  a  trou- 
hooter  after  joimng  Pillsbmy  Co.  in 
('  and  sorting  out  problems  at  ailing 
s.  As  president  of  one.  Godfather's 
;a,  Cain  stemmed  a  flow  of  red  ink 
downsizing.  After  Cain  and  other 

managers  bought  Godfather's  for 
million  in  1988,  he  became  ceo  of  a 
pany  that  now  reports  $250  million 
ales  at  520  outlets  nationwide, 
like  many  businessmen,  Gingi-ich's 
)orate  counselors  rail  against  gov- 
nent  interference.  After  founding  a 

snack-food  business  in  1946  with 
nitial  investment  of  $1,750  and  ex- 


a  megacorporate  leader" 


GODFATHER'S  CEO  CAIN  WITH  HOUSE  SPEAKER  GINGRICH 


Gingi'ich  often  calls  on  his  advisers 
for  business  solutions  to  fiscal  and  social 
problems  that  don't  create  more  bureau- 
cracy. "He  thinks  more  like  an  entrepre- 
neurial businessman  than  a  megacor-po- 
rate  leader,"  says  Cain.  "He  believes  in 
solving  problems  from  the  bottom  up, 
using  the  liinited  resources  available." 
And  given  Gingrich's  statui'e,  their  sug- 
gestions caiTy  weight.  When  lawmak- 
ers rewrote  the  Clean  Water  Act  in 
May,  the  pi'oposal  contained  suggestions 
endorsed  by  Hen-  at  an  earlier  hear- 
ing, including  a  requirement  to  weigh 
the  costs  of  imposing  federal  regula- 
tions against  the  benefits  they  might 
achieve.  "Those  are  exactly  the  kinds 
of  changes  that  Newt  loves,"  says  Dick 


DeVos,  president  of  the  direct  sales  gi- 
ant Amway  Corp.  and  an  adviser  to 
Gingi'ich  on  regulation  and  tax  reform. 

Meanwhile,  Sci-ushy,  whose  $1.5  bil- 
lion Healthsouth  is  the  nation's  largest 
provider  of  rehabilitation  sei-vices,  has 
emerged  as  a  key  adviser  on  health- 
care issues.  The  Speaker  in  January 
asked  the  42-year-old  executive  to  head 
a  task  force  to  develop  a  strategy  to 
cut  the  cost  of  workers  compensation. 
Sometimes  the  advice  Gingrich  re- 
ceives goes  beyond  tyjMcal  cor- 
porate concerns.  At  a  Jan.  9 
press  conference,  Cain  and 
Gingiich,  who  both  favor  limit- 
ing welfai'e  benefits  to  force  re- 
cipients  to  find   work,  an- 
nounced  that  the  National 
Restaurant  Assn.  had  obtained 
commitments  from  250  food- 
service  CEOs  and  restaurant 
owners  to  employ  and  train 
cuiTent  welfare  recij^ients.  The 
so-called  Good  Start  Project  is 
up  and  ranning  in  aU  50  states. 

Critics  say  many  of  the 
Speaker's  coi-porate  allies  make 
big  contiibutions  to  Gingiich's 
causes  to  obtain  access  and  fiu- 
ther  their  own  piivate  business 
agendas.  "He  who  pays  the  fid- 
dler calls  the  tune,"  says  Rep- 
resentative Patiicia  Schroeder 
(D-Colo.).  Many— though  not 
all — of  his  CEO  counselors  do- 
nate to  his  campaigns,  the  Re- 
publican Party,  or  the  Progi-ess 
&  Freedom  Foundation,  a  con- 
servative think  tank  that  pro- 
motes Gingrichian  ideas  about 
the  transition  to  the  InfoiTna- 
tion  Age.  Golden  Rule  Insur- 
ance and  its  executives,  includ- 
ing Rooney,  have  provided 
more  than  $680,000  since  1985 
to  Gingi'ich,  his  foi-mer  political 
action  committee  gopac,  and 
the  GOP.  Healthsouth's  Scmshy 
helped  launch  Progress  & 
Freedom. 
Gingr-ich  denies  that  such  donations 
win  anyone  influence.  And  his  corpo- 
rate donors  insist  they're  not  tiying  to 
buy  access.  "Newt  Gingi'ich  has  never 
asked  me  for  a  dime,"  says  Scrushy. 
"Newt  never  said,  'Give  me  money  and 
I  will  name  you  to  a  task  force.'  He 
doesn't  do  anything  for  favors." 

For  Gingrich,  talking  policy  vidth  CEOs 
is  a  favorite  pastime.  "I  would  rather  sit 
and  play  intellectually  than  go  to  the 
golf  course,"  he  gi*ins.  That  means  his 
coi-j^orate  buddies  have  to  meet  him  in  a 
conference  room  instead  of  on  the  19th 
hole.  But  whatever  the  venue,  the  CEOs 
are  getting  theii'  chance  to  help  shape  a 
revolution. 

By  Richard  S.  Dimfiam  in  Washingtoyi 


His  name  is  Network. 
Tell  him  what  you  need  and 
he'll  get  it  for  you. 


Think  about  all  the  different  computers  in  your  company.  All  the  different  hardware,  software,  and  networks  that  don't  even  talk  to 
each  other  Now  imagine  being  able  to  turn  that  bottled-up  power  into  one  worldwide  network  that  makes  your  whole  company 
more  competitive.  A  network  so  powerful  and  so  approachable  that  it  becomes  almost  a  living  thing.  That  gets  you  whatever  you 
want,  whenever  you  want,  without  asking  why.  At  Sun,  we  think  that's  the  whole  point  of  network  computing.  It  may  seem  like  a 
large  promise,  but  it's  one  we've  already  delivered  on,  for  some  of  the  world's  largest  companies.  And  we  can  do  the  same  for 
you.  Because  we  have  the  hardware,  the  software,  the  support  and  the  experience  to  make  it  all  work.  If  you'd  like  to  see  what 
network  computing  can  bring  you,  just  contact  the  people  who  invented  it.  Sun.  At  http://www.sun.com  or  1-800-786-0785,  Ext.  250. 


wSun 

THE  NETWORK  IS  THE  COMPUTER" 


Be  the  first 
on  your  block 
to  enjoy 

new  productivity. 


The  Document  Company 

XEROX 


Now,  when  you  outsource 
document  management  to 
Xerox  Business  Sennces, 
you  can  easily  distribute 
and  produce  any  documen 
anywhere  in  the  world. 

Without  capital  investment  or 
diverting  your  own  resources,  you 
can  now  apply  high-speed,  high- 
capacity  document  networking  to 
create  new  productivity  worldwide. 

With  Documents  Direct  ",  up-to- 
the-moment  documentation,  book- 
lets, reports  ...  documents  of  any  si 
or  complexity  ...  can  be  distributed 
digitally  to  any  point  of  need  for  pn 
duction,  distribution,  or  storage.  It's 
affordable,  there  are  no  technology 
risks  and  no  management  headache:' 

As  the  world  leader  in  document 
management  outsourcing  services, 
we've  put  together  the  latest  in  glob 
al  telecommunications  and  documer 
production  technologies  -  creating  ; 
network  that  can  be  easily  acces.sed 
either  from  your  site  or  from  any  of 
our  sites  around  the  world. 


Documents  Direct 


We  provide  all  the  links  and  end- 
to-end  management  of  the  people, 
processes,  and  technology  needed  t( 
meet  your  requirements.  And  our 
Total  Satisfaction  Guarantee  assure: 
that  the  quality  and  format  of  deliv- 
ered documents  will  be  identical  to 
or  even  better  than  your  originals. 

Now,  you  can  ensure  that  the  lat- 
est information  is  available  al  the 
right  place  at  the  right  time.  Your 
people  can  work  more  productively 
You  can  speed  decisions,  improve 
time  to  market,  and  increase  cus- 
tomer satisfaction.  Plus,  cut  inventi 
ies  and  other  costs  by  producing 
documents  wherever  they're  needec 

For  more  information  call 
1-800-TELL-XBS.  Ext.  513.  And  s 
how  Documents  Direct  can  reshape 
your  world. 


Xerox 
Business 
Services 

Making  Your  Documenis 
Our  Business 
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OVERVIEW  Pa^^  86 

The  networked  corporation  can  do  business 
anywhere,  anytime — in  theory.  But  for  many 
organizations,  networking  is  not  working 

ANATOMY  OF  A  NETWORK  Page  90 

From  your  pocket  pager  to  ^ 

the  World  Wide  Web,  here's     %  h  ^ 

the  circulatory  system  of  the     ^  ^  ^  ^ 

Body  Electric 

SOFTWARE  Page  92 
MIDDLEWARE:  Today's  sprawling 
networks  need  plenty  of  cyber- 
spackle  to  hold  them  together, 
and  the  market  for  it  is  hot 
GROUPWARE:  Why  does  IBM  think  Lotus  is 
worth  so  much  loot?  security:  What  to  do 
when  every  user  is  a  potential  hacker 

m\WmW\ Page  100         g  W 
Business  executives  are 
still  asking:  "What  exactly 
will  it  do  for  me?"  '* 


INFORMATION 
MANAGEMENT  Page  102 

SUN  MICROSYSTEMS:  It's  proving 

companies  can  go  mainframe-free 
TELECOMMUTING:  At  8.4  milUon, 
it's  the  fastest-growing  sector  of 
the  work-at-home  set 

MOBILE  COMPUTING /^a^^  106 
Beaming  data  over  the  air- 
waves sounds  good,  but  the 
costs  are  stratospheric 

TELECOMMUNICATIONS  Page  no 
Deregulation  is  coming  any  decade  now — and 
so  is  a  better  public  phone  network 

ENTREPRENEURS  Page  m 

There's  a  network  play  for  every  investor 

SERVICES  Page  118 
Dead  disks,  frozen  file  servers, 
dismembered  PCs — it's  all  in  a 
day's  work  for  computer  doctor 
Michael  O'Brien 
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Overview^ 


NETWORK 

CORPORATIO 

Linking  up  is  hard  to  do-but  it's  a  necessity 


THE  INTERNAL  REVENUE 

service  had  a  great  idea  a 
few  years  ago:  Let  millions 
of  taxpayers  simply  phone 
in  their  returns.  After  suc- 
cessfully testing  pilot  sys- 
tems, the  agency  is  ready 
to  go  live  in  1996.  Some  26 
million  taxpayers  who  use 
the  1040EZ  form  will  be 
able  to  call  an  800  number, 
tell  a  voice-recognition  computer  their  vital  statis- 
tics— Social  Security  number,  taxes  withheld,  and 
income — and,  on  the  spot,  the  machine  will  say  how 
much  is  owed  or  due.  The  system  could  save  mil- 
lions— and  make  tax  day  a  bit  less  gruesome. 

Seems  like  a  great  example  of  how  the  combina- 
tion of  clever  computers  and  advanced  networks 
can  speed  things  up,  eliminate  hassles,  and  save 
money.  And  it  could  be.  But  because  Congress  re- 
quires that  all  tax  forms  be  signed  with  a  pen,  tax- 
payers who  use  the  new  setup  will  still  have  to 
mail  in  paper  returns — which  will  have  to  be  pro- 
cessed the  old  way. 

So  you're  probably  thinking:  That's  the  govern- 
ment for  you — so  mired  in  red  tape  that  it  can't  be- 
gin to  make  use  of  high-tech  networking.  But  think 
about  youi'  own  company.  Does  your  legal  depart- 
ment let  you  accept  a  contract  that  has  been  sent 
by  electronic  mail?  Can  your  employees  fill  out 
their  expense  forms  on  PCs,  then  get  them  ap- 


proved and  filed  electronically?  Does  information 
flow  freely  throughout  yom*  organization  to  wher 
er  it's  needed,  rather  than  up  and  down  the  hier 
chy?  Can  customers  dial  into  your  computers  to 
check  the  status  of  orders — instead  of  playing 
phone  tag  with  somebody  in  your  sales  depart- 
ment? Is  your  company  saving  money  by  electro' 
ically  linking  up  with  a  dozen  suppliers  in  a  just- 
time  inventory  network? 

The  answer  is  probably:  Not  yet.  And  it  isn't 
cause  the  telecommunications  world  hasn't  drea' 
up  enough  products  and  services.  There  are  LANS 
and  WANS,  routers  and  brouters.  There's  sonet  ai 
ISDN  and  TCP/IP  and  atm— a  jumble  of  jargon  rep" 
senting  huge  advances  in  technology  to  move  infc- 
mation  anywhere  it  needs  to  go.  The  Electronic  In- 
dustries Assn.  estimates  that  U.  S.  manufacturer 
will  ship  $64  billion  worth  of  communications  gea 
this  year,  a  24%  gain  over  1994,  while  shares  of 
3Com  and  Bay  Networks,  makers  of  internetwor 
ing  gear,  are  surging.  Giant  IBM  believes  its  custo 
ers  want  gi'oupware  technology  for  networks  so  , 
badly  that  it's  spending  $3.5  billion  on  Lotus  Devl- 
opment  Corp.  to  get  it  (page  96). 

IBM  is  playing  a  costly  but  essential  game  of 
catch-up.  From  making  widgets  to  posting  electrji- 
ic  ads  to  collecting  payments,  businesses  are  goirf 
electronic,  or  trying  to.  That's  why  business  wei; 
is  devoting  its  first  Annual  Report  on  Informatio! 
Technology  to  the  Networked  Corporation. 

Even  though  networks  are  pei'vasive,  the  ben€!t 


y  promise  are  maddeningly  elusive.  "The  tech- 
ogy  is  here,"  says  Daniel  Shubert,  director  of 
•nt/server  technical  services  for  Electronic  Data 
^tems  Corp.  "The  problem  is  not  vdth  the  tech- 
ogy,  but  vdth  the  corporate  processes.  Compa- 
s  must  fundamentally  change  the  way  they  do 
;iness,  and  that's  hard."  In  other  words,  you 
't  run  a  21st-centmy  networked  corporation 
h  1950s  rules. 

)utdated  management  schemes  aren't  the  only 
nan  factor  holding  things  up.  Around  the  world, 
itics  has  slowed  attempts  to  liberalize  outdated 
^communications  regulations,  leaving  most  coun- 
ts with  regulatory  restraints  that  phone  compa- 
s  say  restrict  their  ability  to  offer  the  most  ad- 
iced  services,  such  as  video  dial  tone.  And  since 
st  of  the  world's  phone  companies  have  yet  to 
)loy  modern  digital  transmission  schemes,  it's 
1  tough  to  cobble  together  a  high-speed  network 
!r  large  distances.  Within 
luilding,  a  local-area  net- 
rk  (LAN)  transfers  data  at 
oadband"  speeds — 10  mil- 
i  bits,  or  10  megabits,  per 
end  or  more.  Then  the 
a  hits  the  local  and  long- 
tance  nets,  and  speed 
'ps  quickly,  to  2  megabits 
best. 

^nd  though  digital  tech- 
ogy  has  cut  transmission 
ts,  in  the  absence  of  real 
npetition,    local  phone 

1  ipanies  haven't  passed  on 
savings,  customers  com- 
in.  "There  has  been  a 
h  to  30%  reduction  in  network  costs,  but  there  has 
!n  no  big  decline  in  thecost  to  the  customer,"  says 

'  drew  Grove,  ceo  of  Intel  Corp.  "Intel  constantly 
Igers  the  phone  companies  to  lower  prices." 
Congress  is  cun*ently  debating  a  deregulation  bill 
t  would  allow  competition  among  local  and  long- 
tance  companies  and  cable-TV  systems,  as  well  as 
■ious  and  sundry  new  entrants.  But  several  pre- 
us  bills  have  been  killed  by  gridlock  (page  110). 
Businesses  can't  afford  to  wait.  In  the  1980s,  a 
idful  of  cutting-edge  corporations  such  as  Wal- 
rt  Stores  Inc.  and  Federal  Express  Corp. 
iwed  how  networks — when  used  to  support  novel 
^iness  approaches — can  change  the  competitive 
dscape.  Now,  getting  wired  to  speed  up  internal 
)cesses  and  reach  out  to  others  electronically  is 
imperative.  "The  ability  to  do  more  and  more 
nmerce  over  a  network  is  at  the  forefront  of 


everybody's  thinking,"  says  George  T.  Shaheen, 
managing  partner  of  Andersen  Consulting.  "What's 
going  to  happen — because  we  want  it  to — is  that 
the  network  is  going  to  take  time,  distance,  and 
space  out  of  the  equation." 

For  those  that  don't  get  it,  the  future  could  be 
grim,  warns  Robert  M.  Curtice,  director  of  Arthur 
D.  Little  Inc.'s  North  American  Management  Con- 
sulting Group.  "Whole  industries  will  restructui'e  or 
disappear,"  he  says.  "For  some  companies,  such  as 
banks,  if  they  haven't  started  doing  [electronic  com- 
merce], it  may  already  be  too  late." 

In  industry  after  industry,  though,  you'll  find 
companies  that  are  starting  to  reap  big  benefits 
from  networking,  bp  America  Inc.,  for  example,  the 
U.  S.  subsidiary  of  British  Petroleum  Co.,  is  setting 
up  a  system  that  vdll  process  at  least  40%  of  the 
440,000  invoices  it  receives  each  year  electronically. 
The  switch  w\[\  do  more  than  save  on  man-hours 

and  paperwork:  bp  ex- 
pects to  be  able  to  elim- 
inate duphcate  purchas- 
es and  negotiate  bulk 
rates. 

A  networked  corpora- 
tion can  do  business 
anywhere,  anytime,  get- 
ting a  jump  on  competi- 
tors that  still  conduct 
business  the  old-fash- 
ioned way.  And  it  no 
longer  matters  where 
your  best  and  brightest 
talent  resides:  Sweden's 
L.  M.  Ericsson  has 
17,000  engineers  in  40 
research  centers  located  in  20  countries  around  the 
world,  all  linked  into  one  network.  Development 
teams  in  Australia  and  England  work  together  on 
the  same  design,  then  zip  off  the  final  blueprint  to  a 
factory  in  China. 

In  many  businesses,  networks  allow  companies  to 
vacate  expensive  office  space  because  employees 
can  get  their  work  done  wherever  they  roam  (page 
104).  Andersen's  Shaheen  runs  the  Chicago-based 
consulting  firai  from  his  office  in  Palo  Alto,  Calif., 
and  doesn't  much  care  where  his  employees  are — as 
long  as  they're  connected  to  the  network,  isdn  (in- 
tegrated services  digital  network),  a  high-capacity 
digital  service  available  to  residential  phone  cus- 
tomers, could  be  a  boon  to  telecommuting. 

Still,  the  biggest  payoff  from  networking  comes 
when  companies  use  it  to  do  better  by  their  cus- 
tomers. Two  years  ago,  Del  Monte  Corp.  started 


LANs  and  WANs  do  not  an 
efficient  workplace  make: 
"You  can't  assume  people 
will  share  information,"  says 
a  consultant,  "just  because 
the  network  allows  them  to" 
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Overview; 


getting  daily  inventory  reports  electronically  from 
grocers.  When  stocks  fall  to  a  predetermined  mini- 
mum level,  the  Del  Monte  network  immediately  is- 
sues a  restocking  order.  Retailers  need  only  keep 
some      weeks  of  inventory  on  hand  as  a  result, 
compared  with  the  four  weeks'  worth  they  used  to 
warehouse  to  avoid  shortages.  "One  week  of  inven- 
tory in  a  warehouse  costs  a  retailer  some  $250,000 
a  year,"  says  R.  Vincent  Livingston,  manager  of  ef- 
ficient consumer  response  for  Del  Monte.  "The 
biggest  thing  a  customer  wants  is  to  not  have  to  in- 
vest as  much  in  inventory." 

Most  corporations  have  taken  the  first  steps  to- 
ward such  digital  nirvana  by  installing  lans  to  con- 
nect their  ubiquitous  desktop  computers.  A  decade 
after  they  started  linking  pes,  lans  are  the  central 
nervous  systems  of  offices.  They  carry  everything 
from  E-mail  to  desktop  videoconferencing.  At  their 
best,  LANS  support  sophisticated  client/server  com- 
puting setups  that  not  only  supplant  older  main- 
frames and  minicomputers  but  also  allow  staffers  to 
do  things  the  old  setups  couldn't,  such  as  working 
on  the  same  document  simultaneously. 

Getting  to  that  stage  is  not  easy.  The  complexity 
of  putting  all  the  technology  together  is  enough  to 


send  managers  screaming  for  pencil,  paper,  and 
stamps.  For  the  network  to  operate  smoothly, 
everything  on  it  must  adhere  to  consistent  hard- 
ware and  software  standards  and  communication 
protocols.  This  goes  beyond  whether  to  buy  ibm 
Apple,  Windows  or  OS/2.  You  have  to  worry  abo 
bridges  and  routers  that  connect  lans  in  differer 
departments,  modems  and  gateway  computers  tl; 
move  data  to  the  outside  world,  and  the  pbx  tha 
routes  phone  calls.  All  of  these  decisions  are  affei' 
ed  by  how  much  capacity,  or  bandvddth,  you  wai 
and  the  number  of  employees  using  the  network, 

The  more  cutting-edge  the  technology,  the  dici 
the  decision-making.  For  example,  a  new  set  of 
superfast  digital-transmission  technologies  is  ap- 
pearing for  wide-area  networks  (wans).  Asynchr( 
nous  transfer  mode  (ATM)  is  particularly  good  at 
mixing  voice,  data,  and  video  traffic  at  high  spee 
Frame  relay  can  send  large  files  quickly  by  tem- 
porarily seizing  extra  bandwidth,  and  SONET,  a 
technique  that  sends  signals  simultaneously  over 
two  different  paths,  raises  the  reliability  of  the  nl 
Together,  these  three  promise  wans  that  can  hit 
speeds  as  high  as  1  billion  bits  per  second. 

But  mixing  these  technologies  with  existing  n 


Communications  Jargon  That  You  Should  Kr  ' 


ASYNCHRONOUS  TRANSFER 
MODE  (ATM)  A  high-speed 
digital  switching  and  transmis- 
sion technology  that  allows 
voice,  video,  and  data  signals 
to  be  sent  over  a  single  line  at 
speeds  ranging  from  25  million 
to  1  billion  bits  per  second 
(bps).  An  analog  phone  line 
transmits  at  about  2  million 
bps — at  most. 

BRIDGE  A  device  that  links 
two  local-area  networks  togeth- 
er so  they  can  share  data. 

BROADBAND  Refers  to  any 
transmission  at  a  speed  higher 
than  2  million  bps.  A  broad- 
band network  can  carry  voice, 
data,  and  video  signals  simul- 
taneously. Remember:  You 
can't  be  too  thin,  too  rich,  or 
have  too  much  transmission 
capacity. 


CLIENT/SERVER  A  methW^ 

computing  in  which  one  cj 
puter  acts  as  a  central  re 
tory  for  files  and  programs 
can  be  shared  by  a  numbi 
"client"  PCs  connected  b; 
network.  Replaces  a  main 
frame-centric  setup 

ELECTRONIC  DATA  INTI 
CHANGE  (EDI)  A  series  o 
standards  that  allows  con- 
er-to-computer  exchange 
business  documents,  sue! 
invoices,  shipping  orders, 
ments,  etc.,  between  diffe 
companies. 

ETHERNET  A  set  of  local 
network  (LAN)  standards' 
allows  networking  product 
from  different  vendors  to 
municate.  Introduced  sort 
years  ago,  it  is  the  most  v 
used  LAN  technology. 


)rks  means  dealing  with  a  host  of  vendors,  each 
;erpreting  so-called  industry  standards  its  own 
ly.  A  dozen  suppliers  offer  gear  built  on  the  atm 
indard,  but  it's  rare  to  find  two  exactly  alike, 
id,  warns  Howard  Anderson,  managing  director 
Boston-based  consultant  Yankee  Group  Research 
2.:  "If  you  build  it  wrong,  you'll  be  chasing  your 
1  trying  to  correct  it  well  into  the  next  century." 
There  are  a  couple  of  ways  around  the  complex- 
.  One  is  "middleware,"  software  that  acts  as  a 
inslator  for  all  the  different  devices  and  pro- 
jms  that  make  up  a  net  (page  92).  The  beauty  of 
ddleware  is  that  it  provides  a  way  to  bring  older 
nputers  in  on  the  scheme.  "Green-field  opportu- 
ies  are  very,  very  scarce  today.  You  always  have 
deal  with  legacy  systems,"  says  Krish  A.  Prabhu, 
,ef  technical  officer  for  Alcatel  Network  Systems. 
/Mother  option  is  to  adopt  the  communications 
)tocol  of  the  Internet,  tcp/ip,  the  shorthand  way 
saying  transmission  control  protocol/Internet  pro- 
:ol,  is  now  being  worked  into  everything  fr-om 
linframes  to  lan  equipment.  Its  near-universal 
3  is  making  it  the  lingua  fi*anca  of  electronic  com- 
irce.  And  the  World  Wide  Web,  which  provides 
orderly  way  to  go  from  one  Internet  computer 
another,  is  rapidly  turning  into  a  virtual  commer- 
1  district  (page  100). 

Dr  you  can  just  sidestep  the  complexity  altogeth- 


er by  leaving  it  up  to  somebody  else.  The  network 
muddle  is  a  boon  to  consultants  and  "outsourc- 
ers" — companies  such  as  eds  that  take  over  a  com- 
pany's entire  network  operation  for  an  annual  fee. 
Market  researcher  Dataquest  Inc.  estimates  that 
the  computer-services  business  will  grow  from  $33.3 
billion  in  1993  to  $65.2  billion  in  1998,  with  the  net- 
work-management portion  increasing  from  26%  to 
31%.  Gregory  M.  Jacobsen,  executive  vice-president 
for  outsourcing  services  at  shl  Systemhouse  Inc., 
points  out  that  bringing  in  a  third  party  also  makes 
it  easier  for  the  chief  information  officer  to  rein  in 
all  those  PCs.  "The  modern  cio  is  starting  to  recog- 
nize that  outsourcing ...  is  a  way  to  win  back  con- 
trol," says  Jacobsen. 

In  the  end,  however,  getting  the  most  out  of  the 
network  means  giving  up  control.  A  key  difference 
between  companies  that  make  the  net  work  for 
them  and  those  that  don't  is  their  approach  to  in- 
formation. "You  can't  assume  that  people  will  share 
information  on  a  peer-to-peer  basis  just  because  the 
network  allows  them  to,"  says  Yankee  Group's  An- 
derson. But  until  a  company  is  willing  to  share  in- 
formation with  workers  at  the  sales  counter  or  the 
shop  floor,  the  most  sophisticated  network  technolo- 
gy won't  help  the  bottom  line. 

By  Catherine  Arnst  in  New  York, 
with  bureau  reports 


are  some  of  the  key  technologies  and  standards  that  go  into  making  a  modern 
)rate  network.  Drop  a  few  of  these  at  parties  and  impress  your  friends. 


ME  RELAY  A  transmission 
dard  for  sending  data  over 
ic  or  private  leased  plione 
;.  Data  is  broken  down  and 
ed  in  frames,  each  the 
3  size,  for  relaying. 

[GRATED  SERVICES  DIGI- 
NETWORKS  (ISDN)  Of 

i  by  local  phone  compa- 
,  this  protocol  turns  a 
dard  copper  phone  line  into 
^h-speed  digital  link  that 
send  voice  and  data  simul- 
ously.  With  an  ISDN  line  at 
e,  you  can  pretend  you're 
le  office  using  the  LAN. 


AL-AREA  NETWORK 

i)  A  network  within  a  build- 
)r  a  limited  distance  that 
'  computers  and  peripheral 
:es,  allowing  them  to  share 
mation  and  programs. 

1^  ■ji,.i.,;vei,.-i.,  ,5.  .4  . 


PACKET  SWITCHING  An  ef- 
ficient way  of  moving  data 
through  a  network.  A  file  is 
broken  up  into  little  packages 
that  are  sent  by  different 
routes  through  a  network  and 
then  reassembled  at  the  re- 
ceiving end. 

PRIVATE  BRANCH  EX- 
CHANGE (PBX)  An  automatic 
telephone  switch  for  an  inter- 
nal phone  system.  It  replaces 
the  old-fashioned  office 
switchboard  and  manages  the 
voice-mail  system. 

ROUTER  A  device  that  con- 
nects LANs  that  use  different 
standards;  essentially  a  more 
sophisticated  type  of  bridge. 
What  do  you  get  when  you 
cross  a  bridge  and  a  router?  A 
brouter,  of  course. 


SONET  stands  for  synchro- 
nous optical  network  technolo- 
gy, but  don't  worry,  no  one 
ever  uses  the  full  name.  A 
high-speed  transmission  archi- 
tecture meant  to  exploit  the 
huge  bandwidth  available  on 
fiber-optic  networks. 

Tl  A  standard  for  digital  trans- 
mission over  phone  lines.  In 
North  America,  it  can 
handle  at  least  24  voice  chan- 
nels at  once  using  copper 
wires  and  transmits  at  a  rate 
of  1.5  million  bps. 

WIDE-AREA  NETWORK 
(WAN)  An  enterprise-wide 
communications  network  that 
allows  signals  to  be  transmit- 
ted from  a  LAN  via  a  public  or 
private  line  to  other  LANs  in 
distant  locations. 

-        .     -»*    .  -.-ifc'.-'* 


VN3IAI  oiaaaiv  qnv  diAivHonvaa  awivr  ab  wvaotfia 


DO  O) 

If) 

13  C 


(13 

(/)  DO 
QJ  C 


C  -2 

^  o 

c  c 

s  Si 

c:  (U 

—  -D 


3 


QJ 


O  T3 


o 


QJ 

y  QJ 

I- 

E  (/^ 

O  q3 
o  ^ 

y  o 


o 


O    DO  ^ 


o  c 


iti       c  TO  ro 


DO  (/) 


O  JD 


5 


—  ±i   >  CO 

C  77.  _2  fi) 
O 


'qj  2 


CJ  QJ 

^  o 

QJ  Q. 

■—  03 

TO  Ei 

E  ^ 

03 


i£  ^  QJ 

E  c 

DX)  — 

-K  .E  c 

a  ifi  o 

Q. 


QJ 

"G 
QJ 

a 


o  . 

O  CO 

>,  E 

m  QJ 

S  o 

-i-i  p 

00  _ 


«j  TO 
o  — 

t/J 

Q. 

o  c 
w  ' — 
a> 

^  -0 

:-  QJ 
U.  CD 

CL 
if) 


QJ  :£  !fc  5 


c 

o 


o 

"ir^    I/)  QJ 


^  QJ 

s.  ^ 

E  ^ 

o  ro 

o  o 

QJ  QJ 

o  aj 


"9  - 

DO  2 


CO  (/l 

Si  QJ 

QJ  — 
JD 


CO  TCI 


O 

QJ 

„ 

c/i  c: 
"O  — 

QJ 

QJ  QJ 

Q-  c:  . 

c/1  O  CO 
Z    Q.  ^ 

-  E 

QJ    0)  O 

c:  "o  o 


—  C/J 


DO 

c 


DO 
JD 


0)  _ 
fO  — 

i  i 

CO  ao  «i 

QJ  ^ 

—  DO  c 
't-    C  .— 

C  2 
O    13  fc 


o   CO  :£ 

(\3   QJ  .ir! 

CO  § 

■O   CO  > 

c  -Q  sz 

CO  CO  o 
CO  03 

JD  -O  TO 

.°    QJ  ^ 

-    TO  g 

^£  Si) 


DO  CO 
C  O 

E  & 


TO 


CJ 
TO 

fun- 

ages 

X 

TO 

m 

TO 

a. 

E 

TO 

QJ 

c: 

sz 

TO 

o 

CO 

DO 

"to 

TO 

O 

>^ 

_o 

TO 

CO 

bui 

Qj" 

o 

es. 

TO 

CJ 

he 

r  Sta 

"to 

£: 

TD 

se 

QJ 

QJ 

"O 

TD 

JZ 

QJ 

CO 

o 

TO 

nc 

c 

CO 

TO 

O 

TO 

"to 

to 

CO 

C 

O 

QJ 
3 
CL 

o 

nels 

long 

TO  OJ 
Q;  CO 


(A 
Z 

o 

p 
u 
111 


o 
o 
u 


c:  QJ 

TO  DO 
CL  ' 

E 

°  P 
o  c 
o 

Qj"  ^ 

s  I 

X3 

DO 
C/)  C 
TO  - 

^  8 

gj  E 


1-  QJ 
O  QJ 
Ll_  JD 


QJ  ^ 
Q.  TO 

O  § 
O 


If) 


TO  o 


TO 

t  QJ 
O  JZ 
CJ  ->-^ 

DO  O 


QJ  -*-' 


^  QJ 
13 


TO 

■  E  S 
o 


i::^  E 
QJ  .5^2 


o 

2    QJ  O 

QJ  —  O 
CO 

CL  "O 

^  S 

O)    TO 

_o  "  « 

CL  "O  2 

E  c  <u 

TO 


CO    o  ^ 


8  ^ 

QJ  TO 

.E  q3 

"Q. 

9-          —  — 

Q-            «  c 

TO  ^=^15  E  5 

z  c: 

2  TO 

CO 

o  q3 


TO 


- 1 

QJ  ^  P 

ir  TD  o 

TO  C  CJ 
JZ  QJ 

CO    CO  TO 


NFORMATION     TECHNOLOGY     ANNUAL  REPOR}[ 


Software 


CYBER-NETWORKS  NEED 
A  LOT  OF  SPACKLE 

The  golden  opportunity  in  software:  Paving  over  myriad  incompatibilities 
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At  the  heart  of  every  network  is  the  acre  of  coding  that  is  software — 
the  stuff  that  makes  the  bytes  run  on  time.  As  corporate  computing 
evolves  frmn  the  mainframe-centric  to  the  client/server  model,  the  soft- 
ware running  it  all  fms  had  to  become  an  extremely  clever  jack-of-all- 
trades,  operating  on  machines  from  a  variety  of  vendors  and  process- 
ing everything  from  huge  data  files  to  optically  scanned  images  to 
video  presentations.  Getting  the  software  right  is  one  of  the  most 
important  challenges  for  companies  hoping  to  live  the  networked 
life.  Here  are  three  kinds  of  software — middleware,  groupivare,  and  se- 
curity programs — that  make  it  all  happen. 


BROKERING  BABEL: 

Programs  that  give 
networks  one  voice 

The  great  promise  of  computer  net- 
works has  always  been  flexibUity— 
that  they  would  provide  easy  ac- 
cess to  all  sorts  of  information  and 
electronic  services — both  within  com- 
panies and,  increasingly,  across  corpo- 
rate boundaries.  But  that  very  flexibil- 
ity creates  monumental  problems  for 
programmers.  And  where  there's  a 
problem,  there's  an  opportunity  to  cre- 
ate a  whole  new  category  of  software — 
or  at  least  a  buzzword. 

In  this  case,  it's  called  middleware. 
The  nebulous  name  relates  to  its  role  as 
a  critical  middleman,  mediating  among 
the  many  kinds  of  hardware  and  soft- 
■>'a)-e  now  found  on  large  networks.  It  is 
"reature  bom  of  chaos,  for  most  corpo- 
'  ns  today  have  built,  without  quite 
■  •!  ■  ig  to,  what  the  folks  in  computing 
c-.i';  ^terogeneous  networks" — sprawl- 
ing ^  tups  containing  all  sizes  and 
brand  of  computers  and  software.  In 
the  j;;-i>  V,  a  billing  application,  say,  would 
hf.v"  hren  run  on  a  single  mainframe 


computer  and  would  have  relied  on  soft- 
wai"e  supplied  mainly  by  a  single  compa- 
ny, most  likely  IBM.  Today,  the  net- 
worked version  of  that  application  may 
need  to  call  on  software  from  a  dozen 
supphers,  whose  products  may  or  may 
not  be  compatible  with  one  another. 

Middleware  aims  to  give  this  hodge- 
podge at  least  the  appeai-ance  of  hamio- 
ny,  even  as  its  individual  components 
change  and  expand  in  number  over 
time.  That  looks  to  be  the  main  pro- 
gi'amming  challenge  of  the  '90s.  Without 
middleware's  ability  to  pave  over  the 
incompatibilities  among  computers  and 


ifTf 


to  accommodate  the  shifting  com.plj 
ities  of  big  networks,  client-server  co 
puting  networks  would  grind  to  a  h 
So  middleware  is  hot:  Market  resear< 
er  International  Data  Corp.  forecast! 
middleware  market  that  will  grow  fr(|es 
$50  milhon  last  year  to  as  much  as  $ 
billion  by  2000. 
GLOBAL  COHABITATION.  The  more  co  ^ 
plex  the  network,  the  greater  the  ne  |j 
for  middleware.  By  now,  getting  a  sa 
department's  two-dozen  pes  to  shs 
files  on  a  small  server  is  practicallj 
no-brainer.  All  the  software  one  nef  [t 
can  be  found  at  the  local  compul  qi 
store.  But  try  getting  more  than  2,C 
computers,  ranging  from  mainframes  jj 
all  sorts  of  desktop  workstations,  to 
habit  on  a  worldwide  network — its 
made  up  of  numerous  subnetworks. 

That's  the  veiy  problem  New  Yc  ^ 
investment  bank  J.  P.  Morgan  &  Co. 
tackling  in  an  attempt  to  turn  itself  h 
a  "real-time  operation."  Says  Jeffrey 
Chittenden,  Morgan's  chief  computer 
chitect:  "We  want  all  of  our  informat;  fj 
to  be  available  anytime  and  anywher 
That  means  heavy  use  of  middlewa  j,j 
Chittenden  says,  to  help  Morgan's  p 
gi-ammers  create  complex  new  infom 


tion  systems  on  the  fly — in  a  few  ni 


Middleware  on  the  Job 


A  set  of  software  dubbed  middle- 
ware oversees  the  many  interac- 
tions between  disparate  comput- 
ers, both  inside  and  outside  of 
the  bank,  that  help  process  a 
loan  application.  The  middle- 
ware lets  each  computer — at  a 
credit  reporting  agency  or  at  a 
branch — continue  operating  inde- 
pendently yet,  without  reprogram- 
ming,  cooperate  intimately  with 

the  others.  DATA  EARLY,  CLOUD  &  CO. 


BRANCH 
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il'  possible.  If  historical  data  can 
•abbed  from  one  computer,  an  econ- 
ric  analysis  pulled  in  from  another, 
current  pricing  information  taken 

a  third,  for  instance,  the  company 
t  capture  a  fleeting  trading  opportu- 
or  price  a  new  derivative  before 
competition  can.  But  only  if  a 
set  of  links  can  be  set  up  almost 
;diately. 

Drgan's  programmers  would  never 
he  job  done  on  time  if  they  had  to 
track  of  exactly  how  each  program 
(S,  stores,  secures,  and  delivers  the 
it  manages.  So  Morgan  is  installing 
leware  products  such  as  Connec- 
from  Belmont  (Calif.)  startup  Open 
^n.  In  essence,  these  products  pro- 
programmers  anywhere  on  the  net- 
with  a  menu  of  "services" — such  as 
security  and  directories  to  locate 
ork  resources — that  any  new  pro- 
1  can  call  on.  By  delivering  common 
ces  in  a  standard  format,  middle- 
may  raise  programmers'  productiv- 
y  as  much  as  30%,  Chittenden  says. 
:  Teflian,  CEO  of  Covia  Technologies, 
ding  middleware  supplier  spun  off 
United  Air  Lines'  reservation  sys- 
agrees:  "You  want  to  be  able  to 
J  applications  as  if  the  network 
n't  there." 

EEN  SCRAPERS."  Making  the  com- 
appear  simple  becomes  increasingly 
rtant  as  new  types  of  networks, 
as  wireless  setups,  add  more  proto- 
to  the  corporate  networking  stew. 

as  laptop  computers  increasingly 
die  a  key  tool  for  workers  on  the 

corporate  networks  must  be  able  to 
er  vital  information  at  unpredict- 

times  and  to  unpredictable  loca- 
i — another  job  for  middleware, 
t's  more,  these  progi'ams  can  help 
cations  survive  network  failures  by 
ring  that  important  messages  don't 
lost  and — of  particular  interest  to 
s  processing  cash-machine  withdraw- 
don't  get  delivered  more  than  once. 


Middleware  becomes  even  more  cru- 
cial as  corporate  networks  start  inter- 
acting with  one  another  In  building  a 
system  to  collect  clinical  health  data 
electronically  from  thousands  of  inde- 
pendent doctors,  hospitals,  laboratories, 
and  pharmacies,  for  instance.  Kaiser 
Permanente  has  turned  to  IBM's  mq  Se- 
ries software.  Based  on  work  originally 
done  by  New  York-based  Apertus  Tech- 
nologies Inc.,  MQ  creates  a  sort  of  post- 
al system  that  can  move  messages  and 
coordinate  tasks  between  18  incompat- 
ible types  of  computers — including  those 
from  IBM's  major  competitors.  At  the 
Chicago  Mercantile  Exchange,  mq  helps 
some  75  member  firms,  using  a  variety 
of  computers,  exchange  trading  infor- 
mation with  one  another 


How  much  is  it  worth  to  own  the 
software  that  really  lets  groups  of 
workers  take  advantage  of  comput- 
er networks — to  collaborate  as  easily 
across  the  globe  as  down  the  hall?  Try 
$3.5  billion.  That's  what  IBM  is  shelling 
out  for  Lotus  Development  Corp.,  the 
roughly  $1  billion  software  maker  best 
known  for  its  popular  1-2-3  spreadsheet. 
The  prize  is  Lotus  Notes,  the  defining 
product  in  an  emerging  categoiy  of  soft- 
ware known  as  "groupware,"  so  called 
because  it's  designed  for  shaiing  infor- 
mation among  members  of  a  group. 

What's  the  big  deal?  IBM  Chairman 
Louis  V.  Gerstner  Jr.,  a  devout  Notes 
user  himself,  sees  an  opportunity  to 
turn  the  competitive  focus  away  from 
operating  systems — where  IBM  has  had 
little  luck  slugging  it  out  against  Mi- 
crosoft Corp. — to  building  the  computer 
industry's  next  generation  of  networked 
information  systems. 
SEAMLESS  PACKAGE.  Groupware  is  actu- 
ally a  catch-all  teiTn  encompassing  prod- 
ucts ranging  ft-om  fancy  E-mail  systems 
to  scheduling  programs  to  electronic 
bulletin-board  software.  The  most  so- 
phisticated groupware  packages  have 
advanced  features  for  automating  the 
flow  of  work,  routing  documents,  or  al- 
lowing far-flung  people  to  collaborate 
on  a  single  document  at  the  same  time. 

So  what  makes  Lotus  Notes  stand  out 
in  the  world  of  gi'oupware?  While  many 
products  tackle  pieces  of  the  puzzle — 
scheduling  or  shared  databases,  say — 
Notes  is  a  comprehensive,  seamless  pack- 
age. It  can  also  be  customized  and  used 


In  fact,  many  different  software  prod- 
ucts are  coming  out  under  the  middle- 
ware sobriquet.  These  range  from  so- 
called  screen  scrapers,  which  let  PCs 
pretend  to  be  mainframe  terminals,  to 
AT&T's  Top  End.  That  program,  a  so- 
called  transaction  monitor,  keeps  track 
of  transactions  between  computers  to 
make  sure  they  are  completed  the  way 
they  are  supposed  to  be. 

All  of  these  programs  try  to  marry 
the  old  to  the  new,  the  near  to  the  dis- 
tant, and  the  proprietary  to  the  open — 
and,  of  course,  to  make  networks  easier 
to  program.  If  a  network  starts  deliver- 
ing on  that  promise  of  easy  access  to 
any  information  anywhere  at  anytime, 
you  can  bet  middleware  is  on  the  case. 
By  John  W.  Verity  in  New  York 


Wf.  IBM  After  years  of  trying  to 
~  create  its  own  groupware  pro- 


grams,  Big  Blue  is  purchasing 
M  the  king  of  groupware:  Lotus 
Development.  Notes,  Lotus' 
\  crown  jewel,  is  now  used  by 
j  1.5  million  customers, making 
it  the  clear  leader. 

P  MICROSOFT  The  PC  software 

powerhouse  is  still  struggling 
!  with  the  development  of  its 
j  own  groupware  contender, 
^  Exchange. 

^  NOVELL  Leveraging  its 

^  strength  in  networking,  Novell 

r  is  building  programs,  such  as 

■■I  Groupwise,  to  work  over 

flil  networks. 
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Why  IBM  paid  all 
that  loot  for  Lotus 
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MAN  IN  THt  rttioDLE:  Lotus  Notes  creator  Raymond  Ozzu  spaii-m  d  (in  cnJirf  industry 


as  a  "])latfoiTn"  upon  which  to  build  addi- 
tional applications — for  managing  a  re- 
mote sales  foT'ce,  for  instance.  That  has 
attracted  many  lai'ge  organizations — such 
as  Price  Waterhouse,  General  Motors, 
and  Compaq  Computer — that  need  to 
connect  widely  dispersed  workers  but 
want  a  system  tailored  to  their  needs. 

Take  Andersen  Consulting.  The  $3.45 
billion  consulting  firm  built  a  system 
based  on  Notes  called  Knowledge  Ex- 
change, which  sei-ves  some  20,000  con- 
sultants around  the  world.  When  An- 
dersen had  only  a  few  people  working  in 
a  particular  area,  it  was  easy  to  know 
which  one  of  them  to  call  for  advice, 
explains  Charles  M.  Paulk,  Andersen's 
chief  infomiation  officer.  Today,  Ander- 
sen has  over  30,000  employees  world- 
wide, and  the  Notes  system,  says  Paulk, 
"is  how  we  keep  up  with  ideas  and  de- 
velopments around  the  world." 
QUICK  SOLUTIONS.  Knowledge  Ex- 
change, which  Andersen  launched  three 
years  ago,  now  consists  of  over  2,000 
databases  that  consultants  can  tap  into. 
Each  specialized  gi'oup  has  a  database 
on  the  system  and  a  "page"  summaiizing 
its  contents  and  any  relevant  news.  As 
e^nnlnycps  add  to  their  database,  they 


build  a  library  to  store  the  gi'oup's  col- 
lective experience  and  knowledge.  So 
when  a  question  relating  to  a  project 
arises,  consultants  can  check  the  Notes 
database  to  find  an  answer  quickly.  Em- 
ployees can  also  use  Notes  for  electron- 
ic consultations  with  each  other.  The  re- 


Why?  Because 
networked  PC,"  is 
tential  customer, 
Raymond  E.  Ozzi 
programmer  who 
ed  Notes  and  the 
dent  of  Lotus'  unit 
Associates.  So 
gi'oupware  gold  ru 
on.  Startups  like 
bra  Software  and 
Group,  as  well  as  ^ 
Novell,  Oracle.  an( 
crosoft  are  jumpir 
Microsoft's  Exch 
groupware  packaj 
due  out  by  yearen^ 
Notes,  on  the  m| 
since  1990,  has  the 
A  whole  industry 
velopers,  consultant! 
systems  integrato 
evolved  to  help  cusi 
and  install  the  pn 
for  some  1.5  milliol 
ers.  And  IBM  is  pre; 
to  back  the  product] 
its  global  sales  foro 
legions  of  consultan 
In  theory,  that 
propel  Notes  into  a 
tral  role  in  thousan 
cor|3orate  networks 
ing  it  greater  stra 
importance  than  ar 
operating  system.  In  reality,  for  I 
to  compete  with  the  Windows  ju_ 
naut,  it  must  become  a  standard. 
Version  4.0,  due  later  this  year, 
help.  The  upgrade  will  give  No1 
sleeker  user  interface  and  make  it 
for  network  administrators  to 


er 


Groupware  on  steroids:  Notes 
could  get  a  big  lift  from  a  version 
being  adapted  to  work  across 
AT&T's  long-distance  network 


suit:  Pi-oblems  that  once  took  two  weeks 
and  thousands  of  dollars  to  figiu-e  out 
are  solved  overnight,  says  Paulk. 

No  wonder  sales  of  gi'oupware  pro- 
grams are  taking  off.  Workgi'oup  Tech- 
nologies Inc.,  a  Hampton  (N.  H.)  re- 
searcher, predicts  that  sales  of 
groupware  packages  of  all  types  will 
more  than  double,  to  $4.2  billion  by 
1999,  from  just  over  $2  billion  in  1994. 


age.  But 
important,  ii 
be  better  s 
for  sharing  i 
mation  be 
one  com] 
whether  ove 
Internet  or 
private  netw 
The  new  ve 
will  be  abl 
serve  thous 
of  users 

make  it  easier  for  one  company  to 
another  access  to  its  Notes  seiver 

The  big  boost,  however,  could 
fi-om  Network  Notes,  a  version  I 
adapted  to  work  across  at&t's  lonj 
tance  network.  Call  it  groupwar 
steroids.  Already,  companies  sue" 
Compaq  and  Egghead  Softwares 
testing  Network  Notes  to  share  ifc 
mation  with  customers,  partners,!! 
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field  offices.  IBM  plans  a  similar  system, 
pairing  Notes  with  the  IBM  Global  Net- 
work, which  serves  25,000  corporations. 

The  lure  of  Notes  on  these  private 
networks,  says  Lotus,  is  that  it  will  pro- 
vide the  far-flung  access  of  the  Internet 
vrithout  the  chaos  or  risk.  Like  the  Inter- 
net itself.  Notes  is  now  mainly  a  means 
for  disseminating  infoirnation — say,  prod- 
uct and  pricing  data  to  customere.  But  in 
its  beefed-up,  long-distance  version,  it 
could  be  used  for  electronic  commerce — 
for  buying  and  selling  everything  from 
industrial  goods  to  the  latest  fashions. 

The  biggest  competition  from  Notes 


may  not  be  other  gi-oupware  progi-ams, 
but  the  Internet.  The  Net's  World  Wide 
Web  is  abeady  being  used  as  a  sort  of 
poor  man's  Notes.  "The  World  Wide  Web 
will  do  more  than  Notes,"  says  Robert  D. 
Kutnick,  chief  technology  officer  at  Quai- 
terdeck  Office  Systems  Inc.,  which  is  de- 
veloping Web-sei-ver  software.  And  it's 
cheap.  For  less  than  $500,  he  says,  you 
can  set  up  a  Web  server  for  an  entii'e 
coiporate  network — much  less  than  $275 
per  workstation  it  would  cost  with  Notes. 

Still,  no  Internet  setup  has  yet 
matched  aU  the  useful  featiu-es  of  Notes. 
One  of  the  most  difficult  to  duplicate  is 


rephcation,  which  ensures  that  evei 
there  are  thousands  of  users,  they 
have  the  latest  version  of  a  docum 
or  database.  And  like  everybody  els( 
the  liigh-tech  world,  Lotus  has  figu 
that  the  only  way  to  beat  the  Interne 
to  join  it.  Notes  4.0  will  tap  into  the 
and  convert  Notes  databases  into 
Web  foiTnat  known  as  html  (hypert 
markup  language).  The  payoff  of  o 
bining  gToupwai'e  and  the  Internet — ' 
of  the  hottest  technologies  ai'ound — a 
even  be  worth  a  $3.5  bilhon  bet. 

By  Amy  Coriese  hi  New  Yt 
with  bureau  rep. 


HACKER  HEAVEN:  So 

many  computers, 
so  few  safeguards 

Ever  since  armed  men  guarded  the 
"electronic  brains"  that  cracked  Nazi 
codes,  securing  data  against  theft 
and  tampering  has  been  a  concern  in 
computing.  With  today's  distributed 
computing  networks,  though,  it's  enor- 
mously more  difficult  to  keep  unauthor- 
ized users  out  and  data  secure.  Net- 
works, as  the  Office  of  Technology 
Assessment  reported  to  Congi'ess  last 
year,  "can  make  every  user  essentially 
an  'insider' "  with  the  potential  to  clob- 
ber vital  information  systems. 

It's  enough  to  make  you  want  to 
yank  out  those  network  wires.  But  that 
won't  be  necessary,  experts  say,  if  busi- 
nesses adopt  a  new  approach  to  net- 
work security.  With  so  many  modems 
and  local-area  network  (lan)  connec- 
tions installed  on  so  many  PCs,  and  vrith 
private  and  corporate  connections  to 
the  Internet  proliferating,  companies 
must  take  it  for  granted  that  every 
computer  on  the  planet  can  now  reach 
and  possibly  meddle  with  any  other — 
and  will,  if  appropriate  protection  isn't 
in  place.  "We  assume  that  everyone  is  a 
hacker;"  says  Cannine  Villani,  vice-pres- 
ident of  information  management  at 
McKesson  Corp.,  a  drug  wholesaler. 
"That's  the  only  way." 

The  range  of  security  measures  for 
PCS  and  LANs  is  expanding  daily.  De- 
vices originally  designed  for  spy  agen- 
cies are  now  standard  corporate  issue. 
Security  Dynamics  Technologies  Inc. 
and  LeeMah  Datacom  Security  Corp., 
among  others,  supply  pocket-size  cards 
tbnt  g'-nerate  a  brand  new  password 


every  minute.  Biometric  devices  can 
now  identify  people  by  the  size  of  their 
hands,  patterns  in  retinal  blood  vessels, 
or  the  dynamics  of  their  voice  or  hand- 
wi'iting. 

Connecting  your  network  to  the 
hugely  popular  Internet  opens  it  to  po- 
tentially millions  of  largely  unidentifi- 
able visitor's — of  whom,  you  can  be  sure, 
at  least  a  few  are  malicious,  and  even 
criminal,  hacker's.  To  keep  the  bad  guys 
out  while  still  allowing  insider's  full  ac- 
cess to  the  Inter'net,  many  or'ganiza- 
tions  are  setting  up  "firewalls" — gate- 


"Firewalls"  block  unwanted 
traffic-'It's  like  having  a  big 
bouncer  at  the  door" 


way  computer's  progr'ammed  to  block 
unwanted  traffic  ar-r-iving  fi'om  the  Net. 
"It's  like  having  a  big  bouncer  at  the 
door,"  says  Rick  Tinsley,  assistant  vice- 
pr-esident  at  the  Vivid  Business  Unit  of 
Newbr'idge  Networ'ks  Inc.,  a  maker  of 
networking  hardware. 

To  keep  information  away  from  pr'y- 
ing  eyes  as  it  moves  beyond  the  local 


network,  companies  are  also  encrypt 
their  traffic  with  secret  codes,  or  k( 
This  raises  a  new  issue:  When  milli 
of  individuals  and  cor'porate  enti1 
are  doing  business  in  cyberspace,  e 
using  a  unique  key,  who  will  managf 
of  those  keys?  Who'll  keep  offi 
record  of  them?  A  government  agei 
per'haps,  such  as  the  post  office,  c 
private  company?  "No  one's  done 
for  100,000  people,  much  less  a  i 
lion,"  says  Geoffrey  Baehr,  chief  i 
wor-k  officer  at  workstation  maker 
Microsystems  Inc.  "It  smells  like 
oppor'tunity  to  me." 

One  company  that 
seized  the  opportunit 
Nor'thern  Telecom  I 
The  phone-equipm 
maker  now  sells  a  \ 
gram  called  Entr-ust  t 
besides  helping  man 
large  numbers  of  k 
and  protecting  netve 
traffic  against  sno< 
makes  sure  messages 
r'ive  intact  and  veri 
that  senders  are 
they  say  they  are. 

Indeed,  network 
curity  is  a  field  rife  ^ 
opportunity — and 
knowns.  Baehr  and 
colleagues  at  Sun 
working  on  strategies 
counter'ing  so-called 
nial-of-service  attaj 
Using  a  powerful 
puter',  an  adversar-y  c 
effectively  shut  dow 
company's  Internet  server  by  bomb 
ing  it  with  false  messages.  One 
tion:  a  new  breed  of  firewall  sys 
progr'ammed  to  continuously  look 
for  and  then  block  such  threats.  It 
shows:  For  ever'y  solution  in  ey 
space,  there's  always  another  prot 
to  solve. 

By  John  W.  Verity  in  New 
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addy  fought  in  the  war. 


The  Motorola  MicroTAC  Ultra  Lite' ' 
comes  from  a  long  line  of  heroes. 
Like  the  original  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
lives  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 
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BIG  BUSINESS  ON  THE  NET? 

NOT  YET 

Everyone's  interested,  but  little  real  action  is  likely  until  security  tightens 


For  millions  of  P('  owners,  there  is 
only  one  netwoi'k  that  really  mat- 
ters, and  that's  the  Internet.  This 
vast  collection  of  interconnected 
computers  is  the  fastest-growing  net- 
work around:  More  than  25  million  peo- 
ple will  have  access  to  the  Interaet  by 
the  end  of  this  year,  a  more  than  tenfold 
increase  fi'om  1990,  says  Boston-based 
market  researcher  Yankee  Group.  The 
primary  driver  of  this  e.xplosion  of  Net 
surfers  is  not  interest  in  the  Internet's 
educational  offerings  or  even  its  famous 
(and  infamous)  chat  areas.  Today,  the 
Net  is  being  overrun  by  the  business 
world.  Yankee  estimates  that  more  than 
21,000  businesses — up  from  just  over 
1,000  in  1990— are  connected  to  the 
Internet.  Today,  more  than  75%  of  all 
new  users  are  logging  on  via  corporate 
connections. 

Even  in  the  midst  of  this  rush,  how- 
ever, business  executives  and  informa- 
tion systems  managers  keep  asking  the 
same  question:  Wliat  exactly  will  the 
Internet  do  for  me?  "Right  now,  compa- 
nies are  pretty  much  still  kicking  the 
tires  of  the  Internet,"  says  Stephen 
Franco,  a  Yankee  Group  consultant. 
"They're  not  completely  comfortable 
with  it."  The  companies  that  have  got- 
ten around  to  hooking  up  to  the  Net 
are  using  it  primarily  foi"  communica- 
tions (table).  Just  as  an  internal  local- 
area  network  (LAN)  allows  workers  to 
share  project  data  within  the  office  and 
schedule  meetings  via  E-mail,  the  Inter- 
net is  emerging  as  a  convenient  way  to 
approximate  the  same  interconnectivity 
with  staffers  ai'ound  the  world. 
MAJOR  SAVINGS.  IBM,  for  example,  has  a 
project  aimed  at  supplanting  its  20-year- 
old  worldwide  PROFs  network,  a  main- 
frame-based E-mail  system,  with  the 
Internet.  Code-named  Apollo,  it  provides 
140,000  em]3]oyees  with  access  to  corpo- 
rate news,  colleagues'  telephone  num- 
bers, and  other  internal  data.  This  setup 
can  also  provide  access  to  people  out- 
side the  con^oi-ate  network.  "The  biggest 
productivity  gain  is  not  in  keystrokes  or 


an  Fit  In 


In  a  recent  sui-vey  of  companies,  market  researcher  Yankee  Group 
found  these  functions  are  what  corporations  are  currently  using  or 
planning  to  use  the  vast  Internet  for: 


FUNCTION 

INTERNAL 
COMMUNICATIONS 


EXTERNAL 
COMMUNICATIONS 

ADVERTISING 


DESCRIPTION 

Keeping  distant  oftices 
aware,  with  E-mail,  of 
changes  at  headquarters 

Supphers  and  contractors 
can  track  inventory  or 
project  schedules 

A  Web  page  is  an 
information-rich  way  to 
advertise 

Cut  out  the  middleman  and 
sell  directly  to  the  public 


CURRENTLY  DOING 


30% 
49% 
8% 
5% 


PLANNING  TO 

14% 
27% 
33% 
35% 


things  faster,"  says  John  R.  Pat- 
h's vice-president  for  Internet  ap- 
ons,  "but  the  abihty  to  reach  out 
bserve  firsthand  what  customers 
ind  competitors  are  doing." 

Sterling  Software  Inc.,  a  $434 
.  Dallas  softwai'e  maker,  the  Inter- 
is  been  a  great  way  to  keep  its 
3mployees  in  75  worldwide  offices 
jh  with  headquartei's  and  custom- 
he  company  uses  the  Net  to  dis- 
s  E-mail,  keep  its  various  sales 

■  connected  with  far-flung  research 
1  Bvelopment  labs,  and  to  perform 

stive  demonstrations  of  software 
snts. 

:  ;t  important  for  Sterling,  the  Inter- 
a  whole  lot  cheaper  than  other 
rks.  Geno  P.  Tolai'i,  president  of 
5tems  gi'oup,  says  that  just  to  hook 
the  mainframe  computers  in  its 

■  with  dedicated  phone  lines  would 
t  ost  $500,000.  And  since  the  compa- 
I  )ws  by  acquiring  smaller  software 
:  nies — each  of  which  uses  a  differ- 
'  -mail  system — there  would  have 
1  ai'ge  reciuring  chai'ges  for  licenses 

pgrades  of  the  various  programs 
)stly  high-speed  phone  lines.  By 
the  Internet  for  day-to-day  busi- 
unctions,  "we  estimate  we  save 
$10  million  per  year,"  says  Tolari. 
\.f  PLATES.  For  many  companies, 
j  st  thing  about  the  Net  is  that  it's 
i  step  on  the  road  to  "electronic 
I  jrce,"  which  means  caiTying  out 
ts  of  transactions  between  compa- 
and  consumers — across  the  net- 
To  do  business  on  the  Net, 
1,  a  company  must  first  have  an 
customers  can  visit.  That's 
the  World  Wide  Web  (www) 
in.  This  graphics-based  network 
the  vast  Internet  contains  thou- 
of  "home  pages"  created  by 
)ne  from  neophytes  coming  in  via 
srcial  services,  such  as  Prodigy, 
je  multinationals, 
this  point,  though,  a  Web  page 
)e  little  more  than  an  electronic 
plate  on  the  Infonnation  Super- 
ay.  The  best  Web  sites  offer  key 
lation  about  a  company,  such  as 
,  how,  and  why  to  buy  products, 
le  majority  are  little  more  than 
ech  ads.  "No  one  can  say  what 
leed  to  do  there.  Companies  have 
themselves:  'Does  it  really  help 
do  your  job  better?' "  says  Daniel 
■rt,  director  of  the  client/server 
cal-services  group  for  Electronic 
systems  Corp. 

ile  companies  clearly  see  a  future 
ectronic  commerce  across  the 
let,  few  are  prepared  to  take  the 
i  now.  They're  waiting  until  the 
an  offer  the  same  level  of  con- 
id  security  that  they  can  achieve 
;heir  internal  LANs.  "Right  now, 


closeup 

WHAT  EVERY  VIRTUAL  MALL  NEEDS: 
A  VIRTUAL  BANK 


Think  that  only  Silicon  Valley 
technoids  and  new  media  hip- 
sters are  setting  up  shop  on  the 
Internet?  Think  again.  First  Union 
Corp.,  a  superregional  bank  in  Char- 
lotte, N.  C,  is  about  to  launch  the 
Internet's  fli'st  bank-sponsored  elec- 
tronic marketplace. 

When  CommunityCommerce  opens 
for  business  this  summer,  it  will  op- 


m 

SHOP  TILL  IT  CRASHES:  Prototype  oj  the  E-niuJl 


erate  as  an  electronic  mall,  with  vir- 
tual tenants  such  as  Naturally  Fresh 
Co.,  a  gourmet  food  producer,  and 
the  Durham  (N.  C.)  Bulls,  a  minor 
league  baseball  team.  Just  "outside" 
the  mall  on  another  screen  will  be 
electronic  banking  offerings  from 
First  Union.  Banks  "have  always 
been  a  central  part  of  a  community," 


says  Bill  Farris,  First  Union's  senior 
vice-president  for  mai'keting  and 
strategic  planning.  This,  he  says,  is 
"just  a  natural  extension." 
COMPETITION  ABOUNDS.  Community- 
Commerce  was  the  brainchild  of 
First  Union  ceo  Edward  E.  Cnitch- 
field.  Worried  about  inroads  into  his 
businesses  by  nonbanks  operating 
with  lower  costs,  he  wanted  to  build 
a  service-delivery  sys- 
tem that  would  cost 
less  to  operate  than  a 
branch  and  still  be 
easy  for  customers  to 
use.  To  make  transac- 
tions secure,  the  sys- 
tem encrypts  credit 
card  numbers  before 
they  hit  the  Internet. 

So  far,  only  about 
1%  of  banking  trans- 
actions are  conducted 
from  home.  Mean- 
while, First  Union  al- 
I'eady  has  plenty  of 
competition  in  elec- 
tronic commei'ce  on 
the  Internet  from  the 
likes  of  MCI  Communi- 
cations  Corp.  But  the 
bank  is  deteiTnined  to  establish  a  big 
presence  before  rivals  do.  "The 
train's  coming  down  the  track,"  says 
Edgar  D.  Brown,  senior  vice-presi- 
dent for  alternative  delivery.  "You 
can  either  throw  the  switch  and  tiy 
to  have  it  come  your  way,  or  watch 
it  go  by." 

By  Kelley  Holland  in  New  York 


the  large  commercial  customers  that  I 
deal  with  have  gi'eat  reservations  about 
the  Internet  for  any  mission-critical  ap- 
plications," says  John  T.  Losier,  presi- 
dent of  Bell  Atlantic  Corp.'s  large  busi- 
ness-services unit.  "There  are  security 
issues,  network-access  issues,  control 
issues." 

ONE  BIG  LAN.  The  good  news  is  that 
these  questions  ai"e  being  adch'essed.  No- 
vell Inc.  and  at&t,  for  example,  will  intro- 
duce a  secm"e  alternative  to  the  Internet 
later  this  year  called  at&t  NetWai-e  Con- 
nect Services.  The  network  will  be  run 
by  AT&T,  with  Novell  supplying  softwai'e 
technology  it  has  developed  to  make  the 
worldwide  network  seem  like  one  big 
LAN.  Using  its  12  years  of  LAN-software 
experience,  Novell  says  it  can  provide  a 


central  dii-ectoiy  that  offers  infonnation 
on  all  resources  on  the  network  and 
keeps  track  of  a  network  user's  access 
rights  to  those  resom-ces — just  like  an 
internal  corporate  lan.  Others  are  also 
working  on  providing  so-called  secure- 
transaction  schemes  (page  96). 

Finally,  before  corporations  can  seri- 
ously consider  doing  business  on  the 
Net,  they  need  to  make  sure  consumer 
and  business  transactions  will  be  se- 
cure. Analysts  estimate  that  it  will  take 
12  to  18  months  for  a  widely  accepted 
method  of  encrypting  transaction  mes- 
sages to  take  root  on  the  Internet.  Un- 
til then,  the  Net  is  likely  to  remain  an 
interesting  byway  on  the  road  map  of 
corporate  networks. 

By  Paul  M.  Eng  in  New  York 
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HOW  TO  KICK 
THE  MAINFRAME  HABIT 

At  Sun,  the  network  finally  is  the  computer 


If  Chief  Executive  Scott  McNealy  had 
gotten  his  way  back  in  1987,  Sun  Mi- 
crosystems Inc.  would  never  have 
piux'hased  the  mainframe  computer  that 
still  runs  its  manufacturing.  As  the 
booming  workstation  makei'  outgi'ew  its 
minicomputer  systems  from  Hewlett- 
Packard  Co.,  McNealy  insisted  the  com- 
pany should  "run  Sun  on  Sun."  If  Sun 
did  eveiything  strictly  on  a  network  of 
its  own  workstations  and  servers,  he 
reckoned,  it  would  prove  that  customers 
could  do  the  same.  But  he  lost:  The 
board  outvoted  him  11  to  1  and  went 
with  Amdahl  mainframes. 

McNealy  has  finally  prevailed:  His 
dream  of  running  a  muitibillion-dollar 
business-  entirely  on  a  network  is  about 
t<)  come  tr-ue.  Two  yeai's  ago,  Sun  shoved 
its  mainframe  out  the  door,  hii-ing  Com- 
puter Sciences  Coq).  to  haul  it  away 
to  a  CSC  computer  center  in  San  Diego. 
Now,  Sun  is  i-eady  to  cut  the  connection 
altogether.  Vows  McNealy:  "Early  next 
year,  we're  j lulling  the  plug." 

It  will  be  little  more  than  a  formality. 


CEO  McNEALY:  To  "run  Sim  on  Sun" 
would  show  others  it  could  he  done 


Thanks  to  advances  in  the  powers  of 
Sun's  workstations,  servers,  and  the 
software  that  binds  them,  the  company 
is  already  living  by  its  trademarketl  cor- 
porate slogan:  "Tlie  netwoi'k  is  the  com- 
puter." The  lone  mainframe  is  merely 
one  of  230  sei"vers  feeding  22,000  work- 
stations on  the  Svm  network.  And  it's  al- 
ready a  persuasive  sales  tool.  Says 


Sun's  Networking  Payoff 
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Dennis  W.  Walsh,  chief  infonnation  of 
cer  at  Entergy  Coip.,  a  $6  biUion  utili 
in  New  Orleans,  which  is  iimning  ever 
thing  but  its  billing  system  on  a  n( 
work  of  Sun  computers:  "You  can 
there  and  see  it  working." 
SURPRISE.  Waits  and  all.  Even  the  & 
proclaimed  leader  of  networked  coi 
puting  has  had  to  deal  with  the  issi 
facing  thousands  of  other  businesi 
trying  to  live  on  a  network.  Dela; 
missteps,  and  internal  resistance  hi 
added  years  and  millions  of  dollars 
the  process.  Sun  concedes.  Surp: 
No.  1,  says  William  J.  Raduchel,  Su 
vice-president  for  corporate  pianni 
and  development:  The  biggest  obsta 
isn't  technology,  but  people.  Even  Hi 
ris  Kern  and  Randy  Johnson,  the  m9 
agers  charged  with  carrying  out  t 
transition,  didn't  believe  it  could 
done.  Nor  did  Sun's  engineers,  who  s 
sented  having  to  adopt  mainframe  sajf 
ty  measures  such  as  regular  data  baiK 
ups  and  using  standardized  softwaj'i 
Only  after  years  of  negotiation  and  sj. 
tern  outages  were  they  convinced  tft 
central  coordination  was  a  must. 

The  next  problem:  Off-the-shelf  s( 
ware  to  run  ciitical  operations  on  a  e 
bal  network,  and  share  data  simply  d 
n't  exist.  So  Sun  painstakingly  had 
write  its  own.  SunoANS,  for  instan- 
zaps  new  applications  across  the  n,' 
work  to  the  individual  machines  whi 
they  are  needed.  Now  a  new  applicat' 
is  up  in  a  day,  instead  of  the  weeks; 
months  it  took  with  the  mainframe,  j^i 
other  program,  Sun  Papei'less  Repor-' 
automatically  distributes  data  in  easyt 
read  report  form,  saving  millions^j 
printed  pages  a  year  [' 
All  tliis  networking  is  ah'eady  refl| 
ed  in  Sun's  bottom  line.  For  instar;; 
since  managers  now  have  faster  acc  I 
^M^HHMi  to  inventory  and  or^ 
data.  Sun  takes  only 
days   to   log  revei 
from  the  time  an  or 
is  taken,  down  from 
days  in  1989.  That 
helped  generate  sell 
$700  million  in  c 
Sun's  earnings  are 
pected  to  jump  ab 
80%,  to  $350  million 
a  26%  increase  in  sajl 
to  $5.9  billion,  in  the 
cal  year  ending  June 

Sun  is  far  from 
with  its  network,  H 
ever.  An  early  devel 


'92  '93 


'94  '95* 
•FIRST  HALF 


APPILY,  WE  OFFER  A  TAKE-HOME  SIZE.] 

ther  it's  industrial  size  or  a  more  personal  version,  you  always  get  full  strength  in  a  GMC  Truck, 
ed.  you'll  find  the  strength  of  the  big  Topkick  is  embodied  in  the  Sierra.  Its  body  panels  are  made  of 
te-galvanized  sheet  metal.  Even  its  frame  has  a  similar  C-channel  design  to  the  one  used  on  our 
lium  duty  trucks.  Of  course,  there's  more  to  Sierra  than  steely  functionality.  We've  added  standard 
-wheel  antilock  brakes,  along  with  a  driver's-side  air  bag*on  Sierra  models  below  8600  lbs.  GVWR. 
1  with  Sierra's  independent  front  suspension,  you'll  get  a  smooth,  comfortable  ride  on  most  any  road, 
slide  back  into  the  accommodating  new  interior,  then  pity  the  poor  souls  bouncing  around  in  lesser 
ups.  AU  in  aU.  Sierra  is  everything  you'd  expect  from  a  company  with  over  90  years  of  truck  experience, 
^you're  looking  for  strerigt^.  Sg:ra.^elivers.  Big  time.  For  more  information,  call  1-800-GMC-TRUCK.  ^ 


mi  ^   f"'^"  A"  "^'Shts  Reserved.  GM,  GMC,  GMC  Truck.  Sierra.  Topkick.  and  the  GMC  Truck 

JEJ,.W.  logo  are  registered  trademarks  of  General  Motors  Corporation.  Buckle  up.  Americai 

^ai^'Aitoej*  _ 'Always  wear  safety  belts,  even  with/air  bags.  :  » : 


Sierra 

THE  STRENGTH  Or  vrvmvKrv 


INFORMATION     TECHNOLOGY     ANNUAL  REPOR 


Information  Management 


and  user  of  the  Internet,  it's  adopting 
the  Net's  World  Wide  Web  format  to 
make  company  data  more  easily  avail- 
able. Employees  can  simply  click  on  a 
word  or  phrase,  and  they're  instantly 
connected  to  more  detailed  infonnation 
on  that  subject.  And  Sun  is  at  the  fore- 
front of  using  the  Net  for  electronic 
commerce — forging  digital  links  with 
suppliers,  resellers,  customers,  and  soft- 
ware companies.  Raduchel  is  also  setting 
up  a  Web  server  for  the  chief  infonna- 
tion officers  of  Sim's  top  10  customers  to 
exchange  tips.  Says  Raduchel:  "We're 
moving  from  a  computing  castle  to  a 
computing  community." 
PROMISES  KEPT.  The  toughest  transi- 
tion, though,  still  looms — moving  manu- 
facturing support  off  the  mainframe  and 
onto  the  network.  Sun  had  hoped  to  un- 
plug the  mainfi'ame  last  yeai".  But  Oracle 
Coip.  was  late  with  its  customized  net- 
worked progi'am  for  manufactming  re- 
source planning.  Also,  to  ease  transition 
to  the  network.  Sun  decided  fii*st  to  sim- 
plify its  manufactiuing  operation  by  con- 
solidating distribution  warehouses,  re- 
ducing its  supplier  list,  and  fanning  out 
packaging  and  delivery.  With  the  reor- 
ganization mostly  complete.  Sun  hopes 
to  move  the  last  manufacturing  opera- 
tions off  the  mainft'ame  by  Febniary  in 
the  U.  S.  and  by  August,  19%,  elsewhere. 
By  then,  it  will  be  able  to  make  produc- 
tion changes  daily  or  even  hoiu'ly  instead 
of  biweekly,  says  John  C.  Shoemaker, 
vice-president  for  worldwide  operations. 
The  final  step,  due  to  stait  in  August,  is 
a  data-sharing  scheme  that  will  end  the 
need  to  wiite  complex  middleware  soft- 
ware between  eveiy  progi-am.  Sun  will 
"broadcast"  eveiy  key  transaction  over 
the  netwoi'k,  and  each  opei'ation  will  re- 
ceive only  the  data  it  needs,  translated 
automatically  foi'  their  progTams. 

Network  computing  hasn't  been  nir- 
vana. It  often  requires  spending  more 
on  computer  equipment  and  staff  in 
each  location.  "At  the  end  of  the  day, 
this  might  not  be  cheaper  than  main- 
frame computing,"  says  Sun  Control- 
ler George  Reyes.  But  there's  the  ben- 
efit of  increased  overall  efficiency 
(chart,  page  102). 

Perhaps  more  valuable,  the  network 
has  become  Sun's  chief  selling  tool.  Says 
James  Stikeleather,  a  partner  with  Tam- 
pa computer  consultant  Technical  Re- 
source Connection:  "They've  been  able 
to  do  what  they  promised."  Indeed,  Sun 
has  literally  wiitten  the  book  on  net- 
worked computing:  Riglifsizing  tlie  New 
Eiderprise,  by  Kem  and  Johnson.  Now, 
Sun  has  to  keep  hving  up  to  its  claims. 

By  rnlmi  I).  Hof  in  Palo  Alto,  Calif. 


WELCOME  TO  THE 
OFFICELESS  OFFICE 

Telecommuting  may  finally  be  out  of  the  experimental  stag) 
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t  doesn't  matter  much  that  Mia  Dan- 
iel, a  sales  manager  for  American 
Express  Co.  who  lives  in  West  Palm 
Beach,  Fla.,  rarely  sees  her  supervisor 
or  spends  little  meaningful  face-time 
in  the  office — she's  still  in  the  loop. 
She  even  gets  a  daily  cheerleading  mis- 
sive from  her  boss  via  AmEx's  private 
network  to  her 
laptop,  wherever 
she  is  working. 
"Let's  end  this 
year  with  a  mas- 
sive finish,"  reads 
one.    "THINK  bk;. 

THINK  GIGANTIC. 
THINK  HUMONGOUS. 
THINK  ABSOLUTELY 
ASTRONOMICAL.  DON'T 
STOP  AT  NOTHIN'." 

Most  of  all,  don't 
stop  at  headquar- 
ters. Daniel  and  the 
entire  240-member 
core  sales  staff  at 
American  Express 
Travel  Related  Ser- 
vices Co.  are  tele- 
commuters, mem- 
bers of  the  labor 
force  who  have  cho- 
sen to,  or  have 
been  told  to,  work 
anywhere,  anytime 
— as  long  as  it's  not 
in  the  office. 

With  groupware, 
digital  phone  lines, 
and  wide-ranging 
cellular  networks, 
wherever  these 
workers  are  can  be 
a  node  on  the  cor- 
porate computer 
network.  Market 
researcher  Link 
Resources  says  the 
8.4  million  telecom- 
muters out  there 
today  represent  the 
fastest-gi'owing  por- 
tion of  the  work-at- 
home  set.  It  ex- 


ON  A  SALES  CALL:  AmEx'  Daniel 
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pects  the  number  to  exceed  13  mill] 
by  1998. 

The  push  to  telecommute  has  gaid 
momentum  through  federal  incentijj 
to  reduce  ail*  pollution,  coiporate  effq 
to  cut  office  space,  and  the  need  to  f 
key  talent.  Take  Northem  Telecom  Lt 
Tennessee-liased  service  operation: 
wanted  to  hire  \ 
liam  G.  Holtz  iB 
year  as  vice-pr(f} 
dent  for  global 
teiprise  sei-vices, 
the  former  Uni 
Corp.  executive 
fused  to  leave  PH 
delphia.    North  li 
Tel  got  him  anyv  i 
and  Holtz 
supervises  a  sta: 
1,000,  including 
Nashville-based  ; 
retary,  from 
home     in  Ph 
"There's  nothin: 
can  do  in  an  of 
that  I  can't  do 
home,"  says  He 
"And  you  elimir 
the  cost  of  hav 
an   office  just 
drive  to  and  sit 
DESK  SET.  Con 
nies'  efforts  to 
costs  have  led||i 
some  interesting 
periments.  Erns 
Young  has  imj 
mented  "hotelil  ttilor 
in  which  up  tojlsi 
people  share 
single  desk  in  a 
ly  equipped  of 
on    an  as-nee 
basis.  Emploj 
must  reserve  in  jj 
vance.  Over 
past  three  ye 
the  accounting 
has  slashed 

office  space  reqJ  

ments  by  abol 
million  square  i 


it(l 


PERCENTAGE 
OF  SITES  THAT 
PLAN  ADDITIONAL 
TELECOMMUTERS 


100 


Inventory. 

The  longer  it  sits,  the  harder  it  is  to  move. 


Despite  what  your  balance  sheet  might  tell  you,  inventoiy  is  no  longer 
asset.  Today,  big  inventories  can  slow  business  and  even  bring  it  to  a  screech- 
:  halt.  But  you  can  keep  your  profits  moving  in  the  right  direction  by  boost- 
;  productivity  in  your  supply  chain. 

GE  Information  Services  can  help  you  shorten  cycle  times,  improve 
entory  turns  and  eliminate  out-of-stock  occurrences.  We'll  show  you  how  to 
k  suppliers,  manufacturers  and  distributors  electronically  .so  that  your  pur- 
ise  orders  and  invoices  are  easily  sent  and  tracked,  auditing  is  greatly  sim- 
fied  and  customer  buying  trends  are  instantly  identified  through 
nt-of-sale  data.  For  one  large  retailer,  that  meant  reducing  stock  replenish- 
nt  cycles  from  3  days  to  3  hours.  Another  one  of  our  clients  now  gets  spare 
ts  to  overseas  distributors  up  to  10  days  sooner. 

You'd  be  surprised  how  much  smoother  your  business  will  run  after  a 
le-up  by  GE  Information  Services. 

Productivity.  It's  Au  We  Do."'  GE  Infomiation  Setvices 


For  more  information,  please  call  1-800-560-GEIS,  or  wite  GE  Inlbrmation  Ser\'ices, 
MC07F2,  401  N.  Washinglon  St.,  Rockville,  MD  20850.  Find  us  on  the  Internet  at  http://www.ge.com/geis. 


INFORMATION     TECHNOLOGY     ANNUAL  REPOR 


Mobile  Computing 


saving  roughly  $25  million  a  year. 

But  the  mobile  concept  of  work  does 
not  come  easOy  to  all.  For  now,  it's  most- 
ly salespeople  and  other  travel-intensive 
staffei-s  who  are  moving  out  of  the  office, 
on  the  theory  that  they  weren't  around 
much  to  begin  with.  Many  companies 
still  like  to  keep  an  eye  on  the  troops. 
"This  isn't  the  same  workforce  we  had 
even  20  years  ago,"  says  Joel  Kugel- 
mass,  author  of  Telecommuting:  A  Man- 
ager's Guide  to  Flexible  Work  Arrange- 
meyits.  "But  we're  managing  the  same 
way  we  did  100  years  ago." 

New  technology  could  help.  Afford- 
able desktop  videoconferencing  means 
that  more  home-office  workere  can  beam 
in  as  needed.  Vivo  Software  Inc.  just 
launched  TeleWork-5,  a  $1,495  software- 
based  package  that  lets  telecommuters 
use  video,  share  documents,  and  surf 
the  Internet.  In  April,  at&t,  Intel,  and 
Lotus  teamed  up  to  develop  new  video- 
conferencing products  that  exploit  at&t's 
WorldWorx  Network  Services,  Intel's 
ProShare  videoconferencing  system,  and 
Lotus'  Notes  software.  "The  last  bastion 
of  defense  for  reluctant  managers  is 
'How  can  I  supervise  them  if  I  can't 
see  them?' "  says  Jack  M.  Nilles,  presi- 
dent of  JALA  International,  a  Los  An- 
geles consulting  fii'm.  With  videoconfer- 
encing, he  says,  "that  goes  away." 
FANCY  PHONES.  Local  phone  companies 
are  also  waking  up  to  a  huge  market  in 
the  making.  All  seven  Baby  Bells  are 
rolling  out  integrated  services  digital 
network  (isdn),  speedy  phone  lines  that 
can  caiTy  voice,  video,  and  data  simulta- 
neously. ISDN  had  been  hampered  by 
spotty  availability,  installation  headaches, 
and  high  prices,  but  the  Bells  started 
improving  their  offerings  last  year,  isdn 
is  now  available  in  about  80%  of  the 
country,  at  fast-dropping  prices — Pacific 
Bell  offers  it  for  as  little  as  $2o  a  month. 

But  fancy  phone  lines  will  not  a  tele- 
commuter make.  Many  (jf  the  compa- 
nies that  allow  telecommuting  on  an  ad 
hoc  basis  provide  home  workers  with 
out-of-date  laptops  and  slow  modems. 
David  Goodtree,  an  analyst  with  con- 
sulting gi'oup  Fon'ester  Research,  con- 
tends that  companies  need  to  turbo- 
charge  the  home  office  with  speedier 
eciuipment.  The  cost  of  outfitting  a  tele- 
commuter with  the  right  gear  is  about 
$4,500  for  the  initial  setup  and  $2,150  in 
annual  upkeep.  Tlie  coiporate  infi'astrac- 
ture  also  needs  a  makeover,  with  mod- 
em r-emote-access  computer  servers  and 
toil-free  phone  support  to  use  when  at- 
home  setups  have  problems.  With  all 
the  pieces  in  place,  more  companies  can 
then  follow  the  lead  of  American  Ex- 
press and  THINK  HUMONGOUS. 

Bji  Edward  C.  Baig  in  New  York 


WIRELESS  DATA:  STILL 
TRAPPED  IN  THE  OZONE 

It  must  overcome  glitches,  cost,  and  cultural  resistance 


Wireless  data  was  supposed  to  be 
the  next  big  thing  in  network- 
ing: Over  nothing  but  thin  air, 
mobile  workers  could  relay  E-mail,  pm*- 
chase  orders,  and  inventoiy  reports  as  if 
they  were  deskbound.  The  idea  is  as 
good  as  ever,  but  the  reality  hasn't 
caught  up.  At  General  Electric  Co.,  for 
instance,  only  5%  to  10%  of  the  wii'eless 
communications  budget  goes  for  data; 
the  rest  is  for  voice.  Jerry  W.  King, 
(;k's  manaycr  of  teleeommunicatiim  tech- 


nology, says  that  most  workers  do: 
need  moment-to-moment  access  anyw; 
Asks  King:  "How  does  the  salesm 
really  work,  as  opposed  to  this  id(  n 
the  technologists  have  of  checking  yo  'j, 
E-mail  every  15  seconds?" 

King  and  others  say  wireless  da 
networks  cost  too  much,  don't  offer 
versal  coverage,  and  don't  mesh  w| 
with  their  wii'ed  data  networks.  The ; 
suit:  Yankee  Group  Research  Inc.J 
Bustdii  ronsultiiiu'  firm,  estimated 


Moving  Data  Over  the  Airwaves 

Some  Promising  Approaches 


TECHNOLOGY 

CELLULAR 
NETWORKS 


CELLULAR 
DIGITAL 
PACKET  DATA 


OESCRIPTION 

Radio  modems  in 
laptops  use  cellular 
voice  channels 

Packets  of  data 
fill  idle  gaps  in 
cellular  network 


USES 


Transferring  files 


Short  bursts  of 
data  such  as 
messages 


ADVANTAGES 

DISADVANTAGES 

Available  over 

Expensive 

existing 

network 

Price,  speed, 

U.S.  rollouts 

reliability 

behind 

schedule 

Nearly 

Expensive 

nationwide 

for  large 

coverage 

transfers 

Combines 

Limited 

voice  and  data; 

availability 

all-digital 

course,  no  one  ever  apologized  just  to  get 


CITIBANKS  spend*  And  if  getting  nniles 


2S.  But  when  you  do,  use  the 
bank  AAdvantage*  card  and  you'll 
n  one  AAdvantage  nnile  on 
erican  Airlines*'  for  every  dollar 
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gives  you  an  added  incentive  to 
do  the  right  thing,  v^/e're  all  for  it. 
The  Citibank  AAdvantage 
card.  To  apply,  call  I-800TLY-4444. 


or  was  it  the  miles? 


ixirnum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  cand  is  60,000  miles  per  calendar  year  American  Airlines  Advantage  Platinum'- and  AuAdvantage  Gold'-'  members  are  excluded  from  this  limrt. 
1  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Go'd  are  registered  trademarks  of  Amencan  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and 
offers  at  any  tirpe  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota).  N.A.  ©  1 995  Citibank  (South  Dakota),  N.A.  Member  FDIC 
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year  that  only  1.2  million  Americans 
used  any  fomn  of  mobile  data  network. 
"We  were  naive  to  expect  that  it  would 
take  off  immediately,"  says  Roberta  C. 
Wiggins,  Yankee's  research  director  on 
wireless  mobile  communications. 

There's  hope  in  the  air,  though.  Sup- 
pliers of  wireless  data  networks  realize 
the  deficiencies  of  today's  systems  and 
are  working  hard  to  eliminate  them. 
Wiggins  predicts  that  in  two  years  im- 
proved wireless  data  offeiings  will  begin 
to  reach  a  mass  market.  In  fact,  Yankee 
forecasts  that  the  numbei'  of  U.  S.  cus- 
tomers will  rise  to  7.3  million  by  1998. 
OLD  HABITS.  Still,  venturing  forth  with 
wireless  data  today  requires  careful 
planning.  Wilson  Sporting  Goods  won 
high-tech  brownie  points  and  even  made 
a  magazine  cover  for  equipping  its  sales 
reps  with  laptops  that  linked  up  with 
Chicago  headquarters  via  Motorola  Inc.'s 
Ardis  Co.  wireless  data  network.  But 
around  six  months  ago,  it  went  back  to 
wired  connections.  The  problem:  It  nev- 
er persuaded  most  sales  reps  to  enter 
oi'ders  from  the  road. 

For  now,  the  wireless  data  market 
remains  dominated  by  traditional  uses 
such  as  field  service  and  fleet  dispatch. 
Slightly  more  than  half  the  customers 
use  private,  special-purpose  networks 
run  by  the  tnicking  companies,  govei'n- 
ment  agencies,  and  shippers,  Yankee 
Group  says.  One  third  use  cellular,  ei- 
ther by  hooking  modems  to  convention- 
al voice  channels  or  sending  on  the  cel- 
lular industiy's  new  piggyback  sei-vice, 
called  CDPD,  for  Cellular  Digital  Packet 
Data.  Satellite  services  come  in  next 
with  8%,  dominated  by  Qualcomm  Inc.'s 
data  and  vehicle-location  service  for 
long-haul  tnickers.  Just  5%  use  the  spe- 
cialized data  networks  nin  by  Ardis  and 
Ram  Mobile  Data  usa,  a  company  affil- 
iated with  BellSouth. 

Cutting  prices  is  the  fii-st  prei'equisite 
to  expanding  wireless  data's  niche.  Ardis 
and  Ram  chai-ge  about  15c  foi"  600  chai- 
acters,  or  more  than  1,000  times  the 
per-character  rate  for  a  wii-ed  ti'ansmis- 
sion  with  a  14.4  kilobit- per-second  mo- 
dem. Hardware  pi'ices  are  stiff  as  well: 
IHM  charges  about  $800  for  its  new  line 
of  radio  modem  cards  for  Ardis,  Ram, 
or  CDPi)  systems. 

Netw.<)rk  availability  is  another  defi- 
ciency, though  Ardis,  Ram,  and  others 
continue  to  expand  their  coverage.  The 
CDi'i)  .standard  will  eventually  take 
viai-eless  data  sei-vices  wherever  cellulai- 
phone  networks  reach.  As  yet,  though, 
it's  available  in  only  a  handful  of  mar- 
kets. Ditto  for  Nextel  Communications 
Inc.'s  data  network  that  uses  mobile- 


closeup 

KISS  THAT  OLD 
PATIENT  LOGBOOK  GOODBYE 


For  the  staff  at  River  Hills  West 
Healthcare  Center  in  Pewaukee, 
Wis.,  the  most  dreaded  chore 
used  to  be  the  papenvork.  Each  of 
the  center's  245  residents  was  receiv- 
ing multiple  doses  of  up  to  15  differ- 
ent medications  a  day.  Every  time  a 
doctor  wrote  a  new  order,  it  had  to 
be  transcribed  by  a  secretary  to  a 


ELECTRONIC  RECORDS:  A  ilK.rse  with  lin  nnti'i. 


phone  order,  a  pharmacy  sheet,  and 
several  other  patient  foiTns.  These  all 
had  to  be  checked  by  nurses  and 
then  entered  into  a  three-ring  binder 
Each  month,  nurses  and  secretaries 
spent  about  64  worker-hours  trans- 
ferring records  to  new  logbooks. 

Since  January,  however,  the  whole 
routine  has  changed  for  about  half 


radio    (fleet    dispatch)  frequencies. 

Finally,  there's  software.  Applications 
that  are  designed  for  office-standard  10 
megabit-per-second  local-area  networks 
aren't  practical  foi-  wireless  connections, 
which  run  about  one  thousand  times 
slower.  More  than  a  dozen  companies, 
including  Motorola,  are  trying  to  solve 
that  with  middleware  that  sits  in  the 
wii'eless  device  and  in  a  special  network 
server  and  smooths  the  interaction  be- 
tween them. 

Even  as  suppliers  continue  to  tackle 
these  bugs,  there  are  plenty  of  happy 
wireless  pioneers.  Marcia  G.  Kadanoff,  a 


the  center's  staff.  Instead  of  tran 
scribing  orders,  nurses  wiite  the  firi 
thi'ee  letters  of  a  dnig's  name  on  tb 
screen  of  an  electronic  notepad  callei 
a  CompuScriber.  A  list  of  choices  ap 
pears  on  the  screen,  along  with  box- 
es to  check  off  for  doses  and  time  of 
day.  Once  these  items  are  filled  in, 
the  device  automatically  zaps  the  in- 
formation over  a  900- 
Mhz  wireless  fink  to 
the  River  Hills  net- 
work server.  Records 
are  instantly  updated, 
thus  eliminating  about 
five  stages  of  paper- 
work. "To  say  it's 
made  life  easier  is  an 
understatement,"  says 
Assistant  Director  of 
Nursing  Martha  Kath 

At  first,  nursing 
staff  had  mixed  reac- 
tions to  CompuScribei 
which  CompuPhaiTn 
Inc.,  a  division  of 
GranCare  Inc.  in  At 
lanta,  constructed  froi 
a  Toshiba  486  notepad 
But  in  just  six  month: 
two  of  the  four  units 
had  made  the  switch  at  River  Hills, 
which  is  run  by  GranCare.  The  re- 
maining two  should  be  online  by 
summer's  end.  Next,  they'll  tap  the 
system's  vast  data  processing  pow- 
ers. It  can  prepare  everything  from 
cost  tables  to  lists  of  patients  recei\ 
ing  specific  medications. 

By  Neil  Gross  in  New  Ya 

irasil 

principal  in  Miller/Kadanoff  Directodan 
San  Francisco  direct-marketing  fi 
uses  her  Motorola  Envoy  digital  asi»? 
ant  to  fii'e  off  questions  to  her  staff  i  ^ 
ing  visits  with  clients.  Genei-ally,  an 
swer  comes  back  befoi'e  the  meetin 
over  Says  Kadanoff:  "I  totally  love 
Envoy."  But  would  she  shell  out  n 
than  $1,000  apiece  to  equip  her  s 
with  Envoys?  "If  they  came  to  me 
day,  I'd  say,  'Love  to  do  it.  Let's 
till  the  technology  gets  a  tad  cheap 
That's  why  most  roving  workers 
continue  to  look  for  a  phone  jack. 

By  Peter  Coy  in  New  Jlf  ,,, 
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CZECH  REPUBLIC  I'chek  ri'pabliki  •  Premier  Vaclav  Klaus; 
lion  of  10,5  million;  stable  government;  parliamentary  democracy; 
!d  budget;  GDP  2,5%;  stable  exchange  rate  1  USD  -  27,8  CZK;  low 
n  10%;  low  unemployment  3,1%;  high  foreign  currency  reserves 
4  billion;  low  foreign  debt  USD  9,1  billion;  average  monthly  salary 
;ZK;  PSE  market  capitalization  USD  12,4  billion;  80%  economy  in 
hands;  skilled  and  educated  work-force;  convertible  currency;  free 
ition  of  profits;  tax  treaties:  U.SA,  Netherlands,  C>/prus  and  others 
ry:  from  5th  to  6th  century  arrival  of  Czech  tribes;  from  9th  to  10th 
y  establishment  of  the  Czech  state,  1355  Charles  IV,  Roman 
)r  and  King  of  Bohemia;  1348  Charles  University  of  Prague  founded; 
roclamation  of  Czechoslovakia;  1968  Prague  Spring;  1969  procla- 

of  the  Czech  Republic;  1977  Charter  77;  1989  Velvet  Revolution, 
ng  of  democratic  changes  in  society;  1990  the  Czech  and  Slovak 
live  Republic;  1990  establishment  of  HC&C,  The  Bill  of  Rights; 
irst  wave  of  privatization;  1993  dissolution  of  Czechoslovakia 
tablishment  of  the  independent  Czech  Republic;  1994  signature 
nership  for  Peace  agreement;  affiliated  member  of  EU;  comple- 

second  wave  of  privatization;  municipal  elections  confirmed 
citizens  strong  support  for  market  economy  in  November  1994. 


HARVARD  FUNDS  lha;ved  fandzl  •  closed  funds;  established  in  1991; 
one  of  the  largest  funds  in  the  Czech  Republic,  10%  market  share; 
licensed  and  approved  investment  funds  by  the  Ministry  of  Finance, 
the  Czech  Republic;  member  of  the  Association  of  Investment  Funds  and 
Companies;  largest  shareholder  of  Hai-vard  Funds,  Harvard  Brokerage 
Services,  fund  manager:  Viktor  Kozeny,  education:  Harvard  University; 
fund  management  company;  Harvard  Capital  &  Consulting,  Prague,  the 
Czech  Republic,  established  since  1990;  over  one  billion  USD  in  assets 
under  management;  23  investment  funds;  largest  funds:  Harvard  Dividend 
Investment  Fund  and  Harvard  Growth  Investment  Fund;  listings:  Prague 
Stock  Exchange;  brokerage,  transfer  agent  and  market  maker.  Harvard 
Brokerage  Services,  member  of  Prague,  Bratislava  and  Moscow  Stock 
Exchanges;  largest  holdings:  utilities  25%,  financial  institutions  22%, 
telecommunications  18%,  chemical  12%,  other  10%,  pulp  and  paper  6%, 
construction  4%  and  consumer  goods  3%;  return  based  on  initial  price 
of  voucher  book:  two  thousand  eight  hundred  and  fifty  percent,  2.850% 
(from  May  1,  1992  to  December  16.  1994:  1.035  CZK,'  i.e.  the  price  of 
a  voucher  bookl,  average  annual  return  three  hundred  and  fifty  percent, 
350%;  discount  to  Net  Asset  Value  62%  as  of  16  December,  1994  on  PSE  (last 
trading  day  for  the  year:  December  16,  19941;  dividend  per  share  132  CZK 


Harvard  Funds 

The      Czech     li  e  p  u  b  1  i  c 


,g:  Advertisement  appears  for  information  only.  It  does  not  constitute  an  offer  to  buy  or  sell  securities.  None  of  these  securities  liave  been  approved  for  purchase 
by  any  authority  outside  the  Czech  Republic.  Contact  address  and  phone:  Nam.  Hrdinti  4B,  140  Oil  Praha  4  •  phone  00-42-2-61  06  1  1  21,  fax  00-42-2-61  06  44  44. 
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FASTER  PHONE  NETWORKS? 
ANY  DECADE  NOW... 

Upgrading  local  service  is  hampered  by  60-year-old  laws-but  Congress  may  take  actior 


It's  amazing  what  you  can  do  with  a 
corporate  network  these  days.  Fi- 
ber-optic cables  and  state-of-the-art 
digital  switches  can  whiz  data,  video, 
and  voice  transmissions  around  an  office 
in  any  combination.  Eveiything  works 
gi'eat — until  an  employee  wants  to  reach 
somebody  beyond  the  building.  That's 
the  moment  when  the  Information 
Superhighway  turns  into  a  two-lane 
back  road — otherwise  known  as  the 
public  phone  system. 

On  many  local  lines,  transmission 
speed  drops  from  10  million  bits  per 
second  to  56,000  bits.  You  can  increase 
that  only  if  you're  prepared  to  drop  a 
bundle  for  leased  private  lines.  Either 
way,  your  transmission  costs  go  up. 
Public  networks  are  not  only  slow, 
they're  often  expensive,  too. 
OBSTRUCTIONIST.  This  is  one  problem 
you  can  truly  blame  on  Washington, 
where  political  in-fighting  has  gimimed 
up  efforts  to  deregulate  the  communica- 
tions industiy  for  years.  If  you  doubt 
that  deregulation  will  make  a  differ- 
ence, consider  the  gulf  between  the 
U.  S.  long-distance  market,  where  com- 
petition is  fierce,  and  the  tightly  I'egiilat- 
ed  local  calhng  monopolies,  at&t,  mci 
Communications,  and  Sprint  all  offer 
state-of-the-art  asynchronous  transfer 
mode  (ATM)  switching,  fiber 
networks,  and  high-speed  So- 
net transmission.  Sprint  has 
just  completed  a  network  up- 
grade and  now  guarantees  all- 
digital  service  without  inter- 
niption,  even  if  a  cable  is  cut. 

Then,  look  at  what  local 
phone  companies  are  doing. 
Of  the  seven  Baby  Bells,  only 
(J  S  West  Inc.  offers  ATM  ser- 
vice— t(j  business  customers 
only — throughout  its  14-state 
region.  Pacific  Telesis  Group 
is  seekii;t':  i-egulatoiy  approv- 
al to  offer  a  similar  service 
in  Californi;..  But  none  of  the 
seven  plans  uadespread  ATM 
deployment.  They  cite  the 


morass  of  regiilatory  appi'ovals  and  the 
heavy  investment  and  reengineering  of 
aging  networks  requii'ed  as  reasons  for 
not  pushing  the  new  technology. 

This  is  no  time  to  go  slow,  however. 
"Technology  is  changing  rapidly,"  says 
Daniel  J.  Miglio,  ceo  of  Southern  New 
England  Telephone  Co.  "Public  policy 
is  trying  its  hardest  to  keep  up  wdth 
all  this,  but  increasingly,  public  j^olicy  is 
becoming  outmoded." 

Worse  than  outmoded,  telecom  regu- 
lations can  be  downiight  obstractionist. 
Take  the  efforts  by  two  local  phone 
companies  to  upgrade  their  networks 
to  cany  video  signals  over  phone  lines — 
so-called  video  dial  tone — enabling  them 
to  offer  videoconferencing  as  well  as 
compete  in  cable  tv.  This  recjuires 
spending  biUions  of  dollars  to  replace 
copper  networks  with  some  sort  of 
broadband  technology.  But  before  the 
Bells  can  even  build  a  trial  network  to 
test  the  technology,  they 
need  approval  fi'om 
the  Federal  Com- 
munications Com- 
mission. In  1992, 
both  Bell  Atlantic 
Corp.  and  U  S 
West  applied  for 
permission  to  bulk 


What  a  rollback 
of  the  rules  won't 
do  for  phone 
carriers  is  erase 
generations 
of  monopoly 
thinking 


small  trial  networks  combining  fiber  ( 
tics  and  coaxial  cable.  This  April,  wi 
no  decision  in  sight,  the  companies  si 
pended  their  applications,  saying  t 
technology  had  advanced  so  much  tl 
they  wanted  to  reconsider  theii"  optio 
DISTANT  GLEAM.  But  any  new  appros 
will  have  to  go  through  the  same  api 
cation  process,  starting  from  scrati 
"We've  had  these  permit  proceedir 
held  up  literally  for  years,"  says  B 
Atlantic  General  Counsel  James 
Young.  "And  getting  the  constjucti 
permit  is  only  the  fii'st  step  in  the  p 
cess."  Even  after  they  built  a  video- 
pable  network,  the  Bells  would  still  h 
to  win  approval  for  the  channels  tl 
would  offer  and  the  rates  they  coi 
charge. 

With  the  Information  Superhighs, 
still  just  a  distant  gleam  in  the  eye? 
media  moguls,  some  critics 
the  FCC  may  h; 


carriers  from  making  a  technology 
ke.  But  most  analysts  figure  the 
and  their  customers  would  be  bet- 
f  if  they  could  just  go  ahead,  take 
I,  and  build  something — the  way 
[ulated  companies  do.  "The  video 
one  process  at  the  FCC  is  a  total 
"  says  Scott  Cleland,  an  analyst 
ishington  Research  Group.  "If  the 
could  get  out  from  under  all  this, 
would  be  willing  to  invest  much 


is  could  be  the  year  that  happens, 
ressional  leaders  pledged  in  Janu- 
hat  they  would  overhaul  the  na- 
60-year-old  telecommunications 
by  July  4.  Right  now,  Washing- 
atchers  give  such  a  bill  a  60%-to- 
;hance  of  passing  this  year.  Of 
e,  that's  what  they  said  in 
-and  legislation  that  seemed 
n  to  pass  last  summer  died  in 
enate  in  October  over  differenc- 
'tween  long-distance  and  local 
;  companies. 

is  time  around,  with  the  anti- 
ition  Republicans  in  chai'ge,  the 
,6  is  expected  to  pass  a  bill  this 
1.  A  draft  is  slated  to  reach  the 
;  floor  for  a  vote  by  late  June  or 
July.  If  it  passes,  and  if  differ- 
between  the  Senate  and  House 
)ns  can  be  ironed  out  in  a  joint 
littee,  President  CHnton  is  al- 
sure  to  sign  it.  But  those  are 
s:  This  legislation  affects  long- 
lee  and  local  earners,  cable-TV 
itors,  broadcasters,  and  cellular- 
!  companies — industries  represent- 
le-sixth  of  the  U.  S.  economy.  With 
dnd  of  money  at  stake,  it  is  one  of 
lost  heavily  lobbied  bills  Washing- 
as  ever  debated. 

FOR-ALL?  For  corporate  custom- 
he  proposed  legislation  offers  what 
want  most:  choice.  If  the  bill  pass- 
cal  phone  companies  will  suddenly 
competition  from  cable  companies 
:»ng-distance  carriers.  Corporations 
:h  those  industries  are  planning  or 
already  started  building  state-of- 
•t  local  networks  in  key  cities.  With 
cc's  powers  gi-eatly  reduced,  how- 
the  Bells  would  find  it  fai'  easier  to 
back  with  new  technology  of  their 


lat  deregulation  won't  do  for  local 
anies  is  erase  decades  of  monopoly 
ing.  Bell  Atlantic's  Young  acknowl- 
.  that  the  phone  companies  deserve 

of  the  blame  for  not  introducing 
r  services  sooner.  "I  don't  want  to 
the  impression  that,  if  it  weren't 
he  regulatoiy  hurdles],  we  would 
done  all  this  tliree  years  ago."  The 

dragged  their  feet  for  years,  for 
nee,  on  the  rollout  of  integrated 
ces  digital  network  (isdn)  lines, 
1  can  transmit  voice  and  data  27 


closeup 

A  RAILROAD  FINDS  A  HIGH-TECH 
GUARDIAN  ANGEL 


When  Charles  S.  Feld  signed  up 
as  Burhngton  Northern  Rail- 
road Co.'s  chief  information 
officer  in  1992,  he  found  a  network- 
ing nightmare  at  the  Fort  Worth- 
based  freight  railroad.  There  were 
incompatible  systems  for  dispatch- 
ing locomotives,  cars,  and  crews, 
and  no  central  oversight  for  a  rail 
empire  that  stretches  fi'om  Mexico 


COMMUNICATIONS  CENTER:  Casey 
Jones  now  gets  to  see  trouble  ahead 

to  Seattle.  If  a  flood  or  broken 
switch  forced  changes  in  traffic,  iso- 
lated dispatchers  in  places  like  Alli- 
ance, Neb.,  and  Springfield,  Mo., 
simply  had  to  adapt  when  extra 
trains  unexpectedly  poured  into 
their  regions. 

The  company  is  now  two  years 


into  a  four-year  reengineering  plan 
meant  to  change  all  that.  The  center- 
piece is  a  $120  million  state-of-the-art 
communications  center  opened  in 
April.  There,  dispatchers  can  view 
up-to-the-minute  status  reports  of 
the  entire  rail  system  and  national 
weather  maps  on  massive  18-foot 
screens.  When  trouble  crops  up,  a 
wireless  phone  system  lets  them 
roam  the  183,000  square  foot  com- 
pound at  will.  To  get  the  infomiation 
flowing  into  one  central  place,  Feld 
installed  computer  hubs  in  eight  cit- 
ies that  give  dispatchers  in  Fort 
Worth  direct  control  over  the  trains. 
CARGO  LOCATORS.  Gains  should  be 
evident  soon.  In  May,  Burhngton 
Northern  published  its  fii-st  service 
schedule;  before,  customers  had  to 
wait  for  a  train  to  become  available. 
Bui'lington  Northern  expects  to  im- 
prove on-time  delivery  from  60%  in 
1994  to  90%  by  yearend.  Wlien  its 
70,000  cars  are  outfitted  with  radio 
ID  tags  this  autumn,  customers — 
some  with  their  own  in-house  teiTni- 
nals — will  be  able  to  track  their  car- 
go 24  hours  a  day. 

The  former  Frito-Lay  Inc.  cio  still 
has  a  lot  left  to  do:  Burlington 
Northern's  network  makeover  is  only 
30%  done.  Once  it's  completed,  the 
company  should  double  its  asset  util- 
ization. "The  goal  is  to  have  all  our 
trains  moving  all  the  time,"  Feld 
says.  "If  it  works,  it  will  mean  the 
renaissance  of  rail."  And  replacing 
the  iron  horse  with  a  cyber-horse? 

By  Peter  Burrows  in  Fort.  Worth 


times  as  fast  as  regular  phone  lines.  Af- 
ter all,  why  roll  out  new  technology 
when  customers  have  no  choice  but  to 
keep  buying  the  old?  It  still  takes 
months  to  get  isdn  installed  in  some 
regions,  but  the  Bells  are  moving  to 
meet  rising  demand  from  home-based 
workers  and  Internet  cruisers. 

But  nothing  is  easy  in  pubhc  phone 
land.  In  March,  the  FCC  decided  that 
ISDN  subscriber's  must  be  charged  for 
each  channel  within  the  service  as 
though  it  were  a  separate  line.  Since 
ISDN  can  have  anywhere  from  3  to  24 
channels,  the  niling  could  have  raised 
ISDN  costs  by  40%  or  more.  The  Bells 
protested,  and  the  FCC  tabled  the  idea, 
but  it's  still  looking  at  the  issue. 

If  Congress  passes  the  proposed  leg- 


islation, the  Bells  will  be  freed  from 
such  oversight.  Federal  law  would  re- 
cjuii-e  that  rates  eveiywhere  be  pegged 
to  actual  costs  rather  than  capped  at  a 
predetermined  profit  level,  as  about  half 
the  states  do  now.  Not  that  callers  need 
worry  about  prices  soaring — the  com- 
petition vdll  see  to  that.  Just  look  at 
CaUfornia,  where  intrastate  toll  calling- 
was  thi'own  open  to  competition  on  Jan. 
1.  PacTel  immediately  cut  its  rates  by 
40%.  "Tliere  is  no  question  that  the  imit 
cost  is  going  to  come  down,"  says  Nyn- 
ex  Chaii-man  Ivan  G.  Seidenberg.  "That 
has  been  the  case  in  all  segments  of 
the  communications  business."  Such  sen- 
timents must  be  music  to  American  in- 
dustry's ears. 

By  Catherine  Amst  in  New  York 


"So  we  looked  for  groupwore  that  could  bn\ 


The  first  one  was  supposed  to  be  user  friera 


The  next  pronnlsed  compatibility. 


been  okay,  ^-^f  we  had  lots  of time  to  was^i 


gjr^fm,  isn't  there  sonnething  that  can  turn  )( 


oil  together. 


Not  exactly. 


ley  lied  One  would  hove 


All  it  takes  is  TeamWare™ 
Office:  the  complete  suite 
of  productivity  applications 
that  turns  any  group  into 
a  team,  fast. 

TeaniWare  Office 
includes  e-mail,  info 
sharing,  document  libraiy, 
work  flow,  and  a  team 
scheduler,  all  fiilly 
integrated.  It  suppoits 
the  Windows'"  applications 
you're  probably  already 


MICRDSOT 
WINDOWS 
COMFWIBLE 


NetWare 

Compahble 


using.  And  it's  ready  to  am 
the  first  day — no  matter 
which  major  client/sei'ver 
system  you  have. 


me  on,  weve  got  a  good 


3  a  team? 


Call  for  your  Free 

demo  &  evaluation  pack* 
I.800.20.TWARE. 

Email  Address:  globald@tmware.us.com 

World  Wide  Web  Homepage;  http;//www.tm ware, us.com/tmware 

Tliere  is  simply  no  other 
product  like 
it.  TeamWare 
Office.  Less 
work,  more 
teamwork. 


'Whilt  supplies  last.  ©1995  International  Computen.  Limited,  TeamWARE 
IS  a  trademark  of  International  Computers  Limited.  OS/2  is  a  reyi.stered 
trademark  of  the  International  Business  Machlne-s  Corporation  Solaris  and 
the  Solaris  logo  are  registered  trademarks  of  Sun  Microsystems.  Inc. 
Microsoft  is  a  registered  iradeiTKirk,  and  Windows  and  the  Windows  logo 
are  trademarks  of  MicTo.soft  Corporation-  Novell  is  a  registered  trademark, 
and  the  Yes  logo  Ls  a  trademark  of  Novell,  Inc. 
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Entrepreneurs 


THE  NEW  SULTANS 
OF  CYBERSPACE 

It's  virgin  territory,  and  these  upstarts  are  staking  tLieir  claims 


M 


I  aking  computer 
networks  live  up 
to  their  promise 
lis  no  mean  feat. 
But  entrepreneurs  who 
tackle  the  problem  stand 
to  make  a  fortune.  Take 
Cisco  Systems  Inc.  A 
decade  ago,  it  came  up 
with  a  way  to  make  lo- 
cal-area networks  (LANs) 
talk  to  one  another.  In 
1987,  veteran  Silicon  Val- 
ley investor  Don  Valen- 
tine of  Secjuoia  Capital 
plunked  down  $2.5  mil- 
lion on  the  outfit  and  the 
investment  grew  more 
than  a  thousandfold. 

That  rocket  ride  inay 
be  hard  to  match.  Still, 
analysts  and  ventm-e  ca{> 
italists  see  roaring 
growth  for  companies 
that  can  upgrade  the  e>dsting  generation 
of  network  ecjuipment.  Hot  gToupware 
progi'ams  along  the  lines  of  Lotus  Devel- 
opment Corp.'s  Notes  could  also  be  a 
gold  mine.  And  nearly  eveiyone  is  ro- 
mancing the  Internet.  "The  party  isn't 
over,"  says  Valentine. 

The  most  obvious  plays  are  compa- 
nies that  can  unsnarl  digital  traffic  jams 
on  LANs.  Each  year,  as  desktop  comput- 
ers get  more  poweiful,  the  files  they  ex- 
change get  bigger  and  gobble  up  more 
bandwidth.  To  prevent  bottlenecks,  net- 
work companies  are  pusliing  a  new  gen- 
eration of  switching  gear  that  breaks 
LANS  into  segments  and  then  moves 
l)ackets  of  data  fi-om  one  to  the  next. 
HIGH-SPEED  SWITCHING.  So-called  Ether- 
net switches  speed  things  up.  So  does  a 
newer  approach  called  "asynchronous 
transfer  mode"  (ATM),  which  can  switch 
up  to  ()22  million  bits  of  data  per  second. 
Dozens  of  companies  are  selling  such 
uijgiadrs.  "Switching  is  the  hot  word 
in  l!ie  LAN'  ;u-ea,"  says  ventui'e  cajjitalist 
Geoliivy  Y.  Yang  at  Institutional  Ven- 
ture Pattnei-s  in  Menlo  Park,  Calif.  Net- 
work l-'Mii^herals  in  Milpitas,  Calif., 
which  »j;jki's  such  gear,  went  public  last 


SEIFERT:  Hi.'i  "fitHurt"  LANs  break  up  network  jams 


June  and  has  since  grown  over  100% 
each  quarter.  Yang  also  likes  Grand 
Junction  Networks  Inc.  over  in  Fre- 
mont, which  may  go  pubhc  by  yearend. 

Another  opportunity:  "smart"  LANs 
that  analyze  traffic  to  break  up  jams. 
Agile  Networks  in  Boxborough,  Mass., 
has  combined  Ethernet  LAN  technology 
and  ATM  switching  in  one  box,  along 
with  software  "that  automatically  con- 
nects groups  of  users,  wherever  they 
are,"  says  founder  William  M.  Seifert. 

One  reason  analysts  like  Agile  is 
Seifert's  track  record.  The  45-year-old 
(^EO  developed  the  fii'st  routers  sold  by 
Wellfleet  Communications  Systems,  wliich 


The  magic  word  now  for 
investors  is  "Internet": 
Stocks  of  newly  listed  access 
providers  have  skyrocketed 


later  merged  with  SynOptics  to  form 
ant  Bay  Networks.  Tbday,  network  ua 
have  installed  faster  desktop  compute 
but  LANS  haven't  kept  pace.  By  narro 
ing  the  speed  gap,  Agile's  new  lans  "i 
changing  the  paradigm  in  networkin 
says  customer  Jeff  Marshall,  a  Be 
Stems  &  Co.  senior  managing  direcb 
Connecting  networks  between  cit 
poses  other  problems — and  opportunii 
Phone  companies  have  plenty  of  hii 
capacity  fiber-optic  lines.  But  most 
their  switching  gear  was  designed 
voice  traffic,  where  each  call  need 
separate  connection.  Computer  usi 
don't  need  such  dedicated  circuits, 
earners  ai'e  shifting  to  new  approa 
such  as  ATM  and  frame  relay,  which 
messages  into  packets  and  move  theral 
biu-sts.  Frame-relay  products  and  s[ 
vices  alone  will  soar  fi'om  $8' 
last  year  to  $2.8  billion  in  1996,  predi 
Vertical  Systems  Group  Inc.  in  Dedh; 
Mass.  That's  flooding  the  coffers  of  0/^ 
cade  Commimications  in  Westford,  Ma* 
and  StrataCom  Inc.  in  San  Jose,  Call 
NOVEL  SOFTWARE.  Simplification  is  ^ 
order  of  the  day.  Keeping  up  with 
flood  of  data  pouring  into  a  corpor; 
network  used  to  require  a  tangle  of  t 
minal  adapters  and  a  closet  full  of  lir 
"It  was  a  management  nightmare,"  s. 
ventiu"e  capitalist  James  Lally  of  Klei 
Perkins  Caufield  &  Byei"s  in  Menlo  P; 
Tliat's  why  his  company  invested  in 
cend  Communications  Inc.,  which 
novel  softw;u'e  for  aggi'egating  incoi 
data  and  funneling  it  to  a  LAN.  Asce: 
solution:  a  sleek,  modem-size  box  t 
connects  to  an  LSDN  line.  The  ou. 
racked  up  sales  of  $20  million  in  the  f 
quarter  of  '95.  Its  shai'es,  listed  in  IV 
1994,  have  increased  in  value  sixfold. 

The  magic  word  now  for  investor 
"Internet."  Stocks  of  newly  listed  acc ' 
providers,  such  as  Netcom  Online  Ci 
munication  Services,  have  skyrockel 
And  investors  are  abuzz  over  a  poss:  jp  ,. 
initial  public  offering  tliis  year  fi"om  Tl 
scape.  Laimched  by  Silicon  Graphics 
founder  James  H.  Clark,  it  makes  s 
ware  to  cinise  the  World  Wide  Web. 

There's  an  Inter 
play  for  every  tast 
fi-om  GoLfweb  to  Vocal  |; 
which  lets  Net  surl 
make  long-distance  ph 
calls.  Says  Institutifj 
Venture's  Yang:  "Any] 
that's  related  to 
Internet  is  hotter  thiW 
pistol."  Who  knows?  ^ 
could  be  the  next  Cisjj 
By  Neil  Orosl 
New  ]j 
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Schwab's  New  StreetSmarf  Takes 
Online  Investing  To  A  New  Level.  And 
Now  You  Can  Get  It  At  No  Cost. 


mjplete  securities,  research  and  portfolio  management 


Now,  Schwabs  widely-acclaimed 
StreetSmart  investment  software 
for  Windows®  does  more  to  help 
you  manage  your  investments 
than  ever  before. 

Manage  Your  Portfolio  Any  Time 
You  Want.  StreetSmart  lets  you 
buy  and  sell  stocks,  bonds,  options 
or  mutual  funds  using  your  own 
computer.  Also,  you  can  track  your 
account  balances,  check  quotes 


and  enter  orders -24  hours  a  day 
Exciting  New  Features.  Now  you  can  get  online  access  to  current  investment  infor- 
mation like  personalized  news  clipping  services,  research  databases  and  forecasts  from 

independent  analysts.  We've  also  added  historical  price  graphing 
as  well  as  two-way  e-mail. 

Online  Mutual  Fund  Information.  For  mutual  fund 
investors,  StreetSmart  2.0  now  includes  Schwabs 
Mutual  Funds  Performance  Guide®  which  tracks  the 
performance  of  more  than  900  mutual  funds  and 
can  be  used  effectively  to  help 
you  select  the  funds  that  may  be  best  for  you. 
Save  on  Commissions,  Too.  As  a  bonus  for 
placing  trades  with  StreetSmart,  you'll  save 
an  additional  10%  off  Schwab's  everyday  low 
commissions*  Let  StreetSmart  for  Windows 
lake  your  online  investing  to  a  new  level.  For 
more  information  about  new  StreetSmart  2.0, 

]ust  stop  by  one  of  our  more  than  200  offices  nationwide  or  call  Schwab  today  Offer 
valid  between  May  1  and  August  31, 1995.  Limit  one  per  customer. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


Get  StreetSmart  at  no 
eost  between  5/1/95- 
8/31/95  when  you  hting 
$20,000  in  new  assets  or 
make  3  additional  stock,  bond 
or  option  trades  in  your  Schwab 
account  by  11/30/95.  For  more 
details,  visit  the  Schwab  office  nearest  you  or  call: 

1-800-566-3623  Ext.  81D 

lUmited  Time  Only) 


lable  for  mdividual  investors  only.  *StreelSmarts  10%  discount  is  based  on  Schwab's  current  schedule  and  may  be  used  with  other  offers  at  Schwab's  discretion.  Windows 
;red  trademark  of  Microsoft  Corp.  StreetSmart  2.0  is  available  for  U.S.  addresses  only  ©1995  Charles  Schwab&rCo..  Inc.  All  nphtsrespn-pd  Mpmhpr  sipr/MV<,F  (^/Qji, 


Introducing 
The  First  Notebook 
Tb  Maximize  The  Pentium's 
Full  Potential. 


When  the  rush  was  on  to  introduce  a  notebook  with  a 
Pentium™  processor,  Texas  Instruments  decided  to  do  what 
others  thought  couldn't  be  done. 


We  created  a  noteboolv  that  maximizes  j=m»m^ 
Pentium  performance  by  integrating /m//  PCI  bus  architecture 
in  our  TravelMate  5000. 

And  for  flexible  connectivity,  we  designed  a  way  to  allow 
external  access  from  the  PCI  bus  to  the  latest  peripherals. 

It  was  a  challenge  we  addressed  for  two  simple  reasons: 
to  give  users  true  desktop  Pentium  perfor- 
mance for  faster  running  software  and  expari- 
sion  capabilities  for  investment  protection. 

So  now  you  have  a  notebook  with  smoother  full-motion 
video  and  enhanced  3-D  graphics.  In  addition,  we  designed  the 
Ti'avelMate  5000  to  take  advantage  of  the  "plug  and  play"  capa- 
bilities of  Windows  95®  when  it  becomes  available. 

But  our  engineers  didn't  stop  there.  Wr 
We  added  a  second  lithium  iori  battery  without 
sacrificing  size,  weight  or  eliminating  a  floppy  drive. 

In  addition,  wireless  communication  with  other  notebooks 
and  desktops  is  very  quick  and  easy  with  our  integrated 
infrared  capabilities. 

The  TI  TravelMate  5000.  For  more  information  on  what 
others  thought  you  couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 

EXTENDING     YOUR  REACH™ 


Texas 
Instruments 


Warranty  may  vary  from  country  to  country.  Contact  your  local  TI  office  for  details.  Batteries  and  options 
are  covered  by  a  one  year  limited  warranty.  'Depending  on  model.  TravelMate  and  'Extending  Your  Reach" 
are  trademarks  of  Texas  Instruments.  Windows  95  is  a  registered  trademark  of  Microsoft  Corporation. 
Pentium  Is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  ®  1995  TI. 
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DEAD  DISKS.  FROZEN  FILES. 
WHO  YA  GONNA  CALL? 

A  day  in  the  life  of  network  triage  specialist  Mike  O'Brien 


M 


lichael  G.  O'Brien  is  trying  to 
save  a  life — the  life  of  a  500- 
megabyte  file-sei-ver  disk  drive. 
I  It  failed  yesterday  at  an  afl  agen- 
cy in  Midtown  Manhattan.  Working  imtil 
10  last  night,  O'Brien,  his  boss,  and  a 
colleague  tried  to  master  the  disaster. 
They  were  back  at  6  a.m.  O'Brien  is  op- 
erating on  four  hours'  sleep  and  his 
workshop's  aii-conditioning  is  broken.  It's 
8:45  a.m.,  and  he's  trying  to  download 
files  he  needs  to  test  the  drive.  But  for 
20  minutes  there  has  been  no  answer  at 
two  bulletin  boards  that  have  them.  The 
phone  rings:  his  boss.  The 
client  is  asking  whether  the 

data  can  be  saved  

Welcome  to  a  day  in  the 
life  of  a  computer  techni- 
cian. When  a  PC  displays  a 
strange  eiTor  message  oi' 
a  network  crashes,  it's  peo- 
ple hke  O'Brien  who  get 
the  call.  They're  the  ambu- 
lance crews,  triage  doctors, 
and  heait  surgeons  of  data. 
Without  them,  networks 
would  blink  out  like  dead 
'oulbs  on  a  Christmas  ti'ee. 


Understandably,  it's  a  job  with  a  future: 
The  U.  S.  Bureau  of  Labor  Statistics 
projects  that  the  ranks  of  data-process- 
ing equipment  repairers  will  rise  to 
120,000  in  2005,  fi-om  83,000  in  1992. 

O'Brien,  30  and  mamed  with  a  cliild 
on  the  way,  ended  up  in  the  career  by 
chance.  The  Queens  native  studied  pro- 
gramming at  Bernard  M.  Bai-uch  Col- 
lege (pait  of  the  City  Univereity  of  New 
York),  but  couldn't  find  a  progi-amming 
job  after  gi'aduation.  So  he  went  into 
repairs.  He  has  spent  the  seven  years 
since  working  with  Richard  C.  Nathan, 
majority  partner  of  Tailored 
Technologies  Co.,  a  comput- 
er sales,  installation,  and 
maintenance  company  with 
six  employees  and  10  sub- 
contractors. O'Brien,  now  a 
partner  himself,  describes 
the  job  as  "20%  madden- 
ing" but  it's  clear  he  loves 
it.  "I'm  like  a  detective 
every  day." 


Today's  case  began  at  12:30  yester 
afternoon,  when  clients  at  Milton  Sa 
els  Advertising  Agency  Inc.  started  1 
ing  trouble  opening  files  stored  on  t' 
L:  drive.  O'Brien  went  over  immedi 
ly,  got  the  users  to  log  off,  and  rep 
edly  ran  a  Novell  Inc.  utility  prog  '\f, 
called  VRepair  that  corrects  disk 
rors  by  moving  data  fi'om  bad  spol,  jji,., 
good  ones.  No  luck:  By  the  time  he  i 
started  the  network,  the  drive 
dropped  out  completely 
DATA  PANIC.  Well,  no  gi'eat  loss,  he 
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ured.  All  the  data  was  automatical, 
copied  onto  tape  every  night  at  11 1 
light?  Surprise.  The  procedure  had 
worked  properly,  so  the  last  good  bj 
up  tape  was  nearly  thi-ee  months 


Even  so,  if  the  L:  drive  had  contai 
only  programs,  it  wouldn't  have  t 
too  serious:  You  can  always  get  a 
progi-am.  But  it  turned  out  that  sevljj^j]" 
people  had  been  storing  data  on  it, 
By  this  point,  then,  O'Brien  is  hq 
that  somehow  the  drive  is  actually  (  Q^^^ 


Calls  have  been  coming  in  fron 


ft 


le  flaw  is  somewhere  else.  To  find 
le  has  carefully  transported  it  to 
ed  Technologies  and  attached  it 
rankenstein" — his  name  for  the 
mbered  PC  sprawhng  across  his 
But  to  complete  the  simulation  of 
i  agency's  network,  he  needs  two 

of  software  for  the  drive  conti'ol- 
rd.  Those  programs  can  be  down- 
1  fi'om  two  bulletin  boai'ds,  O'Brien 
i,  but  neither  answers. 
:  of  desperation,  O'Brien  search- 
e  of  Tailored  Technologies'  own 
Irives  for  the  programs,  named 
ran  and  aha1520.  At  9:07  a.m.,  he 
them.  "We  might  be  in  business 

he  mutters.  Fingers  flying  over 
keyboard  and  circuit  cards,  he 
es  together  a  facsimile  of  the  Mil- 
imuels  file  sei"ver — Ethernet,  rout- 
'  inition  table,  and  all. 
anwhile,  a  few  blocks  away  at  the 
Avenue  ad  agency,  Richard  Na- 
md  Travis  Johnson  are  going  from 
to  desk,  getting  people  running 
;e  the  missing  server.  This  turns 
3  be  no  easy  task:  Many  of  the 
»yees  used  versions  of  Windows 
ther  progi-ams  that  ran  on  the  L: 

There  was  already  a  project  un- 
'ay  to  move  those  programs  onto 
dual  PCS.  Now,  the  Tailored  Tech- 
es  SWAT  team  must  finish  the  long- 
i transition  in  a  few  hours.  Further 
iieating  matters,  many  of  the  PCs 

and  a  New  York  law  firm  where  all  the  PCs  are  frozen 


have  undersized  hard  di'ives,  so  Nathan 
has  to  order  and  install  six  new  ones. 
The  priority  hst  is  on  the  back  of  an  en- 
velope. One  woman — bhssfully  unaware 
of  the  crisis — complains  that  she's  miss- 
ing her  favorite  screen  saver. 

With  all  the  new  hardware,  this  is 
getting  to  be  a  costly  job,  but  Nathan 
doesn't  discuss  billing  with  the  agency's 
chief  financial  officer,  Michael  Spano. 
Spano  is  having  a  bad  day  of  liis  own. 
Last  night,  a  track  rammed  his  brand- 
new  sports  car.  And  this  system  crash 
has  happened  at  a  bad  time:  The  agency 
is  working  on  end-of-the-month  bills. 
Says  Nathan:  "I'd  never  bring  up  mon- 
ey at  a  time  like  this.  Bad  form." 

Back  at  Tailored  Technologies, 
O'Brien's  Bugs  Bunny  watch  i-eads  9:50 
a.m.  Calls  have  been  coming  in  from  a 
midtown  law  finn  where  aU  the  comput- 
ers on  the  network  are  frozen  and  from 
a  U.  N.  agency  with  a  screwup  that 
sounds  hke  it  might  be  a  cabUng  prob- 
lem. He  has  farmed  the  jobs  out  to  oth- 
er colleagues. 

POSTMORTEM.  Now,  the  moment  of 
truth:  Time  to  try  out  the  malfimction- 
ing  L:  drive  in  the  full  network  setup. 
Oops.  Frankenstein  "sees"  the  drive  but 
can't  read  anything  from  it.  Anything  at 
all.  What's  more,  the  drive  is  making- 
unpleasant  grinding  and  clicking  nois- 
es. It  appeal's  to  be  a  major,  hreversible 
failure.  Says  the  unflappable  O'Brien: 


"Wlien  you  hear  a  hard  click  when  you 
turn  it  on,  that's  not  good." 

The  only  thing  left  to  do  is  ship  the 
dead  di'ive  to  a  computer  pathology  lab 
that  will  dismantle  it  and  try  to  retrieve 
the  data  for  huncb-eds  or  thousands  of 
dollars.  (In  the  end,  the  agency  cancels 
the  job  when  most  of  the  files  turn  out 
to  be  um-ecoverable.)  O'Brien  unwi'aps  a 
new  drive  and  stalls  loading  it  with  files 
from  the  March  backup  tape.  Around 
11  a.m.,  he  heads  to  the  ad  agency  to 
help  Nathan  and  Johnson  with  the  cli- 
ents. Though  tliis  work  is  less  intriguing 
than  sleuthing  for  faults,  it  has  its  own 
rewards.  After  he  gets  media  du-ector 
Jill  Elias  on  line  about  noon,  she  re- 
sponds: "I'm  printing?  What  a  guy!" 

By  the  time  they  knock  off  for  lunch. 
Tailored  Technologies'  crew  has  done  a 
full  day's  worth  of  work.  A  rescue  like 
this  would  usually  cost  $10,000  or  more, 
parts  included.  Because  Milton  Samu- 
els has  a  service  contract,  Nathan  pre- 
dicts the  ad  agency  will  have  to  lay  out 
only  about  $4,000.  There  are  still  loose 
ends  to  tie  up  there  this  afternoon. 
First,  though,  O'Brien  rides  the  sub- 
way to  Duke  &  Co.,  a  fast-gi'owing  East 
Side  brokerage  and  investment  bank- 
ing firm,  where  there  are  some  com- 
puters to  move  around.  After  the  90- 
minute  commute  home,  he  should  sleep 
well  tonight.  Unless  his  beeper  goes  off. 

By  Peter  Coy  in  New  York 


MUTUAL  FUNDS 


VINIK,  VIDI,  VICI:  A  TALK 
WITH  MAGELLAN'S  GENERAL 

What  Jeff  Vinik  sees  in  store  for  high  tech,  the  economy,  and  Wall  Street 


!?0 


Three  years  ago,  Jeffrey  N.  Vinik 
took  the  reins  at  the  gargantuan 
Fidelity  Magellan  Fund.  Since 
then,  Vinik  has  handily  beaten 
the  Standard  &  Poor's  500-stock  index 
and  left  most  of  his  competitors  in  the 
dust.  So  far  this  year,  the  fund  is  up 
19%.  Those  returns,  Iwwever,  don't  come 
without  risk.  Vinik,  36,  makes  large 
bets  on  stocks  and  industry  groups, 
ivhich  could  be  costly  if  he's  wrong. 
Right  now,  Vinik  has  i6%  of  the  $%3 
billion  portfolio  in  techncjlogy  stocks. 
BUSINESS  WEEK  Correspondent 
Geoffrey  Smith  spoke  urith  Vi- 
nik in  his  Boston  office  on 
June  IS. 


Q:  Are  you  still  putting  mon- 
ey into  technology?  Which 
tech  stocks  do  you  like? 
A:  I'm  still  extremely  bullish 
on  the  tech  sector.  Every  day 
I  am  buying  some  technology 
stocks,  maybe  ones  that 
haven't  run  up  but  have  good 
prospects.  Every  day  I  am 
selling  some  tech  stocks,  or 
trimming  some  that  have  had 
good  runs. 

I  continue  to  be  very  positive  on 
semiconductor  companies  like  Motorola, 
Intel,  and  Texas  Instruments;  software 
companies  like  Computer  Associates 
and  Oracle;  hardware  companies  like 
IBM,  Digital  lEquipment],  and  Silicon 
Graphics;  and  cellular  infrastiiicture 
companies  like  L.  M.  Ericsson. 

Q:  Why  IS  IBM  your  top  holding?  A)>(i 
are  you  concerned  thM  a.  large  share  of 
its  business  is  coming  from  old  hard 
ware—mainframes  ? 
A;  I'm -amazed  at  how  well  IBM  has 
done  in  th*^  last  couple  of  years.  Most  of 
us  at  ]''idelity  have  virtually  doubled 
our  money  on  the  stock  over  the  last 
two  years.  But  despite  its  great  run,  I 
see  a  t.:'rrific  outlook. 

I  <'xt,>ect  IBM  to  earn  over  $10  a 
shart  I  (vis  year,  perhaps  even  $11.50  or 
$12  ?  >  *-are  next  year,  with  reasonably 


good  revenue  growth  of  10%  or 
more.  ...Five  years  ago,  75%  of  IBM's 
profits  came  from  mainframes  or  main- 
frame software.  Now  that's  down  to 
25%.  As  that  percentage  continues  to 
decline,  people  will  feel  more  comfort- 
able vdth  the  stock. 

Q:  We  just  saw  IBM  pay  a  huge  premi- 
um for  Lotus  Development  Corp.  Are 
we  about  to  see  a  wa  ve  of  strategic  ac- 
quisitions in  technology  that  will  give 
this  sector  a  boost? 

m  amazed  at  how  well 
has  done...  [We]  have 


iiV 

IBM 

virtually  doubled  our 
money 


—  JEFF  VINIK, 
Portfolio  Manager, 
Fidelity  Magellan 
Fund 


don't  know  if  we  are  in  the  midst 
wave  of  strategic  acquisitions  in 
ology.  I  can't  think  of  any  technol- 
itocks  that  I  own  because  I  ex- 
:hem  to  be  taken  over. 

otorola,  one  of  your  top  holdings, 
't  been  a  ham  burner.  In  fact. 
Fidelity  ma,nagers  have  been  sell- 
's stock.  Wliat  is  your  assessment? 
s  good  news,  bad  news.  The  bad 
is  that  it's  gone  nowhere  for  the 
8  months.  The  good  news  is  that 
arnings  have  continued  to  trend 
rd  over  that  period  so  that  the 
tion  on  the  company  has  decUned 
icantly. 

ire  are  a  lot  of  negatives, 
■ompany  has  had  an  excess 
:ory  of  analog  phones  in  the 
it's  had  to  recall  some  dig- 
ihones  overseas;  it  hasn't 
as  active  in  [personal  com- 
•ations  services]  licenses  as  — 
5.  Earnings  estimates  have 
cut  somewhat  aue  to  some 
•se  problems. 

hink  for  the  next  two  or 
quarters,  earnings  will  be 

le  with  Wall  Street  esti- 
which  potentially  sets 

up  to  beat  the  estimates  in 
Right  now,  you  can  buy 

•ola  at  15  times  next  year's 

igs  while  two  years  ago  it 

elling  at  25  times  earnings, 
mind,  the  Motorola  fran- 

is  as  good  as  it  ever  was. 


increasing  competition,  margin  pres- 
sure, and  high  valuations  in  the  stocks. 

Q:  What  's  your  scenario  for  the  econo- 
my, interest  rates,  and  the  market? 
A:  I  think  the  economy  is  going  to  re- 
main soft  for  a  while  and  then  pick  up 
next  year  and  in  1997.  I  don't  base  the 
fund  on  predicting  the  direction  of 
interest  rates.  But  my  guess  is,  given 
low  inflation  and  a  slow  economy,  long 
rates  can  come  down  some  more,  and 
short  rates  will  also  come  down,  which 
means  the  Fed  probably  will  ease  some 
over  the  next  several  months,  I'm  def- 
initely bullish  over  the  long  term  on 

Magellan 
Under  Vinik 


ASSETS 


SHAREHOLDERS 


JUNE  30,1992 
MAY  31, 1995 


$20  billion 
$43  billion 


1.9  million 
3.5  million 


TOTAL  RETURN 

JUNE  30,  1992  TO  MAY  31,  1995 


MAGELLAN 

STANDARD  &  POOR'S  500 


52.9% 
42.0% 


months.  I  like  Merrill  Lynch,  Morgan 
Stanley,  and  Travelers,  all  selling  at  7  to 
8  times  earnings.  There's  a  real  trend  in 
this  country  toward  people  investing 
and  saving  rather  than  consuming,  and 
that  should  diive  their-  eainings  for  sev- 
eral years.  I  also  like  Fannie  Mae  and 
Freddie  Mac  in  the  financial-services 
area — good  13%  to  15%  earnings 
growth  selling  at  9  to  10  times  earn- 
ings. In  insm-ance,  I  like  Equitable  Cos. 
and  SunAmerica. 


Q:  Wliat  other  sectors  do  you  like  now? 
A:  I  continue  to  be  very  positive  on  a 
host  of  cycKcal  sectors.  The  cyclical  part 
of  the  U.  S.  economy,  which  was 
boom  and  bust  in  the  1980s,  wall 
be  more  like  boom-boom  in  the 
1990s.  I  expect  continued  pros- 
perity from  companies  like  Cater- 
pillar I'm  also  bullish  on  the 

auto  companies,  like  General  Mo- 
tors, which  is  gaining  share  from 
the  Japanese,  and  is  getting  its 
costs  under  control.  I  also  own 
railroad  stocks  like  csx  and  Con- 
rail.  Railroads,  at  10  to  11  times 
earnings,  are  priced  as  if  this  is 
the  peak  of  the  earnings  cycle, 
but  their  earnings  are  likely  to 
grow  for  several  more  years.  In- 
vestors don't  fully  appreciate 
that. 


TEN  LARGEST  HOLDINGS^ 


£  average  diversified  equity 
is  running  about  four  per- 
■age  points  behind  the  mar- 
?t,  but  Magellan  is  one  of 
the  few  that's  ahead.  How 
come? 

Az  Obviously,  a  heavy  expo- 
sure in  technology  has 
helped,  especially  the  sem- 
iconductor stocte.  Many  of 
those  stocks  are  up  .30%,  40%, 
50%  this  year  In  addition,  the 
cycUcal  and  financial  stocks  that 
I  own  have  done  very  well.  Cy- 
clicals hke  Cat  [Caterpillai-]  and 
General  Motors  have  had  reason- 
ably good  moves.  And  brokerage 
stocks  like  Morgan  Stanley  and 
lerrill  Lynch  have  had  very  good 
oves. 

One  of  the  strongest  sectors  in  the 
oaH  of  tJie  year  lias  been  consumer 
irables  (like  beverages,  foods,  and 
)  and  you  haven't  owned  those 
in  a  long  time.  Are  you  beginning 
mik  consumer  nondurables? 
im  not  particularly  optimistic  on 
itlooks  for  most  of  these  compa- 
[  still  see  slovdng  earnings  gains. 


IBM 

Intel 

General  Motors 
Motorola 
Oracle 

Hewlett-Packard 

*As  of  Apr.  30, 1995,  latest  available 


Texas 
Instruments 

CSX 

Micron  Technology 
Columbia/HCA 
Healthcare 


DATA  FIDELITY  INVESTMENTS 

the  stock  market,  given  the  very  com- 
petitive position  of  American  industry 
and  declining  budget  deficits  in  Wash- 
ington and  trade  deficits  overall.  Low 
inflation,  good  productivity,  gaining  mar- 
ket share  on  a  worldwide  basis — these 
are  all  factors  that  make  me  veiy  bull- 
ish long-term.  I  think  the  conditions 
are  in  place  for  a  good  market  envi- 
ronment over  the  next  six  to  12 
months. 

Q:  Given  your  bullishness  on  rates, 
how  do  you  view  financial  stocks? 
A:  I  like  financial  stocks  a  lot  [but]  not 
only  because  my  guess  is  that  rates 
vdll  come  down.  I  see  good  fundamen- 
tals, good  earnings  growth,  and  rea- 
sonable valuations  because  a  lot  of  the 
stocks  have  corrected  over  the  last  18 


Q:  Since  the  U.  S.  market  has 
moved  up  so  much  relative  to  fcn'- 
eign  stocks,  are  there  now  oppor- 
tunities abroad? 

A:  It's  no  accident  that  U.  S. 
stocks  have  outperformed  most 
markets  around  the  world  both 
in  1994  and  1995.  It  refiects  the 
very  good  fundamentals  of  this 
country.  While  I  do  own  a  hand- 
ful of  companies  overseas  like 
Ericsson,  Nokia,  klm  Airlines  and 
Philips,  the  vast  preponderance 
of  the  best  ideas  are  here.  I  also 
own  some  Canadian  natural  gas  stocks. 

Q:  You  have  eyiormous  holdings  in 
many  companies,  some  worth  over  $1 
billion.  Do  you  worry  about  your  abil- 
ity to  unwind  large  positions  in  a  bear 
market? 

A:  I  worry  about  bull  markets,  bear 
markets,  corrections.  I  try  to  envision 
eveiy  possible  scenario.  If  there  were  a 
coiTection  in  the  market  or  a  bear  mar- 
ket, I  would  expect  that  Magellan 
would  go  down  more  than  the  s&p  500, 
given  its  aggressive  position.  It  has 
done  so  in  probably  every  market  cor- 
rection over  the  last  1.5  years.  Last 
year  we  had  a  correction,  and  I  used 
the  time  to  improve  the  positioning  of 
the  fund  for  the  next  better  market 
environment. 


Finance 


BONDS 


FLOATING  A  BOND, 
NOT  PASSING  THE  HAT 

Charities  are  rushing  to  use  tax-exempt  finance.  Good  idea? 


RAZING  CAPITAL:  Boiuh  are  bnildiinj  it  new  Mui^eum  of  Contemporary  Art  rn  Chicayo 


In  late  May,  constiiiction  equipment 
began  rolling  onto  the  gTouncIs  of  the 
Norton  Gallery  and  School  of  Art, 
tearing  out  a  street  and  bulldozing  a 
small  building  at  the  museum  in  tony 
West  Palm  Beach,  Fla.  Housing  a  collec- 
tion of  Impressionist  and  20th-centuiy 
American  art,  the  Norton  is  commenc- 
ing a  major  expansion.  Although  it 
boasts  a  respected  array  of  philanthrop- 
ic and  corjjorate  boai'd  members,  it's  no 
more  flush  with  cash  than  most  other 
cultural  institutions  these  days. 

So,  to  finance  the  Norton's  $16.7  mil- 
lion expansion  and  i-enovation,  directoi-s 
organized  a  fund-raising  campaign.  But 
they  also  turned  to  a  source  of  funding 
long  tapped  by  cities,  universities,  and 
health-care  in.stitutions — tax-exempt 
bonds.  The  projected  savings  on  the  30- 
year  deal:  a  handsome  .$1.2  million  in 
interest  costs  over  a  traditional  bank 
loan.  Tlie  debt  will  be  serviced  with  in- 
come from  a  bolstered  endowment. 

Caur:'!i1  between  reduced  funding 
fi'om  fedc'iu  and  local  governments  as 
well  as  overburdened  private  sector 
sources  and  the  need  to  spince  up  old 


buildings  or  construct  new  ones,  a  wide 
arTay  of  not-for-profit  or-ganizations  like 
the  Norton  are  r-aising  tax-exempt  mon- 
ey at  a  sharp  clip  (chart).  From  the 
Western  Washington  Fair  Assn.,  which 
nms  a  state  fair;  and  the  Father-  Flana- 
gan's Boys'  Homes  in  Nebr-aska  to  the 
Art  Institute  of  Chicago  and  the  Phillips 
Academy  prep  school  in  Massachusetts, 
financial  executives  are  discover-ing  the 
special  allure  of  the  tax  exempt-mar*- 
ket:  It  allows  them  to  shave  as  much  as 
300  basis  points  from  their-  borrowing 
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costs.  "It's  kind  of  a  gift  to  public  ir  j- 
tutions,  a  much-needed  one  r-ight  nc,' 
says  John  D.  Cartland,  who  heads  le 
not-for-pr'ofit  practice  at  Arthur  Anc  • 
sen  &  Co. 

Found  money,  though,  often  contii; 
hidden  or-  unexpected  costs.  Cheap  crl- 
it  has  caused  some  less-than-financia^ 
astute  institutions  to  get  in  over  tl 
heads  and  some  bankers  warn  of  ) 
ther  pr-oblems  ahead.  "There  is  an  i 
nite  number  of  causes  and  a  fin 
amount  of  donor  money,"  c; 
tions  Mark  E.  McCarthy,  ser 
vice-president  at  Chicago's  i 
Salle  National  Bank,  which  n 
provided  letter's  of  credit  to  r  i 
profits.  "The  more  people  m 
add  debt  to  the  equation,  * 
closer-  you  will  get  to  the  bret 
ing  point,  and  the  greater  ' 
i-isk  some  will  fail." 
NUANCES.  Most  of  the  bors 
which  ar-e  under-written  by  si 
investment  banks,  are  plaii 
with  mutual  funds,  insura:| 
companies,  and  other  institutil 
al  buyers.  But  some  smalls 
sues  are  sold  to  unsophisticai 
r-etail  investors.  "You  don't  w]t 
widows  and  or-phans  holdingji 
to  them,"  says  Kenneth  li 
Ker-zner,  managing  director!! 
Fir-st  Chicago  Capital  Mark(S 
one  of  the  most  active  not-1! 
{profit  under-v^riters.  "There's! 
way  you  can  explain  the  nuai 
es  to  them." 
Nuance,  indeed,  abounds  in  scnitii 
ing  not-for--profit  bonds.  The  finanii 
perfor-mance  of  many  issuer-s  can  be  v  i 
volatile,  for-  instance.  And  collateral  si 
as  art  collections  is  usually  off  lim 
Investor-s  thus  usually  demand  that  d( 
r'eceive  a  credit  agency  r-ating,  insurai 
or  letters  of  credit.  "These  issues 
quir-e  special  analysis,"  says  Paul  C.  \ 
liams,  head  of  investment  strategies  i 
resear-ch  at  John  Nuveen  &  Co.,  a  rm 
tax-exempt  investor-. 

Consider  what  rating  agencies  £ 
banks  look  at  when  assessing  the  ri, 
of  not-for-pr-ofits.  For  museums  i 
symphony  orchestr-as,  it's  everyth: 
ft-om  local  competition  to  the  comp( 
tion  of  the  boar-d  of  trustees,  which 
pinch,  might  be  called  upon  to  rus 
up  mor-e  endowment  money.  Standarc 
Poor-'s,  which  r-ated  the  Art  Institute 
Chicago's  .$2.5..5  million  issue  in  Febru; 
A/A-1,  offset  its  concerns  about 
str-eam  of  operating  deficits  and  mou 
ing  debt  with  the  comfort  of  a  .$222  r 
lion  endowment.  Pr-ofessional  organi 
tions,  including  such  recent  issuers 
the  Association  of  American  Medi 
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Its  the  new  office.  But  it's 
not  what  you  think.  It's 
an  office  without  walls  or 
^  desks.  Without  the  rules 
of  time  or  place.  It  lets  you 
work  the  way  you  ivayit 
instead  i  )f  how  you  have  to. 
It  can  all  happen,  with  A'lXT's  INTLnXY"  Multi- 
Media  Solutions.  An  ever-expanding  coninui- 
nicatirms  framework  that  plugs  you  into  all  the 
latest  technology  as  it  happens. 

INTUITY  Solutions  let  you  market  to  your 
customers  in  innovative  ways.  Free  you  from 
routine  tasks.  Open  your  office  to  the  rest  of 
the  worid.  And  to  the  future. 


AT&T  can  do  all  these  things  for  you  today. 
And  with  the  integration  of  fa.x,  interactive  voice, 
data  and  video,  you'll  be  able  to  do  things  you 
never  imagined. 

Call  ATcSJ  Glolxil  Business  Cc;mmunications 
Systems  at  1800  325-7466,  ext.  531.  Find  out 
how  INTUITY  AUDIX"  Solutions  and  INTlim' 
CONVERSANT"  Systems  can  help  set  y(.)u  free. 
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Finance 


Colleges,  are  sciutinized  for  the  stability 
of  their  memberships,  mbia  Inc.,  the 
largest  insurer  of  municipal  bonds, 
which  has  backed  deals  from  the  New 
York  Public  Libary  and  the  Choate 
Rosemaiy  Hall  School  in  Connecticut, 
won't  even  consider  a  bond  unless  there 
are  unrestricted  funds  on  the  balance 
sheet  gi'eater  than  the  total  debt  level. 

The  major  mistake  not-for-proftts 
make  is  to  get  "seduced"  by  cheap  fi- 
nancing, as  Fii-st  Chicago's  Keraner  jjuts 
it,  and  overbuild.  Take  the  Fernbank 
Museum  of  Natural  History  in  Atlan- 
ta. Though  it  lacked  an  endowment  or  a 
permanent  collection,  it  was  able  to 
raise  $20  million  in  tax-exempts  in  1990 
to  put  up  a  new  building.  But  it  badly 
overestimated  admi.ssion  revenues.  On 
May  1,  Fernbank  missed  an  interest 
payment  of  $1.3  million  and  is  now  try- 
ing to  resti'ucture  its  debt  and  raise 
contributions. 

SECONDARY  EFFECT.  The  venerable 
Boston  Museum  of  Fine  Art  is  finding 
that  the  interest  burden  from  $33  mil- 
lion in  bonds  issued  in  the  1980s  for 
renovation  and  new  constixiction  is  com- 
pounding the  institute's  opei'ating  prob- 
lems; it's  now  five  years  in  the  red. 
"When  you  issue  debt,  you  have  to  be 
very  cautious  and  remember  you  need  a 
plan  to  pay  it  back,"  notes  Thomas  W. 
Fitzgei'ald,  director  of  finance.  The  mfa, 
which  had  simply  hoped  to  repay  the 
interest  out  of  opei'ating  income,  is  cut- 
ting staff  and  programs. 

Fortunately,  not-for-profits  ai-e  finding 
that  shiny  new  bond-financed  buildings 
beget  scads  of  new  contributions.  Take 
Chicago's  Museum  of  Contemponuy  Ait, 
whose  headquarters  just  off  Michigan 
Avenue  was  constructed  with  a  $50  mil- 
lion tax-exempt  bond  issued  last  year-. 
The  new  building,  five  times  the  size  of 
its  old  facility,  was  a  big  spur-  towai'd  a 
$55  million  endowment  campaign,  most 
of  it  now  pledged,  says  Kathleen  A. 
Hechinger;  finance  manager  for  the  pr-oj- 
ect.  To  pay  off  the  debt,  the  museum 
plans  to  use  income  fr-om  the  endow- 
ment. Hechinger  says  the  pi-ocess  of 
planning  the  bond  issue  imposed  a  use- 
ful financial  discipline  on  the  museum. 
Wliat  about  the  risks?  "I  would  be  con- 
cerned if  the  curator-s  were  running  the 
museum,  which  they  aren't,"  she  adds. 

!''or-  not-for-pr-ofits  that  can  hew  to 
such  'inanciai  disciphne,  tax-fr-ee  bonds 
can  be  useiiil  tool  to  meet  mounting 
budgc-tiirv  i)i'essures.  For  those  that 
'  ee  bonds  could  be  a  bargain 

bt  devil. 
'  in]  A.  Me.Jcher  in  Ckicago, 
with  Mar. a.  Mallory  hi  Atlanta  and 
Mark  Mareimiiif  in  Boston 
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MERGERS 


A  NEW  GIANT  STALKS 
THE  BACK  OFFICE 

But  is  First  Data  big  enough  to  beat  back  MCI  and  AT&T? 


At  fir-st  glance,  it  looks  hke  a  field 
day  for  antitrust  lawyers.  On 
June  13,  First  Data  Corp.  agr-eed  to 
mer-ge  with  archrival  Fir-st  Financial 
Management  Corp.  The  two  companies 
ar'e  major'  players  in  the  enorTTious  but 
little-watched  market  for  tr-ansaction 
services — the  authenti- 
cation, transfer,  and  r'e- 
cor'ding  of  electronic 
payments  for  merx-hants 
and  credit-car-d-issuing 
banks.  The  mer-ged  en- 
tity, which  will  be 
known  as  First  Data 
and  will  have  r-evenues 
of  more  than  $4  billion, 
will  dwarf  other-  inde- 
pendent tr-ansaetion  pr-o- 
cessors  (table).  "The 
combination  is  going  to 
be  phenomenal,"  says 
Richar-d  K.  Weingarten, 
an  analyst  at  Montgom- 
ery Securities.  Among 
independent  ti-ansaction 
processor-s,  "there  is  no 
one  positioned  like  them.  I'm  pumped." 

The  Justice  Dept.  is  likely  to  scruti- 
nize the  deal,  especially  since  both  com- 
]3anies  own  lar-ge  money-tr-ansfer-  oj^er-a- 
tions.  Fir-st  Financial  bought  Western 
Union  Financial  Ser-vices  Inc.  last  Sep- 
tember-— by  outbidding  First  Data  and 
other  contender-s.  And  Fir-st  Data  could 
conti-ol  mor-e  than  30%  of  the  mar-ket  for- 
pr-ocessing  Visa  and  Master-Car-d  tr-ans- 
actions,  accor-ding  to  David  Robertson, 
president  of  cr-edit-car-d  newsletter-  The 
Nils()»  Repoii. 
CROWDED  FIELD.  In  fact, 
the  mar-ket  for  electron- 
ic transaction  process- 
ing is  becoming  more 
competitive  each  day.  In 
the  past  two  years,  mci 
Communications,  at&t, 
and  IBM  have  all  joined 
the  fr-ay.  MCI  in  Api-il 
announced  the  launch  of 


DUQUES:  "We're  . . .  making 
cash  [into]  roadkill" 


BUILDING  A  MONOPOLY? 


REVENUES  OF  SELECTED  TRANSACTION 
PROCESSORS  FOR  THE  PAST  12  MONTHS 

MILLIONS 


vice  to  handle  every 
piece  of  business  in- 
volved in  pr-ocessing  an 
electronic  payment, 
ft-om  the  moment  a  cus- 


FIRST  DATA* 

$4,170 

EQUIFAX 

"T,487 

MEDAPHIS 

300 

SPS  TRANSACTOR  SVCES. 

277 

NATIONAL  DATA 

""23T 

TOTAL  SYSTEM  SERVICES 

200 

tomer's  card  touches  an  electronic  re 
er  to  the  closing  of  the  sale.  And 
June  6,  AT&T  cut  a  deal  with  Checkf 
Corp.  to  handle  electr-onic  bill  payme 
over  AT&T  distr-ibution  channels 

The  flurr-y  of  inter-est  in  transact 
ser-vices  isn't  hard  to  imderstand.  ^^ 
the  exponential  gro\ 
of  the  Internet  and 
acceptance  of  cr-edit  ; 
debit  cards  ever-ywh( 
from  ballparks  to 
stations,  electrorric  ci 
merce  is  expanding  ; 
rapid  clip,  says  F 
Data  Chairman  and 
Henry  C.  (Ric)  Duqi 
SHOPPING  TIPS.  Wl 
electr'onic  payments 
count  for  just  I49t 
the  $5.5  trillion  in 
payments  today,  he 
that  pr-oportion  exp 
ing,  even  as  total 
ments  reach  $8.5  t 
by  2000.  Duques 
the  combined  com 
will  have  only  16%  or  so  of  the  elect 
ic-payments  mar-ket,  adding  that 
deal  will  give  him  the  scale  to  com 
effectively. 

Fir-st  Data  is  already  on  track  tc 
fer-  some  nifty  new  electronic-comm( 
ser-vices.  It  will  take  over  a  First 
nancial  deal  to  provide  transaction- 
cessing  services  for  Micr-osoft  Coi 
new  onhne  ser-vice,  Microsoft  Netw 
Fir-st  Data  has  also  launched  U$av 
prog-r-am  to  give  mer-chants  pr-oprie' 
data  on  their  < 
tomers'  buying  ha 
so  they  can  marke 
them  more  effecti^ 
And  it  is  striving 
shift  the  market  f 
cash  to  plastic. 
going  to  win  by  n 
ing  cash  [into]  roav 
on  the  Informa 
Superhighway,"  Dut 


Assumes  combination  of  First  Data  and 
First  Financial  Management 

DATA:  BROADVIEW  ASSOCIATES 


Sounds  good.  Bu 
had  better  watch 
for  all  the  traffic. 

By  Kelley  Hollan 
New  York 


Introducing  Select  Edition  Pre -Owned  Jaguars 

Just  as  the  gardens  were  tended,  the  marble  polished 
and  the  pools  filtered,  these  Jaguars  have  been  pampered, 
groomed  and  coddled. 

Superb  condition,  however,  is  merely  the  starting 
point.  To  be  eligible  for  sale  as  a  Select  Edition  vehicle, 
a  Jaguar  must  pass  our  rigorous  120-point  inspection 
and  meet  strict  age  and  mileage  criteria. 


Certification 

Factory  Warranty 

Value 

120-point  mechanical 

6  years/75,000  miles 

Recent  model  years  witli 

and  cosmetic  inspection. 

lix)m  original  purchase* 

low  mileage.** 

The  Select  Edition  program  offers  exceptional  values 
on  exceptional  Jaguars.  Which  means  that  for  a  reason- 
able price,  you  can  drive  away  in  a  fully  certified  Jaguar 
with  the  added  assurances  of  a  factory  warranty  and 
free  24-hour  Roadside  Assistance? 

Have  you  ever  imagined  a  Jaguar  parked  in  front  of 
your  home?  Well,  now  you  can  put  it  there  for  real. 

For  more  information,  call  1-800- 4-JAGUAR. 


Inside  Wall  Street 


BY  GENE  G.  MARCiAL 

HAS  RON  PERELMAN 
SPOHED  A  PEARL? 

If  you're  a  Ron  Perelman  fan  who 
wants  to  get  in  on  one  of  his  stock 
plays,  you  may  want  to  ape  what  some 
pros  ai'e  doing:  snapping  up  the  shares 
of  Abex  (ABE),  now  at  9K.  Tliis  little- 
known  maker  of  flight-  and  engine-con- 
trol systems  and  hy- 
draulic pumps  for 
aircraft  is  being  swal- 
lowed up  by  Perelman's 
MacAnch-ews  &  Forbes. 

Under  an  agree- 
ment, Abex  is  merging 
with  two  other  Perel- 
man businesses:  Con- 
solidated Cigai-,  Ameri- 
ca's largest  stogie 
maker,  and  Mafco 
Worldwide,  the  leading 
producer  of  licorice  ex- 
tract,  a  flavoring  agent 
used  in  tobacco  and  confectionery  prod- 
ucts. The  combined  company  will  be 
called  Mafco  Consolidated  Group,  which 
will  be  80%-owned  by  Perelman. 

As  pait  of  the  merger  aiTangement, 
for  each  share  of  Abex,  shareholdei-s 
will  receive  three  securities:  one  share 
of  Abex'  aerospace  company,  which  will 
be  renamed  Power  Control  Technolo- 
gies and  will  trade  on  the  Big  Board; 


PERELMAN: 

One  isecurity 
becomes  three 


LINKS  WITH  CIGARS 
AND  LICORICE 


one  quarter  of  a 
share  of  common 
stock  in  Mafco 
Consolidated,  also 
on  the  Big  Board; 
and  one  "value 
support  right," 
which  is  designed 
to  ensure  that 
within  a  stated 
period  the  com- 
bined mai-ket  val- 
ue of  the  package 
received  will  be 
at  least  $10. 

"Even  before 
Perelman  is  half- 
way to  where  he 
wants  to  take  Mafco,  the  combined  val- 
ue of  the  stocks  should  be  twice  the 
cun  e'ci  price  of  Abex,"  says  the  head 
of  an  investment-and-research  boutique 
in  Sari  Francisco  who  started  accumu- 
latiM  ••  Ancix  shares  when  it  was  at  7. 
Abe.\  ha;-  ome  $200  million  in  cash, 
besidi  1-.  ihe  aerospace  unit's  assets. 
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This  investment  pro  believes  Perel- 
man wants  to  sell  the  aerospace  divi- 
sion as  quickly  as  possible.  He  esti- 
mates this  operation  alone  is  worth 
"north  of  7  a  share." 

"Buying  Abex  shares  at  this  point  is 
a  small  bet  on  Perelman,"  says  Stuait 
Rudick  of  Mindful  Partners  in  San 
Francisco,  who  likes  to  play  Perelman's 
forays  into  different  stocks.  "His  strate- 
gic moves  into  Revlon,  Coleman,  and 
Mai"vel  Entertainment,  to  name  some 
of  them,  have  made  me  big  bucks," 
says  Rudick. 

Rudick  believes  Perelman  vrill  use 
Abex  as  a  vehicle  to  make  additional 
lucrative  acquisitions,  possibly  including 
a  casino  in  either  Atlantic  City  or  Las 
Vegas. 

A  ROCKET  MAKER 
SET  TO  BLAST  OFF 

For  neai'ly  two  yeai's,  shares  of  rock- 
et maker  Orbital  Sciences  (orbi) 
have  been  hovering  between  16  and 
18.  But  that  may  be  about  to  change. 
Joan  Lappin,  president  of  Gramercy 
Capital  Management,  says:  "Orbital's 
management  is  doing  an  excellent  job 
of  building  value,  and  one  of  these 
days,  the  stock  will  explode  to  the  up- 
side." She  sees  it  hitting  30  in  12 
months  and  50  in  24  months. 

Wliat's  fueling  her  optimism?  This 
time  it's  isn't  just  the  brightening  fun- 
damentals. Along  with  Pnidential  Se- 
curities aerospace  analyst  Gai-y  Reich, 
she's  convinced  Orbital  has  become 
buyout  bait. 

"Orbital  is  succeeding  amazingly  well 
in  trying  to  commercialize  space  on  a 
shoestring  budget,"  says  Lappin.  The 
company  builds  low-cost  rockets,  satel- 
htes,  earth  stations,  and  handheld  "glo- 
bal positioning  communicators."  NASA 
recently  placed  a  $70  milhon  order  for 
Orbital  to  build,  with  Rockwell  Intei- 
national's  help,  a  reusable,  low-cost 
launch  vehicle. 

Lappin  thinks  RockweO  may  try  to 
buy  Orbital,  at  40  a  share.  Reich 
agrees,  although  he  thinks  the  buyout 
price  could  be  closer  to  50.  If  Rockwell 
buys  Orbital,  Rockwell  "would  again 
capture  the  leadership  in  space  it  once 
had,"  says  Reich.  Rockwell  was  the 
leading  producer  of  manned  space  sys- 
tems, such  as  Apollo  and  the  Space 
Shuttle.  "It  now  finds  itself  in  the  em- 
barrassing position  of  having  to  go  to 
Orbital  to  build  the  [low-cost]  X-34 
shuttle,  because  nasa  feels  Orbital 


has  the  inside  track,"  says  Reid 
Another  possible  suitor,  according 
Reich  is  McDonnell  Douglas,  which  all 
found  a  need  to  team  up  with  Orbifcl 
WHien  NASA  asked  for  bids  for  its  nej 
"Medlite"  launch  system,  he  recal 
McDonnell  needed  Orbital's  skill 
make  bid.  Rockwell  and  McDonneD  d 
clined  comment  as  a  matter  of  polio; 

SPICY  TALK 
ABOUT  TELEMUNDO 

A funny  thing  happened  to  TelemunI 
Group  (tlmd)  after  it  emerged  firq 
18  months  in  bankr-uptcy  on  Jan.  3: 
stock,  then  at  7,  shot  up  to 
June  13.  What's 


TWO  STAKEHOLDEi 
ARE  STOCKING  INI 
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going  on? 

The  cast  of 
characters  who 
are  involved  in 
the  company  may 
have  a  lot  to  do 
with  the  impres- 
sive climb.  Tele- 
mundo  is  a  Span- 
ish-language TV 
netwoi'k  based  in 
Miami  that  reach- 
es 86%  of  U.S. 
Hispanic  house- 
holds. The  person 
who  guided  Tele- 
mundo  out  of 
bankruptcy  was  Leon  Black,  who  a 
mns  Apollo  Advisors,  a  "vultiu-e  fui 
that  scoops  up  depressed  shares  of  < 
tressed  companies.  Using  Apollo's  1 
stake,  Black  took  over  as  chairman 
crafted  Telemundo's  recovery.  It's  cli 
to  many  pros  that  Black  isn't  enthi 
astic  about  ininning  a  TV  network, 
they  reckon  he'U  rejuvenate  Telemuj 
and  then  sell  it. 

Another  big  stakeholder  (10%)  is 
thur  Goldberg,  president  and  CEO 
BaUy  Entertainment,  which  owns  e 
nos.  He  is  still  buying  and  some  th 
he  will  make  a  nan  for  the  compan; 

Some  investor's  believe  Telemun( 
new  president  and  ceo,  37-year- 
Ronald  Hernandez,  also  wants  to 
the  company.  He  founded  and  o\ 
Interspan  Communications,  wl: 
for-med  kjwd-tv,  a  Telemimdo  affili 
in  Dallas-Fort  Worth.  Hernandez 
about  5%  of  the  stock,  and  rnamors 
he  has  been  buying  more.  A  New  \ 
hedge-fund  manager  says  Heman 
wants  to  take  the  company  priv: 
Goldberg  dechned  comment.  Herr 
dez  didn't  retur-n  calls. 
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OM  BLOCH'S  NO.  1  REASON 
OR  LEAVING  THE  FOLD 

!  H&R  Block  heir  is  seeking  fulfillment  beyond  taxes  and  high  tech 


LY  MAN:  Bloch  prefers  spending  time  with  his  wife  and  two  sons 


In  a  chilly  Thursday  morning  last 
April,  Tom  Bloch  decided  to  break 
the  news.  For  20  years,  the  41- 
year-old  scion  of  H&R  Block  Inc. 
centered  his  life  on  the  tax  busi- 
Twenty  years,  heck — taxes  had  al- 
1  seemed  his  destiny.  He  was  a  year 
vhen  his  father  and  uncle,  Henry 
Richard  Bloch,  founded  the  compa- 
hey  would  build  into  the  world's 
ist  tax-preparation  service  and  ulti- 
ily  into  a  diversified  holding  compa- 
dth  annual  revenues  of  $1.2  billion. 
Thomas  M.,  the  only  one  of  the 
■•.ers'  seven  children  with  an  interest 
asiness,  the  path  to  the  company's 
er  office  had  been  as  straight  as  a 
sr  column. 

at  three  years  after  taking  over  as 
Tom  Bloch  stepped  into  his  father's 
i  with  what  felt  like  a  confession.  "I 
;  want  to  do  this  anymore,"  he  told 
ry,  who,  at  72,  still  serves  as  chair- 


man. "I  want  a  different  kind  of  fulfill- 
ment. I've  decided  to  resign." 

For  Tom  Bloch,  the  decision  ended 
an  agonizing  two-year  internal  debate 
that  had  led  to  a  fundamental  conviction: 
He  wanted  more  time  with  his  family 
and  more  gratification  from  his  work. 
In  particular,  he  liked  the  idea  of  teach- 
ing in  an  inner-city  grade  school.  For 
Henry  Bloch,  it  was  the  end  of  a  dream. 
In  announcing  Tom's  1992  ascension  as 
CEO,  the  elder  Bloch  had  declared:  "I 
have  worked  for  this  my  entire  career" 
For  H&R  Block,  it  marked  the  fii'st  time 
the  company  would  be  run  by  someone 
outside  the  family. 

H&R  Block  today  is  a  very  different 
company  from  the  one  Tom  Bloch  went 
to  work  for  as  a  tax  preparer  in  1976. 
Once  focused  solely  on  taxes,  over  the 
years  h&r  Block  had  diversified  into  such 
areas  as  temporary  personnel,  legal  clin- 
ics, and  online  services  (table,  page  128). 


Indeed,  if  Tom 
Bloch  is  at  a  cross- 
roads, so  is  H&R  Block. 
While  the  tax-prepara- 
tion business  gener- 
ates lots  of  cash,  the 
company's  most  ag- 
gressive gi'owth  comes 
from  CompuServe 
Inc.,  the  granddaddy 
of  online  services,  pur- 
chased in  1980  for  $23 
million.  But  Compu- 
Serve, which  has  1.9 
million  subscribers 
worldwide,  is  facing  in- 
creasing competition 
from  other  online  ser- 
vices, including  Prodi- 
gy, America  Online — 
which  has  overtaken 
CompuServe  in  sub- 
scribers— and,  soon, 
Microsoft  Network. 
Meanwhile,  Block's 
core  business  is  under 
assault.  For  only  the 
second  time  in  the 
company's  publicly 
traded  history,  tax  earnings  this  year 
are  expected  to  fall,  owing  to  a  new 
Internal  Revenue  Service  rule  that  lets 
fewer  people  qualify  for  Bloch's  profit- 
able refund-anticipation  loans. 
"VERY  GOOD  JOB."  On  the  news  of  Tom's 
resignation,  effective  Aug.  31,  h&r 
Bloch's  stock  price  shot  up  10%,  to 
Alexander  Paris,  an  analyst  with  Bar- 
rington  Research  Associates  Inc.,  says 
investors  hoped  "that  a  technology  man- 
ager would  come  in  and  more  aggres- 
sively manage  CompuServe,  which  is  the 
key  to  success."  The  stock  later  settled  in 
the  mid-30s,  presumably  because  of  the 
anticipated  poor  year  for  the  tax  unit. 

Still,  by  most  accounts,  Tom  has  de- 
Kvered  a  strong,  if  not  exceptional,  per- 
formance. He  "has  done  a  very  good 
job  and  has  kept  the  company  as  suc- 
cessful as  it  had  always  been,"  according 
to  Jonathan  Braatz,  an  analyst  with 
Fahnestock  &  Co.  Since  Tom  became 


People 


president  in  1989,  earnings  have  dou- 
bled, from  $100.2  million  to  $200.5  mil- 
lion last  yeai-.  Much  of  that  gi-owlh  came 
fi'om  the  electi'onic-filing  and  Rapid  Re- 
fund progi'ams  he  pioneered. 

There's  no  evidence  Tom's  resigna- 
tion was  anything  but  voluntary,  and 
he's  part  of  the  committee  seai'ching  for 
a  new  ceo.  Despite  analysts'  interest 
in  technology,  company  insiders  want 
to  see  a  wide  net  cast.  Says  William 
Andersen,  senior  vice-president  and 
chief  financial  officer:  "I'd  like  to  know 
what  kind  of  person  I'm  going  to  be 
working  for,  and  I'm  not  sure  that  a 
technology  person  is  that  critical." 

In  the  weeks  since  he  told  his  dad  he 
was  leaving,  Tom  has  gi'own  more  defi- 
nite about  his  next  career.  He  has  been 
consulting  teachers  and  administrators 
about  everything  fi'om 
earning  a  teaching 
certificate  to  problems 
in  public  schools.  Re- 
cently, he  sat  in  on 
classes  at  Westport 


BUILDING  BLOCK 


1946  In  Kansas  City,  Mo., 
Henry  and  Richard  Bloch  open 
United  Business.  Services 


of  four  siblings,  he  gi'ew  up  in  the  afflu- 
ent Kansas  City  suburb  of  Shawnee 
Mission.  Hemy  Bloch  wasted  little  time 
introducing  his  sons,  Tom  and  Robert  L. 
Bloch,  to  the  business  world.  But  whil,e 
Bob — who  now  works  for  the  family's 
charitable  foundation — showed  little 
interest,  Tom  relished  skipping  school 
to  travel  with  his  dad  on  business.  As  a 
teenager,  he  could  knowledgeably  discus- 
s  taxes  and  other  financial  matters.  His 
soft-spoken  demeanor  belies  a  competi- 
tive nature  that  helped  him  gi-aduate 
as  valedictorian  ft-om  Shawnee  Mission 
East  High  School  and  as  an  honors  stu- 
dent from  Claremont  Men's  College  in 
Claremont,  Calif. 

Tom  joined  h&r  Block  right  after  col- 
lege as  a  tax  preparer  in  a  Kansas  City 
office.  By  27,  he  was  president  of  the 
tax  business.  He  held 
several  other  execu- 
tive positions  before 
becoming  president  in 
1989  and  CEO  in  1992. 
The  pressure  to  sue- 


High  School,  in  a  poor,    i".<:L^f^5j/??.^5?.P''5Pf!!^J°^L..    ceed,  he  says,  was 


rough  section  of  Kan- 
sas City. 

Inner-city  schools 
are  hungry  for  quali- 
fied teachers,  Bloch 


1955  After  IRS  stops  offering 
individual  tax-preparation 
service,  Bloch  brothers  focus 
on  former  sideline,  reincorpo- 
rate as  H&R  Block. 


uru-emitting,  pailly  be- 
cause of  othei-s'  expec- 
tations and  partly  be- 
cause of  his  fear  of 
failure  and  of  embar- 


notes.  "I've  had  a  life   "   rassing  his  father:  "I 


full  of  opportunity,  and 
I'd  like  to  make  a  dif- 
ference in  the  lives  of 
people  who  haven't." 
He  is  fortunate,  he 
adds,  "to  be  able  to  do 
something  where  the 
reward  is  not  finan- 
cial." At  the  current 
stock    price,  Tom's 


1962  75,000  shares  sold  in 
public  offering. 

1978  Acquires  Personnel 
Pool  of  America,  a  temporary 
services  company. 

1980  Acquires  CompuServe; 
also  80%  of  Hyatt  Legal  Ser- 
vices, a  chain  of  law  offices 

aoAcr    .  ^     ■            (sold  in  1987).  ,  ,    ,  , 

0.34%  stake  m  h&r    was  a  good  leader,  and 

Block  is  worth  some    1985  Buys  Path  Management,     I'm  soriy  he  won't  be 

a  seminar  business  (sold  in 

1990). 

1989  Tom  Bloch  succeeds 


always  wanted  to 
prove  to  myself  and 
others  that  I  was 
earning  my  success  at 
the  company."  Henry 
Bloch  says  Tom  was 
too  hard  on  himself. 
"People  don't  inherit 
[positions]  in  our  com- 
pany," he  says.  "Tom 


$13  milhon. 
TOO    TAXING.  Bloch 
also  quit,  he  says,  be- 
cause "my  family  is 


the  most  important    leave  his  $764,000-a- 


at  the  helm  anymore." 

Hemy  Bloch  admits 
he  has  trouble  relat- 
ing to  Tom's  desire  to 


thing  in  the  world  to 
me,  but  that  wasn't 
reflected  in  the  way  I 
was  living  my  life." 
Even  during  evenings 
and  weekends  with  his 
wife,  Mary,  and  two 
sons,  aged  7  and  10, 
had  difficulty  focus- 
.  .  "'Part  of  me  was 
^  ■ :  at  the  office." 


1991  Personnel  Pool  of  Amer- 
ica buys  Interim  Systems. 

1992  Tom  Bloch  succeeds 
Henry  Bloch  as  CEO. 

1994  Company  launches  first 
ad  campaign  in  20  years  that 
doesn't  feature  Henry  Bloch. 
Jettisons  temporary  services 
unit  in  IPO  to  focus  on  elec- 
tronic and  computer  services 


year  post.  "For  his 
sake,  I'm  happy.  But 
it's  not  something  that 
I  would  do."  About 
Tom's  alienation  and 
stress,  his  father 
seems  genuinely  sur- 
prised. "I  always 
thought  Tom  was  hap- 
py doing  v/hat  he  was 
doing,"  he  laments.  "It 


attributes     "^l'!':_''![''_^''['[^^'i\^L  is  disappointing  and 
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disen- 
•  ick  of 
'  ;r  ex- 
econd 


APRIL,  1995  Tom  Bloch  an- 
nounces resignation  effective 
Aug.  31,  1995. 


sad  that  he  wasn't." 
But  he  acknowledges 
that  he  was  concerned 
by  a  basic  difference 


GENERATION  GAP 

Says  the  elder  Bloch:  "I  alw; 
thought  Tom  was  happy" 

in  their  personahties.  Tom,  he  s 
"took  his  wonies  home  with  him.  I  ( 
take  mine  home  with  me."  Then  aj 
Henry  was  bound  to  be  surprised.  F 
long  time,  Tom  says,  he  feigned  satii 
tion  rather  than  disappoint  his  fath 
NO  GOLF.  As  time  passed,  Tom  f( 
himself  meeting  each  professional 
lenge  more  mechanically  and  less 
sionately.  The  fuither  he  rose,  the 
it  got.  "Being  the  ceo  of  a  holding 
pany  like  this  puts  you  fairly  far 
the  action,"  he  says.  "My  most  satis: 
job  was  as  a  tax  preparei',  helping 
pie  with  that  annual  burden  and 
fully,  saving  them  money  by  findi; 
deduction  they  didn't  make,  and  w 
ing  that  person  leave  happy  about 
decision  to  come  to  h&r  Block, 
was  great."  !■ 

Over  the  past  two  years,  Tom 
begun  consciously  putting  his  famil;\ 
fore  his  work.  He  has  given  up 
Some  weekends,  he  and  his  sons 
gi'oceries  at  a  food  bank.  At  other  ti 
the  family  unwinds  at  their  new  f 
house  a  few  miles  from  Kansas  Cit 

Nonetheless,  he's  now  gi-owing  ii 
tient  to  get  his  successor  in  place 
move  on,  even  as  others  tiy  to  ( 
to  grips  with  his  departure.  Recent 
longtime  employee  pulled  Tom  aside 
expressed  shock  at  his  resignation, 
always  thought  there  were  three 
tainties  in  life,"  the  employee  told 
"Death,  taxes,  and  that  a  Bloch  w 
run  this  company."  Henry  Bloch,  fo: 
part,  hasn't  quite  given  up  on  his  ; 
coming  back  to  the  family  busines 
would  like  that  to  happen,"  he 
"He  could  prepare  taxes  if  that's 
he  wants  to  do." 

By  Ron  Stodghill 
Kansas  City 
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EFFICIENT  TRANSPORTATION 
NETWORK 

Mississippi  is  within  a  day's  drive  of 
55%  of  the  U.S.  population,  an  impor- 
tant feature  for  companies  that  manu- 
facture or  distribute  consumer  goods. 
Mississippi's  efficient  transportation 
system  includes  the  Mississippi  River, 
two  deep-water  ports,  the  Tennessee- 
Tombigbee  Waterway,  airports,  rail- 
roads, and  interstate  highways.  The 
state  is  the  gateway  to  all  major  U.S., 
Canadian,  Central  American,  Asian, 
and  European  markets. 

The  state  has  five  U.S.  Customs 
ports  of  entry  and  three  Foreign  Trade 
Zones,  which  facilitate  low-duty  or 
duty-free  products.  Nearly  3,000  miles 
of  railroad  track  crisscross  the  state 
and  connect  it  with  the  national  rail- 
way network.  More  than  30  national 
truck  carriers  operate  here,  including 
Mississippi-headquartered  KLLM 
Transport  Services,  Inc.,  the  nation's 
largest  temperature  controlled  carrier, 
and  Miller  Transport,  the  nation's 
sixth  largest  bulk  carrier. 

These  and  other  carriers  find  that 
interstates  and  a  four-lane  highway 
system  provide  convenient  and  reli- 
able access  to  major  markets,  making 
the  cost  of  getting  products  to  market 
among  the  lowest  in  the  nation. 

Two  recent  developments:  Weyer- 
haeuser is  moving  its  100-employee 
box  manufacturing  operation  from 
Memphis  to  a  DeSoto  County  industri- 
al neighborhood  that  also  includes 
Mazdo;  and,  Thomas  &  Betts  Corp.  is 
build^iig  3  1  million  square  foot  distri- 
bution -lentar  in  Mississippi  to  replace 
a  smaller  warehouse. 


Mississippi  is  emerging  from  the. 
shadows  of  economic  obscurity 
with  an  intensity  rich  m  both  symbol- 
ism and  reality. 

The  players  m  this  new  adventure 
are  not  fictional  characters  sprung 
trom  the  imaginations  of  such  best- 
selling  Mississippi  writers  as  John 
Grisham,  Willie  Morris,  Eudora  Welt)', 
or  William  Faulkner. 

They  are  real-  1.2  million  Missis- 
sippi workers  with  real  jobs,  earning 
real  money,  m  a  state  whose  economy 
has  been  rejuvenated  by  an  interesting 
mix  ot  manufacturing,  services,  and 
entertainment:  particularly  casino 
gaming  which  was  legalized  in  1992 
and  has  grown  to  a  $1.5  billion  busi- 
ness with  30  gaming  facilities  current- 
ly operating  along  the  Mississippi 
River  and  Gulf  Coast. 

ECONOMIC  RENAISSANCE 

In  survey  after  survey,  Mississippi's 
economic  renaissance  has  been  well- 
documented: 

•  In  1993.  US  News     World  Report 
named  Mississippi  number  one  in 
economic  recovery  from  the  reces- 
sion. Last  year,  the  state's  economy 
was  again  named  one  of  the  10 
strongest  in  the  nation. 

•  Whirlpc^ol  Corp.  -  which  operates  a 
manutacturing  plant  m  the  north 
Mississippi  town  of  Oxford-found 
the  state's  business  climate  tops 
among  23  states  with  home  appli- 
ance manutacturing  operations. 

Last  year,  651  facilities  expanded  or 
launched  first-time  operations  in 
Mississippi,  creating  an  estimated 
44,300  new  jobs  at  a  capital  invest- 
ment of  nearly  $2.8  billion. 

Business  expansions  were  across  the 
board -from  furniture,  apparel,  and 
industrial  machinery  to  food,  wood 
products,  chemicals  and  plastics,  to 


New  construction  projects  are  a  sl 
sign  of  ecomomic  growth  in  Missiii 


telecommunications  and  electronii 
distribution  facilities,  according  to 
Mississippi  Department  of  Econoi 
and  Community  Development. 

"Mississippi  is  on  the  right  courl 
continued  economic  growth  and 
increased  opportunity,  all  leading 
better  standard  of  living  for  Missi: 
sippians,"  says  Jimmy  Heidel,  DEC 
executive  director. 

A  major  "find"- touted  as  one  c 
top  10  economic  development 
announcements  in  the  country  in 
1994 -was  the  highly-advanced  $ 
million  Sunbeam-Oster  Co.  mam 
turmg  and  distribution  plant,  whi 
under  construction  near  the  soutl 
Mississippi  city  of  Hattiesburg 

In  competition  with  more  than 
other  cities  across  America,  Hattic 
burg  was  chosen  partly  because  o 
special  incentives  including  $65  n 
lion  in  tax  exemptions,  site  imprc 
ments,  and  employee  training  fun 


ecoi 
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F^ntice  your  employees 


Convince 
your 

accountant 


According  to  U.S.  News  and  World  Report,  Mississippi  is  leading  the  nation  in 
economic  recovery.  Grant  Thornton  has  consistently  ranked  us  among  the  top  ten 
manufacturing  states  in  the  country.  Recent  Whirlpool  reports  name  Mississippi 
one  of  the  top  ten  places  to  locate  new  plants.  The  world  has  discovered  our  strong 
workforce,  pro-business  environment,  world  class  distribution  capabilities,  reliable 
supply  of  low-cost  power,  and  our  quality  of  life.  Isn't  it  time  you  did?  Call  us  at 
1-800-528-5196  ioi  information  on  expanding  or  relocating  your  business  here. 


Mississippi  Power 
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PIONEERING  SPIRIT  TOUTED  IN 
TELECOMMUNICATIONS 
In  Mississippi,  a  cadre  of  pioneers 
moves  confidently  into  the  still- 
emerging,  ultra  high-tech  field  of 
telecommunications. 

LDDS  WorldCom,  launched  by  a 
small  group  of  Mississippi  investors, 
has  employed  an  aggressive  acquisi- 
tion strategy  and  built  a  highly- 
advanced  digital  network  to  become 
the  fourth  largest  long  distance 
carrier  in  the  country.  The  company 
acquired  WilTel  Network  Services,  Inc., 
in  January  1995,  after  having  merged 
with  IDB  Communications  Group 
in  1994. 

Mississippi's  concentration  of 
telecommunications  firms  extends 
onto  the  very  leading  edge  of  the 
industry  -  wireless  paging.  Mobile- 
Comm,  the  Jackson,  Mississippi  based 
paging  subsidiary  of  BellSouth,  is  a 
strong  example:  It  is  the  second 
largest  of  the  national  paging  carri- 
ers, serving  with  its  affiliates  about 
1.4  million  subscribers. 

And,  SkyTel,  a  true  pioneer  in  the 
two-way  wireless  paging  field  and  a 
subsidiary  of  Mobile  Telecommunica- 
tion Technologies  Corp.  (Mtel),  has 
laid  claim  to  a  series  of  "firsts:"  first 
to  introduce  wireless  messaging  ser- 
vices on  a  nationwide  basis,  first  to 
introduce  regional  messaging  services, 
first  to  introduce  alpha-numeric  mes- 
saging services  across  the  U.S.  and 
first  to  offer  up-to-the-minute  infor- 
mation from  the  ticker  and  the  Dow 
wire  through  its  SkyQuote  service. 

The  Mississippi  telecommunications 
conriettioii  includes  state-of-the-art 
companies,  investors,  employees, 
and  supf  ■- .  s,  resulting  in  a  rich  diver- 
sity of  pec  -le  who  eagerly  embrace 
new  technology. 
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Such  new  plants  are  further  enhanceci 
by  expansions  of  companies  alreaciy 
doing  business  in  Mississippi: 

•  Tecuniseh  Products  Corp.  is  invest- 
ing $100  million  in  its  refrigerator 
compressor  plant; 

•  Levi  Strauss  &  Co.  is  engaged  in  a 
$5'^^  million  expansion  ot  its  state-ot- 
the-art  distribution  facility; 

•  Kimberly-Clark  Corp.  will  expand 
Its  distribution  plant  with  about  $50 
million  m  new  investments; 

•  Toro  Company,  citing  increased  con- 
sumer ciemanci  tor  its  two-cycle 
lawn  mowers,  is  reopening  a  plant; 

•  Poultry  processor  Sancierson  Farms, 
Inc.  opened  new  processing  lines; 

•  Action  Industries,  Inc.,  one  ot  the 
worki's  largest  nianutacturers  ot 
upholstereci  turniture,  announced 
expansions  to  its  huge  tacility  m  the 
northeast  Mississippi  city  ot  Tupelo. 

•  And,  Ceco  Building  Systems, 
founded  in  Columbus,  m  1947,  has 
grown  to  national  prominence  in 
the  manutacture  ot  metal  buildings. 
C^eco  President  J.Terrell  Lancirum 
says  Mississippi's  "building  climate  is 
conducive  to  growth  and  expan- 
sion." Ceci)  buildings  are  marketed 
through  a  national  network  ot  gen- 
eral contractors  who  turnish  turnkey 
construction  projects  to  meet  a  vari- 
ety of  building  needs.  "C~)bviously, 
Mississippi  has  suited  us  well," 

says  Landrum. 

WHY  MISSISSIPPI?  WHY  NOW? 
World-class  companies  are  discovering 
Mississippi's  strategic  location -right 
111  the  heart  of  the  U.S.  growth  market. 

Says  Bryan  FcK)ds'  (leorge  Bryan: 
"It's  a  great  geographic  location  tor  us 
to  ship  fresh,  perishable  products  and 
reach  the  stores  and  the  consumer, 
which  is  very  important." 


But  Us  geographic  location  is  onh 
one  ot  Mississippi's  attributes.  It  alsc 
has  a  business  climate  that  underscc 
Its  pro-business  government.  Missis- 
sippi has  one  of  the  lowest  rates  of 
union  activity.  Last  year,  just  17  uni- 
elections  were  held  in  Mississippi,  t 
lowest  number  in  a  decade.  Unions 
lost  1  1 . 

Many  companies  coming  into 
Mississippi  for  the  first  time  find  a 
generous  package  of  at  least  20 
business  incentives  that  can  ease  th« 
cost  of  relocating,  incluciing: 

•  The  Mississippi  Rural  Economic 
Development  Assistance  Program 
allows  corporate  income  tax 
creclits  tcnvard  debt  retirement  on 
plants  and  ecjuipment  financed  b) 
Industrial  Development  Bonds; 

•  Five-year  state  income  tax  credit 
of  $500  to  $2,000  for  each  newj 
created  by  new  businesses; 


State-of-the-art  fiber  optics  put  Mississ 
telecommunications  industry  on  the 
leading  edge  of  the  information  age 


•  Five-year  state  income  tax  credit 
$500  for  each  new  job  created  b 
companies  transferring  regional  ( 
national  lieadquarters  to  Mississi] 

•  State  income  tax  credit  ec]ual  to 
25%  of  basic  skills  training  andji 
re-traming  expenses  for  employe 


Nationwide  paging.  It  didn't  just  put 
us  on  tne  map.  It  put  us  all  over  it. 


Skylel®  was  first  to  introduce  paging 
tkat  works  across  tke  United  States.  And 
today,  tkree  times  more  business  travelers 
go  witk  skylel  for  nationwide  paging  tkan 
witk  any  otker  company.  But  SkyTel  is 
more  tkan  paging.  It's  customized  ser- 
vices tkat  kelp  you  manage  and  prioritize 
information.  You  can 
read  e-mail,  get  voice 
mail  and  dowrJoad  data 
to  your  laptop,  as  well  as 


follow  your  favorite  stocks  tkrougkout 
tke  day.  And  witk  SkyFax^' '  people  can 
fax  important  documents  to  you  even 
if  tkev  don  t  know  wkere  you  are.  At 
skylel,  everytking  we  do  is  kuilt  around 
tke  kusiness  traveler  —  including  innova- 
tions tkat  keep  your  kusiness  on  tke 
map.  To  see  what  SkyTel  can  do  (or 

vou,  call  1-800-395-3418. 

Sk^Ter^ 

Mr  A  Subsidiary  oi 


■Mtel 


Mfe/  IS  proud  to  call  Jackson,  Mississippi,  home. 


fr^  lon^;  CI,,  T^l 
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MAZDA  FINDS 
CENTRAL  LOCATION 
One  major  automotive  company, 
Mazda,  reviewed  40  potential  sites 
before  settling  on  a  600,000  square 
foot  auto  parts  distribution  facility  in 
north  Mississippi's  DeSoto  County,  just 
south  of  Memphis.  The  $20  million 
facility  is  expected  to  be  up  and  run- 
ning by  early  1996. 

Mazda  North  America  President  Yoji 
Toyama  said  projected  population 
growth  in  the  southeast  part  of  the 
U.S.  prompted  Mazda  to  re-evaluate 
how  it  will  service  customers  in  the 
area.  Mazda's  Mississippi  facility  will 
replace  two  leased  distribution  facili- 
ties in  Michigan  in  the  company's 
efforts  to  cut  costs  and  become  more 
efficient  and  competitive. 

"When  we  looked  at  supplier  and 
customer  locations,  and  total  distribu- 
tion costs,  we  realized  that  locating 
our  parts  distribution  operations  to  a 
central  location  such  as  DeSoto 
County  made  sense,"  Toyama  said. 

The  automotive  industry  demands 
tight  distribution  deadlines  and  the 
site's  proximity  to  a  multitude  of 
transportation  -  rail,  air,  and  major 
interstate  arteries  -  were  all  helpful. 

"Many  factors  go  into  a  decision 
like  this  -  construction,  transporta- 
tion, physical  location,  distribution  to 
customers,"  he  said.  "But  the  major 
factor  in  locating  the  facility  here  was 
the  people."  Toyama  said  the  local 
labor  pool  was  ideal  for  Mazda's 
needs,  including  the  capability  of 
handlinq  at  least  200  trucks  per  day. 

Mazdd  was  also  able  to  take 
advantage  of  innovative  state  and 
local  pat  fnerships  that  are  helping 
to  pre.     >:  an  abundance  of 
econcn,!:  groNArth  in  Mississippi. 


anci  25'Xi  ot  child-care  expenses; 

•  Sales  tax  exemptions  tor  qualified 
purchasers  of  raw  materials,  process- 
ing chemicals,  packaging,  machinery, 
and  construction  materials; 

•  Rates  well  below  national  averages 
for  unemployment  and  workers 
compensation  insurance. 

PUSHING  FOR  BALANCE 
Pushing  for  a  common  sense  balance 
between  economic  development  and 
environmental  protection,  the  1995 
legislature  passed  an  environmental 
self-evaluation  privilege  which  allows 
industries  to  conduct  voluntary  selt- 
audits  to  assess  environmental  compli- 
ance. With  the  signature  of  Governtor 
Kirk  Fordice,  Mississippi  became  only 
the  1  1th  state  m  the  country  to  pass 
environmental  self-evaluaticin  privilege 


If 

liiiiii' 


Even  iteam-powered  pdad/ew/it-e/e/ i 
draw  inspiration  from  the  legendary 
waters  of  the  Mississippi  River 

legislation  and  only  the  4th  state  to 
enact  provisions  mandating  a  substan- 
tial rcductic:)n  m  penalties  — it  a  penalty 
is  to  be  levied  at  all -tor  voluntary 
selt-disclosure. 

The  otTering  ot  such  a  wide  range 
of  business  incentives  is  not  unusual  in 
Mississippi,  which  in  1936  pioneered  a 
radical  appeal  to  industrial  prospects 


called  Balance  Agriculture  with 
Industry  (BAWI). 

That  same  attitude  -  nearly  60  yed 
later-has  evolved  into  an  attractive  j 
caption  tor  companies  looking  for 
escape  Irom  the  pollution  and  crir 
of  other  places. 

LITTON  EXAMPLE 
OF  OPEN  ARMS  POLICY 
This  open  arms  policy  toward  busij 
helpeci  con\'ince  Litton  Industries, 
multi-biUion  dollar  Beverly  Hills, 
Calit. -based  company,  to  tind  a  hoi 
in  Mississippi.  In  1961,  Litton  bou^ 
a  small  shipyard  which  had  been  ir 
business  since  1938  m  the  Mississid 
Coast  town  of  Pascagoula  and  beg 
to  build  ships  tor  the  U.S.  Navy. 

Today,  Ingalls  Shipbuilding  divisii 
of  Litton  Industries  is  the  state  s  lai 
private  employer  with  more  than 
13,(1(10  workers  in  an  80(J-acre  stat 
ot"-the-art  production  tacility.  ' 

"The  worldwide  reputation  achir 
by  Litton's  Ingalls  Shipbuilding  di\  ^ 
sion  here  can  be  directly  attribute( 
three  major  elements,"  says  Ingalls 
President  Jerry  St.  Pe.  "First,  the 
exceptional  work  ethic  of  the  peo 
of  South  Mississippi;  second,  an  ec  ^ 
cational  system  that  sends  us  poter 
employees  well  prepared  to  acquirl 
the  on-site  job  training  skills  and 
certifications  necessary  in  the  con-| 
struction  c:>t  modern  warships;  anc 
third,  the  outstanding  business  clir 
developed  over  the  years  among  si 
and  local  government  leaders  thrc 
their  support  ot  measures  designed 
enhance  the  expansion  and  growtj 
business  and  industry  in  Mississipj 


SOPHISTICATED 
TELECOMMUNICATIONS 
Litton,  an  early  soldier  m  Mississij 
economic  renaissance,  has  been  jo 


Rooking  For  Directions  To 
igher Profits?  Call... 


0-LOOK-2-MS 


-To  Mississippi  River 
|Port  at  Vicksburg 
45  miles 


To  Dallas\ 
iFt,  Worth,  TX 
"396  miles 


To  Atlanta.  GA  ■ 
399  miles  I 


To  MS  State  Port 

at  Gulfport 

1 57  miles 

(via  4-lane  US  49) 
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jfhe  Metro  Economic  Development 
Alliance  invites  you  to  look  at  the 
Jackson  Metropolitan  Area  consisting 
of  Hinds,  Madison,  and  Rankin 
Counties.  Just  look  and  you  will  find 
a  few  of  our  many  Metro  advantages 
including: 

•  A  strategic  location  near  the  center 
of  Mississippi,  at  the  "Crossroads  of 
the  South",  and  within  500  miles  of 
76  metropolitan  areas; 

All  modes  of  transportation, 
including  two  intersecting  interstates, 
two  intersecting  main  railroads,  and 
an  international  airport  which  is  a 
U.S.  Customs  port  of  entry  and 
foreign-trade  zone; 

•  The  business,  financial,  medical, 
governmental,  educational,  and 
cultural  center  for  Mississippi;  and 

•  Mississippi's  capital  city,  Jackson, 
the  central  city  of  the  Metro  Area. 


For  more  information  or  help  on  any 
expansionVelocation  matter,  please 
contact  the  Metro  Economic 
Development  Alliance  at  P.  0.  Box 
3318,  Jackson,  MS  39207-3318  or  caU 
1-800-LOOK-2-MS  (1-800-566-5267). 

We  look  forward  to  hearing  irom  you. 


r>  Occlspoicnl         | , 


project  IS  parliiilly  funded  through 
ni  by  the  Mississippi  Department  of 
lomic  and  Communily  Development 
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Power  of  innovation  helps  in  the  quest 
to  balance  economy  and  environment 


b\  a  hew  of  first-rate  companies 
headquartered  m  Mississippi  and  com- 
peting on  the  world  stage  m  a  still 
emerging  field  -  telecommunications. 
They  share  the  same  sort  ot  pioneer- 
ing spirit  that  moved  Mississippi  m  the 
past,  but  that's  as  close  as  they  get  to 
the  past  because  telecommunications - 
Mississippi  style -IS  about  as  futuristic 
and  high  tech  as  high  tech  gets. 

One  company,  LDDS  WorldCom, 
reported  total  l^)'~)4  revenues  of  more 
than  S2.2  billion,  up  5\%  from  1993. 

Many  are  surprised  to  discover  that 
some  giants  ot  global  telecommunica- 
tions originated  and  remain  based  in 
Mississippi.  MobileComm,  the  paging 
subsidiary  oi  BellSouth,  serves  about 
1.4  million  subscribers  in  the  U.S., 
and  the  Caribbean.  Mobile  Telecom- 
munication Technologies  Corp.  (Mtel) 
was  recentlv  cited  as  one  of  the  75 


fastest  growing  companies  m  Ameri 
Sales  ot  Its  wireless  paging  unit. 
Sky  Tel,  are  growing  at  the  rate  of 
more  than  40%  per  year. 

The  telecommunications  industry 
in  Mississippi  rates  as  one  of  the  mc 
sophisticated  in  the  world. 

FURNITURE  INDUSTRY  GROWING 

Forests  cover  more  than  half  of 
Mississippi's  hnd  mass,  gracing  the 
state  with  an  abundance  of  wood 
resources.  Are  these  precious  resour 
clwindlmg?  Hardly.  , 
A  recent  U.S.  Forest  Service  survf 
indicated  that  forest  resources  are  ai 
ually  increasing  at  a  rate  of  184.2  n 
lion  cubic  feet  annually.  That  could 
because  companies  like  Internation 
Paper,  which  has  invested  heavily  ii 
Mississippi,  plant  three  seedlings  foi 
every  mature  tree  harvested. 


Attractive,  Affordable,  Available: 
Ceco  Pre-Engineered  Buildings 

For  nearly  five  decades  we  have  specialized  in  providing  attractive  pre-engineered  buildings  with 
quality  metal  roofs,  all  at  predictable  prices  and  construction  schedules.  We  are  Ceco  Building 
Systems,  recognized  nationally  by  many  of  the  Fortune  500  companies  and  available  locally  through 
authorized  Ceco  buildere.  Dial  1-800474-CECO. 

Foraccpyof  .> 


¥)ure  not  supposed  to  talk  about 
a  lot  of  subjects  in  a  single  ad, 


4  have  no  crowds.  No  congestion.  And  no  long  commutes  to  work.  We  have  more 
trees  than  cars.  Oak  trees.  Pine  trees.  Palm  trees.  Magnolias,  too.  There  are  natural  woodlands, 
lots  of  deer,  mighty  rivers,  tranquil  lakes  and  beaches  on  the  Gulf  of  Mexico.  There  are  brick 
homes,  wooden  homes  and  yes,  stucco,  too.  Some  homes  have  porches.  You'll  probably  want 

one.  To  relax.  To  ponder  how  you  could  have  such  a  hig 
house,  with  such  a  big  yard,  tor  such  small  money.  We  have  museums.  Concerts. 
We  have  libraries.  And  bookstores,  too.  With  writers  like  William  Faulkner  and 
_  tM.^-^'e  J^'hi'i  Grisham,  it's  sort  of  a  must.  It  might  even  surprise  you  that  the  American 

>-[  lU\  \o\  tlv:  very  "i^g  deal"  International  Ballet  Competition  is  in  Mississippi. 
Also,  we  bet  we  have  more  fairs,  festivals  and  community  events  than  any  other  state 
in  America.  We  do  so  much  talking  and  getting  together  that  you  occasionally  have  ^ 
to  take  time  out  and  rest. 


but  heck, 
we'd  like  to  get  our  moneys  worth. 

But  what's  it  like  for  business  and  industry  here?  Well,  it's  sort  of  like  the  housing  ■ 
thing,  you  get  a  lot  more  for  your  money.  The  cost  of  doing  business  is  lower.  Lower  con- 
ruction  costs.  Lower  land  costs.  And  a  lot  of  pro-business  incentives  like  job  credits,  train- 
ing credits  and  this  new  program  we  call  the  RED  Act.  (We'd  have  to  buy  another  ad  to 
talk  about  the  Rural  Economic  Development  Act,  so  if  you  want  to  learn  more,  just  call.) 
Yes,  there's  a  lot  to  say  about  Mississippi.  Like  how  the  economy  is  booming  (ranked 
tops  in  the  South  and  number  eight  in  the  nation),  and  how  housing  starts  are 
up  35  percent  over  last  year,  and  how  strong  the  state  is  financially.  But  the 
most  important  thing  to  remember  if  you're  considering  moving  your  business 

and  family  to  our  state  is  this:  We'd  like  you  to  come.  -  ,  ,        ■       i.  flHI^B:  ^  -^1 
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III  Mississippi  classrooms,  the  drive  to 
excel  means  starting  early  with  computers 

Wood-related  industries  such  as 
northeast  Mississippi's  rapidly-grovving 
furniture  industry  find  a  special  home. 
The  mild  climate  contributes  heavily 
to  an  annual  growth  rate  of  trees  that 
is  twice  the  national  average. 

POLYMER  INSTITUTE 
PARTNERS  WITH  BUSINESS 

hi  the  chemicals  and  plastics  category, 
some  22,000  production  workers 
average  about  $10  per  hour  m  a  busi- 
ness growing  by  20%  per  year,  so  tast 
that  in  1 993  Mississippi  openeci  a 
Polymer  Institute  afFiliated  with  the 
University  of  Southern  Mississippi. 
The  programs  m  engineering  and 
chemistry  have  already  been  recog- 
nized as  among  the  nation's  best. 

"We  work  with  companies  as 
partnerships  m  developing  new  inno- 
\  ations,  new  technologies,"  says  Dr. 
Robert  Lochhead,  who  heads  the 
institute.  The  state  is  home  to  compa- 
nies like  C,E  Plastics,  Armstrong, 
Hercules  !  )iiPont,  Kerr-McGee, 
Niississip;.-;  f.Jiemical,  Galgon  Carbon, 
and  Che',  u  >n. 

Chevii  :  ;  perates  a  large,  efficient 
refinery  i,      .  industrial  city  of 
Pascagoul.       '  has  been  investing- and 

iillMTi  ,  ^  /  ]uiK-  2(^.  I'W.S 


making— money  in  Mississippi  for 
three  decades.  Its  manager,  Graham 
Somerville,  cites  the  low  cost  of 
production,  a  central  market  location, 
efficient  market  transportation,  and 
access  to  raw  materials  as  ideal. 

COMPREHENSIVE  EDUCATION 

STARTS  EARLY 

In  Mississippi's  advanced  school  dis- 
tricts, the  lessons  start  early. 

In  1994,  the  Community  College 
Network,  a  comprehensive  statewide 
teaching  and  learning  system,  was 
activated  to  connect  18  community 
colleges  with  the  Cooperative 
Extension  Service  at  Mississippi  State 
University  and  the  University  of 
Mississippi  Medical  C^enter.The  system 
gives  all  locations  total  interactive 
audio  and  video  transmission,  and  one 
teacher  can  teach  simultaneously  to 
students  in  20  classrooms. 

Mississippi's  most 
progressive  public  school 
district,  the  Tupelo 
Public  School  District, 
has  developed  an  aggres- 
sive approach  using 
technology  to  prepare 
students  for  the  next 
century. 

"Schools  ot  the  2 1st 
Century"  seek  to  develop 
a  "world  class"  kinder- 
garten through  grade 
12  curriculum.  By  the 
1  1th  grade,  stuclents  are 
studying  integrated 
computer  assisted  design 
(supporting  geometry), 
advanced  electronics 
(supporting  physics), 
biomedical  technology, 
and  audio-visual 
production  and  design 
(supporting  the  arts). 


Superintendent  Mike  Walters 
believes  technology  is  a  tool  for  learn-| 
ing  and  teaching.  Says  Walters: 
"Serious  science  students  cannot  be 
relegated  to  the  unreal,  drab  world  of  j 
the  textbook  disconnected  from  the 
technologies  of  science." 

Having  become  actively  engaged 
in  the  project,  Tupelo  area  businesses  ' 
stand  to  benefit  from  its  results. 

HEALTHY  BUSINESS  ATTITUDE 

Such  is  the  attitude  that  underpins 
Mississippi's  remarkable  progress  on 
the  economic  development  front.  It  is 
a  new'  Mississippi  that  has  captured 
the  attention  of  companies  looking  fo 
more  efficient  production  at  less 
cost -usually  with  a  substantial  gain  ii 
c]ualiry'  of  life  for  employees. 

Iaiiii'5  L.  (Bmltly)  Byiiiim  is  ii  uvll-known  Mississippi 
loiirnalist  who  writes  extensively  on  hiisiness,  politics, 
oilier  current  aflairs.    Design  by  Parham  Santana,  Incf"'" 


Tenn-Tom  Waterway  Corridoi 

You  could  travel  the  1,000  miles  in  a  few  (1 


Or  a  few  seconds. 


lectoi 

hi. 

oMc 

lAv: 


A  lot  of  ground  can  be  covered  instantly,  just  by  using  our  i 
processing  system.  It  provides  easy  access  to  detailed  informa  lai 
the  Tennessee-Tombigbee  Waterway  and  the  four  states  il 
Alabama,  Kentucky,  Mississippi,  and  Tennessee.  You  can  also! 
details -at  no  cost,  24  hours  a  day -on  over  40  prime  waff 
industrial  sites. 

The  Tenn-Tom  Waterway  is  a  major  year-round  shipping  xo\^ 
an  important  link  to  the  nation's  16,000  miles  of  navigablfl 
So  get  the  fax. 


A1I»JPPI 


Tenn-Tom  Watet 
Call  1-800-457 


This  proiecl  is  partially  funded  through  a  grant  by  the  Mississippi  Department  ot  Economic  and  Community 
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h  Above  and  Beyond  Your  Bottom  Line 


he  1995  Business  Week  Forum  of  Financial  Directors 

%e  Financial  Director:  Sentinel  of  Value 

here's  a  new  breed  of  Financial  Director.  One  who's  looking  beyond  corporate  finance 
id  taking  charge  of  overall  corporate  strategy.  Join  Business  Week  and  the  Financial  Directors 
"  Europe's  business  community  for  face-to-face  interaction  and  discussion  on  how  today's 
nancial  Director  is  doing  more  than  ever  to  improve  the  bottom  line. 

_        1        ^r^r^r-  In  ossociation  With: 

eunetcom 

'he  Regent  London  i"^;  , 

J  Union  Bank  or  bwitzeriand 

■Ondon,  U.K.  Unisys  Corporation 

latured  Speakers:    Peter  D.  Sutherland,  Former  Director  General,  GATT/WTO; 
Former  Chairman,  Allied  Irish  Bank 
Sir  David  Frost  OBE,  Broadcaster/Interviewer 
Richard  Lapthorne,  Finance  Director,  British  Aerospace  PLC 


>  register  for  the  Europe  Forum  of  Financial 
irectors,  call +1(212)  512-2184,  fax  your  response  to 
(212)  512-6281,  or  mail  this  registration  form  to: 

i  in  McKenna 

Lsiness  Week  Executive  Programs 

21  Avenue  of  the  Americas,  36th  floor 

;w  York,  NY,  U.S.A.  10020-1095 


LE:  US  $950 
Check  enclosed 
Bill  me 


Bill  my:  □  American  Express 

□  MasterCard 

□  Visa 


:OUNT  NUMBER 


EXPIRATION  DATE 


;nature 


NAME 


TITLE 


COMPANY 


ADDRESS 


CITY 


TELEPHONE 


PRIMARY  BUSINESS 


STATE/COUNTRY  ZIP/POSTAL  CODE 


FAX 


ANNUAL  REVENUE  (US$) 


BusinessWeek 

EXECUTIVE  PROGRAMS 


Beyond 


news.  Intelligence. 


Personal  Business 
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SCOPING  OUT  STOCKS 
BELOW  THE  RADAR  SCREEN' 


llCi 


Less  is  defi- 
nitely more, 
according  to 
mutual  funds  that 
ai'e  concentrating  in 
microcap  shares. 
Wliile  only  a  hand- 
ful of  funds  can  ac- 
tually be  called  mi- 
crocap, the  ranks  of 
those  that  invest 
predominantly  in 
companies  with  a 
median  mai'ket  cap- 
italization of  $200 
million  or  less  have 
doubled,  to  40,  in 
the  past  three 
year's.  That's  still  a 
drop  in  the  bucket 
of  more  than  3,000 
stock  funds.  But  in 
time,  you're  likely 
to  see  more  of 
these  wee  funds, 
which  ai'e  exploiting 
the  uncharted  ter- 
ritory at  the  bottom 
of  the  equity  bin. 

Microcap  stocks  add  divei-- 
sity  and  higher  returns  to  a 
portfolio.  Under-researched, 
they  I'epr-esent  a  less  efficient 
and  potentially  more  profit- 
able market  than  even  the 
ti'aditional  small-cap  class, 
which  falls  in  the  $200  to 
$700  million  r'ange.  Of  course, 
with  gi-eater'  j-eward  comes 
gT'eater'  risk  and  higher  trad- 
ing costs.  That's  why  mutual 
funds  may  be  the  best  way 
to  tide  little  stocks  to  bigger 
gains. 

BIG  BANG.  Most  microcap 
comi)anics  escape  the  scrTitiny 
of  Wall  Street  analysts  be- 
cause it's  not  economical  to 
follow  thern.  That  leaves  plen- 
ty of  fiiids  fir  diligent  stock- 
pickers.  "The  worid  has  adopt- 
ed smaH-ca:)  as  a  real  gem'e," 
says  (,"!:;rr)es  Royce,  manager 
of  Roy  I,.'  ;Vl!cro-Cap.  "What's 
i-emaini'i^-  is  below  the  radar 


scr-een,  and  it's  a  lai'ge  area 
for  opportunity."  About  3,000 
tiny  companies  fit  the  defini- 
tion of  micr-ocap,  compared 
with  420  large-cap  stocks — 
those  with  a  minimum  mar- 
ket cap  of  $2.4  billion. 

Another  dr-aw  of  micros  is 
that  the  smaller-  you  go,  the 
heftier-  your  r-etiu-n  over-  time. 
"HistoricaDy,  this  is  the  gr'oup 
that  has  given  you  the 
biggest  bang  for  the  buck," 
says  Claudia  Mott,  quantita- 
tive analyst  at  Prudential  Se- 
cur-ities  Inc.  Over  the  past  20 
year-s,  the  smallest  companies 
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have  produced  ax  erage  annu- 
al r-eturns  of  21%  for  those 
with  a  mar-ket  cap  of  $60  mil- 
lion or  less,  vs.  17%  for  small- 
cap  stocks  and  13%  for  large- 
cap,  according  to  Mer-rill 
Lynch  senior-  quantitative  an- 
alyst Satya  Pr-adhuman. 

Most  micr-ocap  funds  take 
a  value  appr-oach,  buying  on 
dips  in  a  company's  stock 
price,  because  "when  you  get 
this  small,  it's  a  dig-them-up, 
buy-and-hold  style,"  says 
Morningstar-  analyst  Laura 
Lallos.  One  r-eason  Montgom- 
ery Asset  Management  Lim- 


ited Parti  lei-slup  ui.iened  itijff: 
crocap  fund  is  that  w 
Montgomer-y  Gr-owth  mar 
er  Roger  Honour  scree  (rt^p 
companies  to  buy,  he  fo 
himself  tossing  out  some 
pressive  stocklets  beca ; 
they  wer'e  too  small  for  | 
fund.   When   he  launc 
Montgomer-y  Micro  Cap  F 
in   Januar-y,    $100  mil 
pour-ed  in  dur-ing  the  firs' 
days,  forcing  liim  to  close 
fund  just  to  get  the  mo 
invested.  It  reopened  in  J' 
but  may  soon  close  again 
It's  hard  to  know  how 
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Most  microcaps  escape  the 
scrutiny  of  Wall  Street  analysts,  leaving 
plenty  of  room  for  diligent  stock-pickers 
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funds  will  fare,  but  a 
at  their  older  compatri- 
idged  best  by  Moming- 
gives  you  a  glimpse  of 
licro  scope.  Wan-en  Isa- 

who  scored  an  average 
il  return  of  19%  in  the 
hree  years  for  Pioneer 
.al  Growth,  sees  four 

to  make  money  in  this 
9t.  One  is  turnarounds: 


g  micros  that  are  so 
valued,  it  looks  like  cur- 
when  their  stocks  fall, 
erception  is  often  much 
than  the  reality.  "Peo- 
e  looking  for  these  com- 
5  to  go  bankrupt,"  says 
lie,  "so  even  if  they  re- 
to  average,  you  can 
money." 

second  strategy  is  rid- 
clical  stocks  out  of  their 
For  example,  Isa- 
Dicked  up  nl  Industries, 
cer  of  titanium  dioxide 
a  market  cap  at  the 
of  $200  million,  as  low 
a  share  in  late  1992, 
from  its  peak  of  $50. 
the  stock  sells  for  $16. 
u  know  an  industry  and 
it  can  do  at  its  peak 
rough,"  he  says,  "you 
history  on  your  side  to 
nine  the  value  as  you 
ach  the  peak  of  the  cy- 


cle." The  other  strategies  are 
buying  comnanips  fy]^t  arp 
creating  new  hiisinpssps  or 
have  potential  breaktliruugli 
products.  ■  I'  or  example.  Isa- 
belle  owns  $39  million  Al- 
kermes,  a  Cambridge  (Mass.) 
biotech  company  that  is  de- 
veloping products  to  pene- 
trate the  blood-brain  banier, 
which  screens  out  molecules 
that  could  treat  illnesses  aris- 
ing in  the  brain. 

DFA  U.S.  9-10  Small  Com- 
pany takes  a  different  ap- 
proach from  Pioneer.  Essen- 
tially a  passive  index  fund, 
DFA  generated  an  average  an- 
nual yield  of  11%  over  the 
past  10  years.  The  fund  buys 
companies  that  fall  into  the 
smallest  one-tenth  of  stocks 
listed  on  the  New  York  Stock 
Exchange — figuring  in  over- 
the-counter  and  American 
Stock  Echange  issues.  DFA 
holds  2,000  stocks  at  a  time 
and  updates  its  list  each 
quarter.  It  requires  a  mini- 
mum investmentof  $100.660. 
Like  most  index  funds,  uf  A' 
usually  fares  well  when  small 
companies  in  general  do  well, 
but  other  fimds  will  "beat  us 
when  small  companies  do 
poorly,"  says  manager  Rex 
Sinquefield. 

An  emphasis  not  on  size 
but  bargain-hunting  puts 
Franklin  Balance  Sheet  In- 
vestment in  the  micro  cate- 
gory. "We  buy  below  book 
value,  and  frequently  that 
leads  us  to  small  companies," 
says  co-manager  Bill  Lipp- 
man.  Like  other  microcap 
managers,  his  five-year  an- 
nualized 16%  return  is  partly 
due  to  the  fact  that  micros 
are  often  bought  out.  He 
paid  $21  a  share — $16  below 
book  value — for  Tiico  Prod- 
ucts, a  $119  million  maker  of 
windshield  wipers.  A  year 
later,  the  stock  was  inching 
up  when  the  company  was 
sold  for  $85  a  share.  A  $250 
million  cigarmaker,  Colbro, 
was  another  success.  Spain's 
state-run  tobacco  company 
bought  a  49%  stake  a  month 
ago,  causing  the  stock  to 
jump  50%. 

Still,  there  are  plenty  of 
losers  at  the  bottom  of  the 
heap.  "The  biggest  problem 


is  that  most  companies  which 
are  very  small  deserve  to 
be,"  says  Montgomery's  Hon- 
our. "They're  often  family-nin 
and  have  only  one  good  prod- 
uct." He  searches  for  compa- 
nies that  are  willing  and  able 

to  gl'OW. 

UPWARD  DRIFT.  Another  prob- 
lem is  that  because  the  stocks 
are  illiquid,  trading  costs  can 
run  as  high  as  3%  to  5%. 
That's  because  smaller  com- 
panies have  wider  bid-ask 
spreads,  says  Prudential's 
Mott.  Most  fund  managers 
deal  vdth  illiquidity  by  buy- 
ing veiy  small  stakes  in  many 
companies.  But  you'll  want  to 
know  how  a  fund  handles 
trading  expenses  to  avoid 
wiping  out  the  microcap  pre- 
mium on  returns. 

DFA  keeps  costs  down  by 
using  a  basic  buy-and-hold 
strategy.  Royce  Micro-Cap 


want  to  monitor  funds  such 
as  Franklin  and  Pioneer, 
which  hold  some  larger-cap 
companies,  because  small-cap 
funds  tend  to  drift  up  in  size 
as  their  successful  picks  gi'ow. 
"You  have  to  actively  man- 
age to  make  sure  the  small 
stock  fund  stays  small,"  says 
Minneapolis  financial  planner 
Ross  Levin. 

The  stabilizing  effect  of  di- 
versifying into  many  asset 
classes  means  you  can  put 
5%  to  10%  of  your  assets 
into  micros  without  increas- 
ing your  risk  over  strictly 
large-cap  holdings,  says  Mer- 
rill's Pradhuman.  Although  it 
may  not  sound  hke  much,  he 
says,  "from  a  long-term  in- 
vestment perspective,  that's 
powerful." 

You  may  have  to  act  fast 
to  get  into  a  microcap  fund. 
Such  funds  can't  accommodate 


Mining  for  Microcaps 


MEDIAN 


TOTAL  RETURN 
YTD*  3-YEAR 

MARKET  CAP 

MILLIONS 

LOAD 

EXPENSE 
RATIO 

OFAU.S.  9-10 
SMALL  COMPANY 

10.70 

16.0 

$82 

NONE 

0.65 

FRANKLIN  BALANCE 
SHEET  INVESTMENT 

13.50 

18.5 

173 

1.5% 

1.19 

HEARTLAND 
VALUE 

9.90 

16.9 

91 

NONE 

0.97 

PIONEER  CAPITAL 
SROWTH  A 

12.90 

18.7 

148 

5.75% 

1.26 

ROYCE 
MICRO-CAP 

5.71 

16.9 

110 

NONE 

1.99 

*  Year-to-date 

DATA:  MORNINGSTAR  INC 

relies  on  an  elaborate  infi-a- 
structure  of  electronic  mar- 
kets to  deal  "between  the 
spreads,"  which  "would  be 
impossible  for  the  individual 
investor  to  do,"  says  Royce. 
Preston  Athey,  who  manag- 
es the  T.  Rowe  Price  Small 
Cap  Value  Investment  fund, 
controls  costs  with  a  low  an- 
nual turnover  of  about  20%-. 

If  you're  interested  in  buy- 
ing a  microcap  fund  for  di- 
versification, you'll  also  want 
to  know  how  strictly  the  fund 
adheres  to  size  limitations. 
DFA,  T.  Rowe  Price,  Royce, 
and  Heartland  insist  on  sell- 
ing companies  that  have 
gi'own  beyond  the  funds'  size 
parameters.  But  you  may 


vast  amounts  of  assets  and 
still  invest  in  Lilliputian  com- 
panies. A  top  performer, 
Heartland  Value,  which  has 
boasted  retm-ns  of  16%  over 
10  years,  is  closing  its  doors 
on  July  1,  after  growing  to 
$800  million  in  assets.  And 
Montgomery  Micro  Cap, 
which  reopened  on  June  1, 
plans  to  close  when  assets  hit 
$200  million.  Still,  as  money 
continues  returning  to  U.S. 
stocks  fi'om  overseas  and  as 
fund  companies  try  to  gener- 
ate more  business,  microcaps 
may  continue  to  proliferate. 
Hopefully,  there  won't  be  so 
many  that  managers  can't  still 
pluck  up  plenty  of  bargains 
with  tweezers.     Pam  Black 
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WHAT  ARE  YOUR  OPTIONS 
ON  STOCK  OPTIONS? 


If  you  are  lucky 

enough  to  receive 

stock  options  as  part 

of  your  pay  pack- 
age— and  luckier  still  to  be 
watching  their  market  price 
hit  new  highs — you  may  be 
wondering  if 
it's  time  to 
cash  in.  It  just  may  be.  But 
before  you  rush  to  your  bro- 
ker, take  a  few  moments  to, 
well,  consider  your  options. 
"People  think  of  stock  options 
as  found  money,"  says  Joel 
Isaacson,  a  financial  planner 
in  New  York.  "But  they  are 
an  important  part  of  your 
overall  financial  plan." 

As  a  rule,  you  should  hold 
on  to  options  as  long  as  pos- 
sible, so  you  can  take  ad- 
vantage of  future  gains  in  ' 
the  stock  price.  Options  are 
leveraged,  so  if  the  stock 
goes  from  20  to  30  in  one 
year,  shareholders  get  a  50% 
gain.  But  if  you  have  an  ex- 
ercise price  of  10,  and  you 
sell  at  30,  you  make  200%. 
The  extra  leverage  also 
makes  options  riskier  than  or- 
dinary shares.  Millionaires  are 
made  and  undone  oveniight 
on  their  option  packages,  sa.\  s 
Lanny  Oppenheim,  an  attor- 
ney with  Wien,  Malkin  & 
Bettex  in  New  York,  who 
counsels  executives 
nancial  matters. 

Because    of  tl 
added  risk,  options 
you  collect  on  the 
job  shouldn 
make  up  too 


SMART  MONEY 


centage  of  your  assets.  Gen- 
erally, you  should  have  no 
more  than  40%  of  your  as- 
sets in  youi-  company's  stock, 
including  options,  common 
shares,  and  401(k)  holdings, 
says  Jane  King,  president  of 
Fairfield  Financial  in  Welles- 
ley,  Mass.  If  you  exceed  the 
limit,  pare  back 
your  options 
and  diversify  into  other  sec- 
tors. Even  if  your  portfolio 
is  essentially  well-rounded, 
you  may  want  to  lock  in  prof- 
its if  you  have  a  substantial 
gain  on  your  options. 


/ 


You  can  hold  on  to 
options  for  too  long. 
A  common  plan  is  for 
companies  to  issue  ex- 
ecutives options  that 
exph'e  in  10  years  but 
may  be  exercised  in 
25%  installments  over 
four  years.  If  you  ig- 
nore them  until  the 
expiration  date,  you 
could  be  forced  into 
exercising  options 
when  the  company  is 
at  a  trough  in  the 
business  cycle  and  its 
stock  price  is  low.  The 
same  could  happen  if 
you  leave  the  compa- 
ny or  are  fii-ed,  since 
you  get  only  a  short 
window  until  you 
have  to  exercise. 
When  you  have  only 
three  years  left  be- 
fore the  option  expires,  or  if 
you  plan  to  leave  the  compa- 
ny in  a  few  years,  start  look- 
ing for  the  best  opportunity 
to  act. 

TAX  FACTS.  Also,  consider  the 
tax  ramifications.  Companies 
set  up  theii"  programs  differ- 
ently. Most  choose  between 
offering  incentive  stock  op- 
tions (isos),  which  have  cer- 
tain restrictions  but  usually 
aren't  taxed  on  the  spread 
between  the  exercise  price 
and  the  mai'ket  price  at  the 
date  of  exercise,  and  nonqual- 
ified options,  which  require 
you  to  pay  ordinai-y  income 
tax  on  the  spread  as  soon  as 
you  convert. 

Foi'  tax  reasons,  some  ex- 
ecute e^  with  nonqualified  op- 
tions look  for  periods  when 
the  stock 
I  pulls  back 
temporarily 
to  exercise, 
says  Robert  Gabele, 
president  of  CDA/Invest- 
net  Technologies  Inc.,  a 
Fort  Lauderdale  (Fla.) 
fiiTn  that  analyzes  stock  ac- 
tivity of  corporate  insiders, 
hat  wav,  they  don't  have  to 
pay  as  much  in  tax  right 
away  and  can  benefit  from 
capital-gains  treatment  on  the 
anticipated  rise  in  price  if 
they  hold  the  stock  for  a 
yeai-.  This  strategy  is  espe- 
cially good  with  high-div- 


When  It's  Time 
to  Exercise 

•When  your  company's  stock 
represents  more  than  40%  of  your^ 
total  portfolio 

•  If  you  expect  to  leave  the  com- 
pany within  three  years,  and  the  | 
stock  price  seems  at  a  peak 

•  If  you  could  use  the  extra  in-  ' 
come  from  the  stock's  dividend 

•  If  exercising  all  your  options  a 
once  will  push  you  into  a  higher 
tax  bracket  or  the  AMI 

•  If  you  hold  nonqualified  optioi 
and  the  stock  falls,  allowing  you 
to  save  on  taxes 

DATA:  LANNY  OPPENHEIM.  ESQ.;  JOEL  ISAACSON,  CPA;  JANE  KING, 


idend  stocks.  That  way,  i 
get  the  added  income  w 
you  hold  the  shares.  , 
should  also  think  about  e. 
cising  nonqualifieds  ov(| 
few  years  to  avoid  b  j,(  ^ 
pushed  into  a  higher  marj  j-^p, 
tax  rate.  With  isos,  there  ^ 
built-in  incentive  to  holdjjpj, 
shares  for  a  year  after  jj^^, 
exei'cise:  That  way,  when  ^^J,' 
sell,  you  only  have  to  paj  y 
capital-gains  tax.  But  WjUj^ 
out:  Exercising  isos  ^^^^^ 
subject  you  to  the  alte|,(j|,|. 
tive-minimum  tax.  \.^^ 


Most  people  exercise 
sell  options  for  reasons 


:cc! 
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have  nothing  to  do  witlj^^]^ 
versifying,  reducing  risl, 
alleviating  taxes.  They 
ply  want  to  buy  a  nevA 
or  fund  a  child's  educal 
notes  Oppenheim.  If  1 
work  at  a  company  w|()||\ 
the  CEO  frowns  on  s«[ 
management  selling  smn 
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you  may  want  to  cor 
your  options  but  hold 
stock.  If  you  are  an  ins 
always  check  with  you 
house  official  who  mon  I: 
Securities  &  Exchange  ( {J 
mission  reporting  requf^,^ 
ments  before  selling.  Co 
nies  often  give  Little  guic 
on  managing  options- 
they  want  you  to  owr 
stock,  says  King.  So  it  j 
to  you  to  figure  out  yom  -■ 
best  options.  Amey 


ERYTHING  BUT 
E  BlIVSEN  BURIVER 


!n  I  was  13,  I 
d  to  hang 
ind  the  sci- 
e  lab  after 

1.  I  thought  sci- 
ivas  fun — until  a 
ry  project  went 

and  I  ended  up 
18  emergency 

with  burns  on 
lands. 

"aft  of  new  sci- 
•elated  multime- 
D-ROMs  now  lets 
is  young  minds 
•iment  all  they 
-without  the  dan- 
■  blowing  up  the  family 
The  best  of  the  lot  en- 
?e  creative  solutions  to 
problems,  require 
ht,  and  teach  scientific 
iques  and  principles, 
s,  such  as  encyclopedias, 
)ver  with  science  facts 
liographies 
aous  scien- 
And  there  are  cd-rom 
ations  of  books,  made 
vdth  music,  animation, 
lort  movies. 
THE  CASE.  Science 
IS,  a  new  series  of  CD- 
lysteries,  is  my  cuiTent 
te.  The  first  volume  has 
puzzles  that  can  be 
at  six  levels  of  difficul- 
{6  a  real  science  experi- 
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ment,  you  start  with  a  hunch, 
gleaned  fi'om  the  newspaper 
or  video  interviews  with  wit- 
nesses and  experts,  do  a  bit 
of  reading  on  the  subject,  and 
gather  and  analyze  the  evi- 
dence. It  takes  thought,  plan- 
ning, and  per- 
haps a  gas 
chromatograph.  Good  thing 
they  threw  one  in. 

In  Mysteiy  of  the  Explod- 
ing Lawnmowers,  I  used  the 
gas  chromatograph  to  ana- 
lyze the  air  in  the  lawn's 
sprinkler  system.  There  I 
found  thiol,  which  the  pro- 
gi'am's  encyclopedia  told  me 
was  a  smelly  chemical  add- 
ed to  natural  gas  to  alert  the 


oftware  For  Scientific  Minds 

'UBLISHER         STREET  PRICE 

DESCRIPTION 

NCE  SLEUTHS.  $35 

Solve  clever,  complex  mysteries 

1 

using  scientific  methods  and 

'discovery 

tools 

i.M.:  THE  40 

Explore  the  human  body  with 

IE  STORY 

sophisticated  anatomical  charts 

I.M  Software 

developed  for  med  students 

SHIFT  55 

Navigate  the  heavens  with  photos, 

s 

astronomical  charts,  and  movies 

iET  WORKSHOP 

Learn  physics  and  math  by 

s 

building  systems  to  solve  problems 

DATA  EGGHEAD  SOFTWARE,  BUSINESS  WEEK 


human  nose  to  leaks.  A  quick 
check  of  the  gas  company's 
schematic  told  me  more  natu- 
ral gas  was  going  into  the 
neighborhood  than  the  nine 
houses  were  using.  So  as  the 
mower  went  over  a  sprink- 
ler head,  the  heat  from 
1  _j.    the     engine  would 
ignite    the  leak- 
ing gas.  Mystery 
solved.  (You're  on 
your  own  for  levels 
two  through  six.) 

Almost  as  enticing 
is  Widget  Workshop. 
Using  a  library  of 
mathematical,  mechan- 
ical, and  electrical  and 
electronic  parts,  you 
can  build  your  own 
inventions  and  cre- 
ate your  own  wid- 
gets to  solve  prob- 
lems. The  program 
also  includes  its  own 
puzzles  to  solve.  But 
if  it's  puzzles  you  want,  a  bet- 
ter bet  is  Sierra  On-Line's 
Incredible  Machine  2  ($50). 
It's  less  educational  but  has 
the  same  idea:  You  use  me- 
chanical and  electric  devices 
to  construct  a  Rube  Gold- 
berg-like apparatus  to  turn 
on  a  toaster  or  sink  an  8-ball. 

There  are  lots  of  anatomy 
progi'ams  on  the  market.  For 
older  kids,  I  think  the  best  is 
A.D.A.M.:  The  Inside  Story. 
It's  built  around  a  model 
originally  designed  for  medi- 
cal students  and  reminds  you 
of  those  glassine  pages  in 
textbooks  that  systematically 
dissect  a  human  body  by  lay- 
ers as  you  turn  the  pages. 
An  animated  storybook  has 
Adam  and  Eve  answering 
common  questions,  such  as 
how  a  cut  heals  and  why 
a  bee  sting  hurts.  Parents 
can  control  the  optional  fig 
leaves. 

Also  from  a.d.a.m.  Soft- 
ware is  a  delightful  cd-rom. 
Nine  Month  Miracle  ($40).  It 
uses  the  same  anatomical  il- 
lustrations, but  features  an 
animated  question-and-answer 
section  for  teens  and  adults 
on  pregnancy,  a  stoiybook  for 
3-  to-9-year-olds  called  Emi- 
ly's New  Sister,  and  games 
that  teach,  for  example,  rudi- 
mentary genetics. 


Another  new  anatomy  pro- 
gram. Virtual  Body  from  ivi 
Publishing,  is  a  bargain  at 
$20.  It's  adapted  from  the 
Time-Life  Science  and  Nature 
book  series,  with  added  au- 
dio and  video.  Similarly,  Dor- 
ling-Kindersly's  Eyewitness 
Encyclopedia  of  Science  ($50) 
has  the  look  and  feel  of  an 
elegant  book.  But  neither  ti- 
tle has  enough  interactivity 
to  engage  a  teenager  for 
long.  And  you  must  work 
through  lots  of  screens  to  get 
infoi'mation. 

ACTION  PICTURES.  For  the 

junior  astronomy  buff.  Red 
Shift,  a  two-year-old  cd-rom, 
is  still  by  far  the  most  com- 
plete program  of  its  kind. 
You  can  visit  the  past,  going 
back  15,000  years  to  replay 
animations  of  eclipses,  for  ex- 
ample. My  only  hesitation 
about  recommending  it:  A 
new  version  is  scheduled  to 
come  out  this  fall,  which  will 
have  sound,  animated  tutori- 
als, and  more  video. 

By  and  large,  these  are 
rich,  powerful  programs  that 
go  well  beyond  the  "look  it 
up"  approach  of  earlier  edu- 
cational CD-ROMS.  One  warn- 
ing: The  latest  titles  usually 
require  a  computer  with 
eight  megabytes  of  ram.  But 
the  best  are  every  bit  as 
compelling  as  the  shoot-'em- 
up  video  games  that  teenag- 
ers have  traditionally  pre- 
ferred. Even  better,  they 
exercise  the  mind  instead  of 
the  thumbs.  Larry  Armstrong 


WORTH  NOTING 


■  BUSINESS  LOANS. 

Heads  of  growing  small 
businesses  can  now  call 
800  972-2504  for  informa- 
tion on  the  Small  Busi- 
ness Administration's 
fixed-asset  economic-de- 
velopment-loan program, 
known  as  SBA  504. 

■  CAR  TROUBLE.  To  avoid 
the  worst,  automobile 
owners  should  check  out 
Tips  On...  Car  Repair, 
published  by  the  Council 
of  Better  Business  Bu- 
reaus. Call  703  276-0100 
to  order  the  $2  pamphlet. 


The  National  Organization 
S  alute  Members  of  t 


X'm  calling  on  CEO's 
of  companies  large 
and  small  to  join  this 
concemed  group  of 
business  leaders. 
Hire  us!  We're  good 
for  business. 
Look  beyond  our 
disabilities  and 
all  America 


Jim  Brady,  Vice  Chairman 
\atiunal  Organization 
on  Disability 


AT&T,  Rohert  E  Allen 
Citibank,  John  S  Reed 

Eastman  Kodak  Company,  George  M  C  Fisher 

Fannie  Mae,  James  A.  Johnson 

H..J.  Heinz  Company,  Anthony  J,F.  O'Reilly 

Mobil  Corporation,  Lucio  A  Nolo 

Potomac  Electric  Power  Company, 

Edward  [■  MilLhell 
PPG  Industries,  Inc.,  Jerry  E  Dempsey 
Xerox  Corporation,  Paul  A  Allaire 


President's  Circle 


Abbott  Laboratories,  D.L  Bumhani 
Alcoa,  Paul  O'Neil 

Aristech  Chemical  Corporation,  Thonias  Marshalljis'"'' 
CBS  Inc.,  Laurence  A.  Tisch 
Dorsar  Investment  Company,  Stephen  L.  Feinberg 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation,  Charles  R  Lee 
Joseph  E.  Seagram  &  Sons,  Int.,  Edgar  Bronfman,  w ' 
Ow  l  Hollow  Enterprises,  Philip  E.  Beekjnan 
Shell  Oil  Company,  Philip  J.  Carroll 
Sunrise  Medical  Inc.,  Richard  H.  Chandler 
I'nited  Capital  Group,  Inc.,  JP  Mililli 
The  Washington  Post,  Domld  E  Graham 
Wm.  Wrigley,  Jr.  Company,  William  Wrigley 
Woolworth  Corporation,  Roger  Farah 
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Anheuser-Busch  Companies,  Inc., 

August  A,  Busch.  Ill 
Bristol-Myers  Squibb,  Charles  A.  Heimbold.  Jr. 
Ford  Motor  Company,  Alex  Trotman 
Fortis  Benefits  Insurance  Company, 

Robert  B.  Pollock 
GEICO,  Louis  Simpson 
Johnson  &  Johnson,  Ralph  Larsen 
Marriott  International,  Inc.,  J  W.  Mamott,  Jr. 
MBNA  America,  Charles  M.  Cawley 
New  York  Stock  Exchange,  William  H.  Donaldsorj|E«. 
Northrop  Gimmman,  Kent  Kresa 
The  Riggs  National  Bank  of  Washington  D.C., 

Joe  L.  Allbritton 
Rockwell,  Donald  R  Beall 
Southern  National  Corporation/B  B  &  T, 

John  A.  Allison  IV 
U.S.  Can  Company,  William  J.  Smith 
Warner-Lambert  Company,  Mel\  in  R.  Goodes 
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Advocate  Health  Care,  Stephen  L.  Ummel 
Alcatel  Network  Systems,  Inc.,  David  E.  Orr 
Alex  Lee,  Inc.,  Boyd  L.  George 
Allegheny  Health,  Education  &Research 

Foundation,  Sherif  S.  Abdelhal< 
Allianz  Life  Insurance  Co.  of  North  America, 

Lowell  C-  Anderson 
Allstate  Insurance  Company,  Jerry  D  Choate 
American  Brands,  Inc.,  Thomas  C.  Hays 
American  Home  Products  Corporation, 

John  R  Stafford 
Amgen.  Gordon  M-  Binder 
AMP  Incorporated,  William  J-  Hudson 
Amsco  International,  Inc.,  Daniel  Darry 
Anchor  Industries  International,  Vincent  J.  Nain  Ijqj, 
Apple  Computer,  Inc.,  Michael  Spindler 
Applied  Materials,  James  C  Morgan 
Archer  Daniels  Midland  Company, 

Dwayne  O.  Andreas 
Arizona  Public  Service  Co.,  O  Mark  DeMichele 
Arthur  Andersen  &  Co,  SC,  Laurence  A.  Weinbi  ^ 
Arthur  D.  Little,  Inc.,  Charles  R  I^aMantia 
Association  of  Trial  Lawyers  of  America, 

Larry  S  Stewart 
Avis,  Joseph  V.  Vittona 
Avon  Products  Inc.,  James  E.  Preston 
Bank  of  America,  Richard  M.  Rosenberg 
Bank  of  Boston,  Ira  Stepanian 

Baptist  Healthcare  System,  Inc.,  Tommy  J.  Smitl  1^1,^^^^ 
Betz  Laboratories,  Inc.,  William  R.  Cook 
Black&  Vealch,  PJ  .  Adam  , 
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lA  Group  Insurance,  John  K.  Leonard 
I  'IT  Group,  Inc.,  Albert  R.  Gamper,  Jr. 
I  'lorox  Company,  G.  Craig  Sullivan 
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;ll  Limited  Partnership,  William  F.  Connell 
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'ood  Company,  Inc.,  David  H.  Murdock 

lion  Resources,  Inc.,  Thomas  E.  Capps 

f  10  Sugar  Corporation,  Ed  Makin 
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jert  E.  Weissman 

1  It,  Edgar  S.  Woolard,  Jr 

I  ;sne  Light  Company,  Wesley  W.  von  Schack 

f.  I  Inc.,  Frederick  J.  Mancheski 
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l|  3,  Inc.,  John  M.  Kucharski 
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I  son  Electric  Company,  Charles  F.  Knight 

I  &  Young,  Philip  A.  Laskawy 

(]  Corporation,  Bruce  C.  Gottwald 

I  nd  Development  Corp.,  Maurice  H  Berk 

I  Chicago,  Richard  L.  Thomas 
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t|  s  Magazine,  Malcolm  S.  Forbes,  Jr 

i  Russell  Company,  Michael  J.  Phillips 

i|  Jin  Templeton  Group  of  Funds, 
irles  B.  Johnson 

i|  Ht  Broadcasting,  Cecil  L.  Walker 

S  itech,  Inc.,  G.  Kirk  Raab 

rj  'al  Electric  Company,  John  F.  Welch,  Jr 

l|  al  Motors  Corporation,  John  F.  Smith 

*  'illette  Company,  Alfred  M.  Zeien 

i|  Inc.,  Robert  A.  Ingram 

if  n  Rule  Insurance  Company,  John  M.  Whelan 

If  loodyear  Tire  &  Rubber  Company, 

I  nley  C.  Gault 

I  >ar  Electric,  Edward  McGrath 
I  Group,  Inc.,  Russell  Banks 


Harris  Corporation,  John  T.  Hartley 
Hartford  Steam  Boiler  Inspection 

and  Insurance  Co.,  Gordon  W  Kreh 
Harvard  Community  Health  Plan,  Manuel  M  Ferris 
Hasbro,  Inc..  Alan  G.  Hassenfeld 
The  Hearst  Corporation,  Frank  A.  Bennack,  Jr 
Henry  Ford  Health  System,  Gail  L.  Warden 
Household  International,  Donald  C.  Clark 
The  Huntsman  Group,  Jon  M.  Huntsman 
Illinois  Tool  Works,  Inc.,  John  D  Nichols 
IMC  Global  Inc,  Wendell  E  Bueche 
Ingersoll-Rand  Company,  J  E.  Perrella 
Invacare  Corporation,  A.  Malachi  Mixon,  III 
Ithaca  Industries,  Inc.,  Jim  D.  Waller 
J.P.  Foodservice,  Inc.,  lames  L  Miller 
J.P.  Morgan  &  Company,  Inc.,  Douglas  A.  Warner  III 
John  Hancock  Financial  Services,  Stephen  L  Brown 
Johnson  &  Higgins,  David  A  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  Jordan  Company,  John  W.  Jordan  II 
Keebler  Company,  Brian  Chadboume 
Kellogg  Company,  Arnold  G.  Langbo 
Kemper  National  Insurance  Companies, 

Gerald  L.  Maatman 
KeyCorp,  Victor  J,  Riley.  Jr 
Kmart  Corporation,  Ronald  Sloto 
Landstar  System  Inc.,  Jeffrey  C.  Crowe 
R.H.  Macy  &  Co.,  Inc.,  Myron  E.  Ullman  III 
Mallinckrodt  Medical,  Inc.,  Robert  G.  Moussa 
Matol  Botanical  International,  J  F.  Robert  Bolduc 
Matsushita  Electric  Corporation  of  America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

David  C.  Farrell 
McCaw  Cellular  Communications,  Inc., 

James  L,  Barksdale 
McGraw-Hill,  Inc.,  Joseph  L.  Dionne 
MCI  Communications  Corporation, 

Bert  C.  Roberts,  Jr 
McLane  Company,  Inc.,  Joe  Hardm,  Jr 
Meridian  Bancorp,  Inc.,  Samuel  A.  McCullough 
The  MetroHealth  System,  Terry  R.  White 
Michael  T.  Rose  Companies,  Michael  T  Rose 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl,  Jr 
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NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Inc.,  C.  Raymond  Larkin.  Jr 
New  Jersey  Resources  Corporation, 

Oliver  G,  Richard.  Ill 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northern  States  Power  Company, 

James  J.  Howard  III 
Novell,  Inc.,  Robert  J,  Frankenberg 
Olin  Corporation,  John  W.  Johnstone,  Jr 
Oshman's  Sporting  Goods,  Inc.,  Alvin  N.  Lubetkin 
Oxford  Industries,  J.  Hicks  Lanier 
Pall  Corporation,  Eric  Krasnoff 
The  Parsons  Corporation,  Leonard  J.  Pieioni 
Pegasus  Gold  Corp.,  Werner  G.  Nennecker 
Pioneer  Financial  Services,  Inc.,  Peter  W  Nauert 
Pitney  Bowes  Inc.,  George  B.  Harvey 
Polaroid  Corporation,  1  MacAllister  Booth 
PolyGram  Holding  Inc.,  Eric  Kronfeld 
Price  Watcrhousc  LLP,  Shaun  F.  O'Malley 
The  Principal  Financial  Group,  David  Drury 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ryan 
Public  Service  Company  of  Oklahoma, 

R.L.  Zemanek 
The  Reader's  Digest  Association,  Inc., 

James  R  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation,  Walter  H  Weiner 
Ringier  America,  Inc.,  Edward  C.  Nytko 
RJR  Nabisco,  Inc.,  Charles  M.  Harper 
The  Rockefeller  Group,  Richard  A.  Voell 
The  Rockport  Company,  Inc.,  Angel  Martinez 
Rodale  Press  Inc.,  Ardath  Rodale 
Safety-Kleen  Corp.,  John  G,  Johnson 
SAIC,  J.  Robert  Beyster 

Sandoz  Pharmaceuticals  Corporation,  Heinz  Imhof 
Schering-Plough  Corporation,  Roben  P  Luciano 
Sea-Land  Service,  Inc.,  John  Clancey 
Sensormatic  Electronics  Corporation, 

Ronald  G.  Assaf 
SERD/BTS,  Mercedese  M.  Miller 
Shawmut  National  Corporation,  Joel  B.  Alvord 
Simplex  Time  Recorder  Co.,  Edward  G.  Watkins 
SmithKline  Beecham,  Jan  Leschly 
Sony  Electronics,  Inc.,  Carl  J.  Yankowski 
Sprint,  William  T,  Esrey 
State  Farm  Insurance  Companies, 

Edward  B.  Rust,  Jr 
Statistica,  Inc.,  Jerry  L.  Ashworth,  Sr 
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Transco  Energy  Company,  John  P.  DesBarres 
ULLICO,  Inc.,  Robert  A.  Georgine 
United  Technologies,  George  David 
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USAir,  Seth  E.  Schofield 
US  West,  Inc.,  Richard  D.  McCormick 
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Washington  National  Insurance  Company, 

Robert  Patin 
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Western  Publishing  Group,  Inc.,  Richard  A.  Bernstein 
Western  Resources,  Inc.,  John  E.  Hayes,  Jr 
Whirlpool  Corporation,  David  R.  Whitwam 
Workman  Morris  Molina,  Edward  L.  Workman 
Wysc  Technology,  Inc.,  Douglas  Chance 


Special  Advertising  Section 


Succeed  in 
Business! 

For  15  years,  we've  been  helping 
companies  like  yours  cut  business  costs 
by  streamlining  accounting  functions, 
reducing  repetitive  data  entry,  closely 
tracking  cash  flow,  and  much  more. 
Now  we've  introduced  Version  7.0, 
offering  hundreds  of  new  features 
requested  by  businesses  like  yours. 
Get  the  competitive  edge. 

Call  800-678-6336  for  a 
FREE  80-page  guide 
to  RealWorld  Accounting  and 
Business  Software. 


RealWorld  Corporation 

Quality  solutions  meeting  real  world 
tiusiness  needs- 

RealWorld  is  a  registered  trademark  of 
RealWorld  Corporation 
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CABLE  READY 


Imagine  being  able  to  see  all  your  real-time  plant  data 
from  every  source  across  the  company-MRP,  MES, 
SCADA.  PLCs,  MMIs-all  on  one  screen,  through  one 
familiar  interface.  Introducing  PlantTV,  a  powerful  new 
automation  solution  that  gives  you  live  access  to  the 
information  you  need  for  faster,  more  effective  deci- 
sions directly  from  your  PC.  Whatever  channel  you 
select,  PlantTV  displays  your  information  in  tables, 
charts,  bar  graphs,  and  countless  other  ways.  Call  us  at 
800-526-3486  or  fax  617-769-1990  and  get  PlantTV 
on  your  network. 


Intellut!on* 


Inlcllution  IS  a  registered  trademark  and  PlantTV  is  a  trademark  ol  Iniellulion  Inc  ,A,II  other 
brand  or  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  holders. 


Orchestra 
MultiSystems 

The  Tympani  17"  MonitQr-$469.00 


Today's  Windows-based 
corporate  computing  envi- 
ronment demands  cost- 
effectiveness,  productivity, 
and  ergonomics  from  your 
hardware. 

The  Tympani  17"  monitor 
from  Orchestra  IVIultiSystems 
answers  these  demands  by 
widing  a  17"  screen  for  an  estimated  street  price  of 
69.  So  for  the  price  of  a  1 5"  monitor,  you  can  have  a 
"  SVGA  monitor  for  two-thirds  more  screen  area  and 
jrger,  more  colorful  display. 

II  Orchestra  at  (800)  237-9988  to  find  out  more  about 
:  Tympani.  Or  ask  us  about  our  high-performance  1 5" 
17"  monitors,  the  Tuba  II  &  French  Horn  II,  our  PCIA/L 
eo  adapters,  and  our  direct  corporate  evaluation 
)gram. 


Big  Business  Teclinology 
at  a  Smaii  Business 
Price 

Motorola's  Vanguard  FRAD  For  $799. 

Motorola's  Vanguard™ 
FRAD  cuts  the  cost  of 
high-speed,  highly  effi- 
cient LAN-WAN  data  net- 
working. So,  now  even 
small  businesses  can 
afford  the  best  technology  available.  For  terminal-to- 
host  applications,  it  is  simply  unbeatable.  Vanguard 
saves  you  money  on  line  costs  and  lets  you  integrate 
multi-protocol  data  for  a  lot  less  than  traditional 
routers.  It  takes  up  very  little  space  and  is  easy  to  use. 
Just  plug  it  in.  Motorola's  family  of  low-cost,  high- 
quality  Vanguard  FRADs  includes  one  with  integral 
DSU.  Motorola's  Vanguard  FRAD.  A  little  something 
for  everyone.  For  more  information,  call 

1-800-766-4883. 

http://www.mot.com/l\/lll\/IS/ISG/ 


A\)  MOTOROLA 


Vanguard  and  Motorola  are  trademarks  of  Motorola,  lnc.©1995  Motorola,  Inc. 


Special  Advertising  Section 


Quality  •  Service  •  Value 

Swan  is  dedicated  to  providing  quality  computer  products  for 
business  and  for  the  home.  Our  one-year  on-site  warranty  and 
award-winning  service  ensure  trouble-free  ownership.  Call 
today  to  find  out  more  about  our  Pentium  Series.  Notebook 
Series,  486  Value  Series  or  to  receive  our  full  product  catalog. 


800-645-7785 
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I  The  World's  25  Largest 
Industrial  Companies  Use 

Gensym's  €ii2  to  create  intelligent 

I  real-time  systems  for  — 

•  Process  optimization 

•  Quality  management 

•  Dynamic  scheduling  for  flexible  manufacturing 

•  Advanced  control  with  neural  nets  and  fuzzy  logic 

•  Plant-wide  supervisory  control 

•  Process  re-engineering 

Learn  how  Gensym  can  bring  iiitelligen 

real-time  solutions  to  your  organization 


Gensym 

Intelligenl  Real-Time  Systems 


Gensym  Corporation 
125  CambridgePark  Drive 
Cambridge,  MA  02140  USi 
Tel  61 7  547-2500 
Fax  617  547-1962 

'  Atlanta,  GA  •  Cambridge,  MA  •  Chicago,  IL  •  Cincinnati,  OH  •  Dallas,  TX 
Dortmund,  DE  •  Detroit,  MI  •  Houston,  TX  •  Leiden,  NL  •  London,  UK 
•  Los  Angeles,  CA  •  Munich,  DE  •  New  York,  NY  •  Osaka,  JP  •  Pans,  FR  • 
Philadelphia,  PA  •  San  Francisco,  CA  •  Seoul,  KR  •  Toronto,  ONT 
•  Tovkn,  IP  .  \X',,n  rh.ii,  HK  •  \X',i^hinL'rnn  DC  • 


Introducing 

THE  NEW 

Forest 

&TREES. 


Now  WITH 
A  POWERFUL 
COMBINATION  OF 
EASY  AD  HOC 
QUERY  AND 
SUPERIOR 
ANALYSIS. 


This  IS  a  whole  new  Forest  &  S 
Trees®,  rebuilt  from  the  grouncl 
up  to  be  the  best  ad  hoc  quer)| 
&  reporting  tool  you  can  buy. 
With  just  a  few  mouse  clicks 
you  can  access  data  easily  fron 
databases  and  data  warehousel 
Now  you  don't  need  to  know 
the  structure  of  the  database, 
or  SQL,  to  get  at  the  data  you 
need.  Then  you  can  harness 
Forest  &  Trees'  smart  analyticaLyj^ 
features  to  turn  your  data  intojjsyjj 
valuable  Business  /ntel/igencelltendi 
Call  today  and  ask  for  the  freW 
demo  disk  and/or  the  Hurwit|jjQp| 
Consulting  White  Paper  and  jfjp'q 
technology  comparison.  |is;Q[| 


i 


TriNzic 


Voice:  1-800-952-8779p94 
Fax:  603-427-0385  WteSr 
e-mail:  ft@trinzic.com  ij^S, 

One  Harbour  Place,  Suite  500  I  i  . 

Portsmouth,  NH  03801-9948  1.  U 

Forest  &  Trees  IS  a  registered  Trademark,  ill  ri 

All  other  trademarks  are  the  properties  of  II  '  I 

their  respective  companies  MS  l\i 


Four  of  the  top  trading  houses  on 
Wall  Street  use  MOUSE-IRAK. 

Productivity  and  reliability  persuaded  these  businesses 
to  replace  hundreds  of  free  mice  that  came  with 
their  workstations  with  $199  MOUSE-TRAK  trackballs. 

Reliobility:  MOUSE-TRAK  is 


ProdiKthrity:  Uiboratory  testing 
has  shown  tiiat  only  4  hours  of 
continuous  mouse  u.siige  can  result 
in  as  much  as  60%  loss  of  hand 
strength.  A  trader  in  that  condition 
is  simply  not  going  to  make  ;ls 
many  trades  per  hour  in  the 
second  half  of  the  day  as  in  the  first. 
Tlie  same  tests  show  no  signs  of 
physical  fatigue 
iisinga  MOl 


constructed  using  a  hardened 
and  polished  stainless  steel  roller 
mechanism  and  the  same  ty|ie  of 
ball  bearing  used  in  hard  drives. 

Call,  Fax,  or  email  today  to  order 
or  receive  more  information 
ahoul  MOVSE-TKAK. 


Trouble  using 
files  &  disks  between 
Macs  and  PCs? 

Obviously,  you've  never  let 
a  DataViz  product  do  it  for  you. 


Conversions  Plus" 
for  Windows 


'  Use  Mac  disks  in  your  Windows  PC  (or  DOS  disks  in  your  Mac). 
'  Easily  convert  files  between  various  Mac  &  PC  Word  Processing, 

Spreadsheet,  Graphics  &  Database  formats  while  maintaining 

formatting  like  bold,  italic,  tables,  etc. 
'  Convert  in  either  direction  between  many  different  programs 

like  WordPerfect  &  Word  or  Lotus  &  MS  Works  (1,000's  of  combos!) 

Call  DataViz  now  for  more  info! 

800  -  270  •  0030 

ilaViz,  Inc  55  Corporate  Dr  ,  Trumbull,  CT  0661  1  Tel  (203|  268-0030  Fox  |203|  268-4345 


High-Speed,  Page  Printers  for 
''Mission  Critical"  Printing 


I 


T9030  ' 
T9030d\ 
T9040& 


•  30  and  40  Pages  Per  Minute  (Duplex  Avail) 

•  300,000  Pages  Per  Month 

•  HP®  LaserJet®  Compatibility 

Opt:  PhoenixPage^*^  PostScript® 

•  High-Volume  Paper  Handling  Options 

•  Straight  Path  for  Heavy  Forms  &  Labels 

•  Low  Cost-Per-Page  for  High-Volume  Jobs 

For  Information  Call:  MANNESMAN 
1  -800-843- 1 347  Ext  229  Tally 

All  listed  trademarks  are  registered  trademarl(s  of  their  respective  companies. 


Unattended  Backup  &  Autochanger 
Control  for  CA-UNICENTER® 

stal  Automation's  UNISTORE  adds  full  data  storage 
3t  control  to  the  data  security,  problem  management 
system  resource  management  features  which  are 
ady  inherent  in  CA-UNICENTER.  The  integration  of 
stal's  UNISTORE  with  CA-UNICENTER  provides 
ittended  backup  and  recovery  capabilities,  tape  vault 
lagement  and  Hierarchai  Storage  Management  (HSM). 

STORE  operates  with  both  CA-UNICENTER/STAR 
HP's  OPEN  VIEW  network  management  products 
is  compatible  with  most  computers,  including  AT&T, 
Z.  DG,  HP,  IBM,  Sequent,  SGI,  Sun,  and  Tandem. 
;t  data  storage  robots  and 
^ats  are  also  supported, 
iding  4mm  DDS,  3480/3490, 
byte  8mm,  19mm,  DLT  and 
HS. 


HERSTAL 

AUTOMATION 


Phone:  1-813-358-2001 
Fax:  1-813-358-2010 
E-Mail:  sales@herstal.com 


If  you're  starting  to  look  at 
modems,  allow  us  to  bring  you 
up  to  speed 

Introducing  Motorola's 
>■  high-speed  Power  8i 
Lifestyle  Series  desl(top 
and  cellular  modems 

Motorola's  Power  &  Lifestyle  Series  V.34  modems  will 
help  you  unlock  your  computer's  potential  as  well  as 
provide  unsurpassed  speed,  performance,  reliability 
and  fax  capability.  Tliese  28.8  and  14.4  modems  give 
you  the  freedom  to  access  on-line  services,  multimedia 
services,  various  networks,  bulletin  board  services 
and  other  databases.  Our  28.8  modems  are  high 
speed,  so  you  spend  less  time  waiting  and  less  money 
on-line.  Power  Series  modems  feature  downloadable 
architecture,  accessibility  for  nine  users  and  remote 
configuration.  Lifestyle  Series  modems  feature  caller 
I.D.,  on-screen  assistance  and  a  security/password 
function  for  two  users.  For  information  about 
Motorola's  desktop  and  PCMCIA  modems, 

call  1-800-766-4883.  ^ 

http://www.mot.com/MIMS/ISG/  Kly 


REUSrS  REU  4»30t 


m'viONAmmmom'OH. 


REUSYB  A  Name  You  Can  Rely  On. 


PC  CoHPumG  "Top  100"  1995 

Rell4830T  Advantage 

Features 

•  400  X  1600  dpi  optiail 
one  pass  scanner 

•  4800X4800  interpolated 

•  A4  size  Tnuisparent7  ^ 
Adapter  for  film,  ''"*lllim, 
slides  ;uid  x-ray 

•  SCSI-2  interface 

•  Image-In  (with OCR, 
color  management) 

•  Paper  Master 

•  Art-Scan 


999 


C,  X  p 


L800J49.3966 

SCSI  card  mid  cable  (PC)  are  extra  fur  all  unbundled  scanners.  )  our 
existing  SCSI  hardware  ispruhahly  compatible,  so  check  with  us  before  you 
purchase  equipment  yim  don  I  need. 


A/  NORTHGATeI 
COMPUTERS  I 


ZXPortable  III  Pentium 


•  Pentium  75  Mhz,  (picture  above), 
90  Mhz  or  100  Mhz  available 

•  8  MB  RAM  Expandable  to 
36  MB  RAM 

•  Large  10.4"  Color  Screen 

•  340  MB  Removable  Hard  Drive, 
510HDor810HD  available 


•  Internal  3.5"  Floppy 

•  1  MB  Local  Bus  Video 

•  Hot  Swap  NiMH  Batteries 

•  Built-in  25mm  Trackball 

•  16-bit  Sound  Card 

•  Integrated  Speakers  &  MIC, 


i 


m 


Call  1-800-548-1993  today! 


m 


The  best  technology  products  and  services  are  waiting  for  you,  so  don't  delay. 
To  find  out  more  about  any  of  the  advertisers  in  the  Technology  Guide, 
mail  or  fax  in  the  "free  information  for  readers"  card  in  this  issue 
or  call  any  of  the  numbers  listed  below. 


•  DataVIz— 800-270-0030 

•  Gensym— 617-547-2500 

•  Herstal  Automation— 813-358-2001 
« Intellutlon— 800-526-3486 

•  ITAC  Systems— 800-553-4822 
IViannesmann  Tally— 800-843-1347  Ext.22d 
lDt!irola— 800-766-4883 


•  Nopthgate  Computers— 800-548-1993 

•  Orchestra  MultiSystems- 800-237-9988 
« RealWorld  Corp —800-678-6336 

•  Relisys— 800-749-3966 

•  Swan  Technologies— 800-645-7785 
TPinzic— 800-952-8779 


i 

m 

m 
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usiness  Week  Index 


ODUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


lange  from  last  week:  -0.1°/ 
lange  from  last  year:  5.6% 


Change  from  last  vyeek:  0.2% 
Change  frorr,  last  year:  8.?% 


PRODUCTION  INOEX 

June  3=120.4 
1992=100 


LEADING  INDEX 

1967=100   240 


June  Oct  Feb.  June 

1994  1994  1995  1995 

idexes  are  4-week  moving  averages 

production  index  was  little  changed  during  the  week  ended  June  3. 
re  calculation  of  the  four-week  moving  average,  the  index  fell  to  120.3, 
121.5.  For  the  month  of  May,  the  index  came  in  at  120.1,  down  from 
I's  121.3. 

leading  index  rose  for  the  latest  week.  The  unaveraged  index  increased  to 
.9,  from  254.6  in  the  previous  week.  For  May,  the  index  rose  to  255, 
253.1  in  April. 

oduction  index  copyright  1996  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 
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ING  INDICATORS 


iCK  PRICES  (6/9)  s&^-  500 

LATEST 
WEEK 

532.91 

WEEK 
AGO 

530.75 

YEARLY 
%  CHG 

16.3 

IPORATE  BOND  YIELD.  Aaa  (6/9) 

7.28% 

7.33% 

-7.3 

USTRIAL  MATERIALS  PRICES  (6/9) 

113.5 

114.1 

NA* 

INESS  FAILURES  (6/2) 

NA 

NA 

NA 

L  ESTATE  LOANS  (5/31)  billions 

$481.3 

$477.7 

11.8 

lEY  SUPPLY.  M2(5/29)  b  ll  ons 

53,631.3  $3,624.4r 

1.6 

lAL  CLAIMS.  UNEMPLOYMENT  (5/27)  thous 

379 

380 

5.9 

rces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
s,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
rge  companies),  Federal  Reserve.  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
less  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR. 


EREST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

ERAL  FUNDS  (6/13) 

5.97% 

5.96% 

4.21% 

IMERCIAL  PAPER  (6/14)  3-month 

5.93 

5.87 

4.53 

TIFICATES  OF  DEPOSIT  (6/14)  3  month 

5.90 

5.85 

4.46 

ED  MORTGAGE  (6/9)  30  year 

7.75 

7.89 

8.45 

USTABLE  MORTGAGE  (6/9)  one  year 

5.81 

5.95 

5.44 

ME  (6/14) 

9.00 

9.00 

7.25 

'ces:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

^TFEL  (fi/irW  thmiQ   nf  npt  tnnc: 

1  924 

1,925# 

1.0 

AUTOS  fA/ini  imiK 

137,524 

95,344r# 

-4.3 

TRUCITS  fA/in^  unite 

1 14,525 

78,719r# 

-4  ' 

ELECTRIC  POWER  (fi/]C))  millinn^;  of  kilnw;itt-hr<^ 

blskW  1  II IV  IV  W  bll  V  kJI  1  \J  /  lilllilL/iiO  Ul    nlllJVVall  IIID 

64,146 

58,335# 

3.2 

CRUDE-OIL  REFINING  (6/10)  thous.  of  bbl./day 

14,518 

14,535# 

2.1 

COAL  (6/3)  thous.  of  net  tons 

18,037# 

19,157 

-3.7 

PAPERBOARD  (6/3)  thous.  of  tons 

931. 1# 

946.2r 

5.3 

PAPER  (6/3)  thous.  of  tons 

849.0# 

823.0r 

3.3 

LUMBER  (6/3)  millions  of  ft. 

345.0# 

415.0 

-14.3 

RAIL  FREIGHT  (6/3)  billions  of  ton-miles 

21. 3# 

23.6 

-0.5 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  .  American  Forest  &  Paper 
Association,  WWPA'.  SFPA-,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (6/14)  $/troy  oz. 

387.750 

385.900 

1.2 

STEEL  SCRAP  (6/13)  #1  heavy,  $/ton 

140.50 

141.50 

26.0 

COPPER  (6/10)  e/ib. 

137.3 

136.8 

23.7 

ALUMINUM  (6/10)  c/ib 

85.0 

87.0 

31.8 

COTTON  (6/10)  strict  low  middling  1-1/16  in.,  t/\b.  107.80 

108.86 

39.0 

OIL  (6/13)  $/bbl. 

18.88 

19.14 

-4.9 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (6/14) 

84.32 

84.40  103.55 

GERMAN  MARK  (6/14) 

1.40 

1.41 

1.54 

BRITISH  POUND  (6/14) 

1.61 

1.59 

1.52 

FRENCH  FRANC  (6/14) 

4.91 

4.95 

5.58 

ITALIAN  LIRA  (6/14) 

1540.5 

1638.5  1505.4 

CANADIAN  DOLLAR  (6/14) 

1.38 

1.38 

1.39 

MEXICAN  PESO  (6/14)' 

5.175 

5.085 

3.369 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British   pound   m  dollars 


i  data  in  the  production  indicators  are  seasonally  adjusted  m  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
)ment.   l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=:revised       NM-Not  meaningful 


THE  WEEK  AHEAD 


SING  STARTS 

day,  June  20,  8:30  a.m.  ►  Housing 
;  likely  stood  at  an  annual  rate  of  1.23 
Dn  in  May,  a  bit  less  than  their  1.24 
Dn  pace  in  April,  according  to  the 
an  forecast  of  economists  surveyed  by 
International,  one  of  the  McGraw-Hill 
The  drop  is  suggested  by  the  decline 
nstruction  jobs  and  hours  worked  in 
Because  of  the  recent  fall  in  mortgage 
,  housing  starts  may  rebound  in  com- 
lonths. 

RNATIONAL  TRADE 

lesday,  June  21,  8:30  a.m.  ►  The  for- 
trade  deficit  for  goods  and  services 
'  narrowed  slightly  in  April,  to  $9  bil- 


lion, down  from  $9.1  billion  in  March.  The 
MMS  survey  expects  little  change  in  either 
exports  or  imports.  In  March,  exports  rose 
5%,  to  hit  a  record  $65.3  billion,  but 
imports  also  jumped,  by  4.3%,  to  set  a 
high  of  $74.5  billion.  The  trade  deficit 
could  have  worsened  in  April,  however: 
Japan  has  already  reported  that  its  trade 
surplus  with  the  U.  S.  widened  by  3%  for 
the  month.  The  April  report  will  also 
include  revisions  to  historical  trade  data. 

FEDERAL  BUDGET 

Wednesday,  June  21  ►  The  federal  govern- 
ment IS  likely  to  report  a  deficit  of  $37.5 
billion  in  May,  wider  than  the  $32.1  billion 
of  May,  1994.  In  April,  Washington  posted 


a  record  surplus  of  $49.7  billion.  The  defi- 
cit for  fiscal  1995,  which  began  last  Octo- 
ber, IS  on  track  to  total  far  less  than  last 
year's  $203  billion.  In  fact,  the  deficit 
could  slip  to  about  $165  billion,  the  small- 
est budget  deficit  in  six  years. 

DURABLE  GOODS  ORDERS 

Friday,  June  23,  8:30  a.m.  ►  New  orders 
taken  by  durable-goods  manufacturers 
probably  rose  a  small  0.2%  m  May,  fore- 
casts the  MMS  report.  If  so,  that  would  be 
the  first  increase  since  January.  Orders  in 
April  fell  a  steep  4%,  led  by  declining 
motor-vehicle  demand.  The  backlog  of 
unfilled  orders  probably  fell  by  about  0.4% 
in  May,  the  same  drop  as  in  April. 


Index  to  Companies 

This  index  gives  ttie  starting  page  for' a  story  or  feature  with  a  significant 
rfiferefvce:to..a.' company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Cbn)()3Bies  listed  only  in  tables  are  not  included. 


Abex  126 

A.D.A.M.  Software  143 
Adarand  Constructors  37 
A.  Gary  Shilling  30 
Agile  Networks  1 14 
Alcatel  Network 
Systems  86 
Alex,  Brown  &  Sons  64 
Alkermes  140 
American  Express  104 
American  Standard  36 
America  Online  127 
Amway  80 

Andersen  Consulting  86, 
93 

Apertus  Technologies  92 
Apollo  Advisors  126 
Apple  Computer  38 
Arthur  Andersen  122 
Arthur  D.  Little  86 
Ascend 

Communications  114 
AST  Research  38 
AT&T  37,  93,  100,  104, 

110,  124 

Aubrey  G.  Lanston  34 

B 


Bam  40 

Bally  Entertainment  126 
Bankers  Trust  48 
Barings  Securities  52 
Barrington  Research  127 
Bay  Networks  86,  1 14 
Bear  Stearns  34,  1 14 
Bell  Atlantic  100,  110 


Ben  &  Jerry's 

Homemade  8 
Borg  Warner  Automotive 

42 

Boston  Consulting 
Group  40 

Broadview  Associates  39 
Burlington  Northern  1 1 1 

C 


Canon  22 
Cascade 

Communications  1 14 
Caterpillar  120 
CDA/lnvestnet 

Technologies  142 
Checkfree  124 
Chrysler  30 
Cisco  Systems  1 14 
Colbro  140 
Collabra  Software  93 
Compaq  38,  93 
CompuPharm  108 
CompuServe  127 
Computer  Associates  39, 

120 

Computer  Sciences  102 
Consolidated  Cigar  126 
Consolidated 
Development  58 
Corel  22 

Covia  Technologies  92 
CSC  Index  40 
CSX  80 


Dai-lchi  Kangyo  Bank  52 


Dataquest  86 

Dean  Witter  Reynolds  30 

Dell  Computer  38 

Del  Monte  86 

DeWitt  Ross  &  Stevens  12 

DFA  140 

Digital  Equipment  22,  120 
Dorling-Kindersly  143 
DreamWorks  SKG  48 
Duke  118 
DuPont  40 


Eastman  Kodak  54 
EDS  86,  100 
Egghead  Software  93 
Entergy  102 
Envision  Capital  6 
Equitable  120 
Ericsson  (L.M.)  86,  120 
Ernst  &  Young  104 


Fahnestock  127 
Fairfield  Financial  142 
Fastix/  64 

Fidelity  Magellan  120 
First  Chicago  Capital 

Markets  122 
First  Data  124 
First  Financial 

Management  124 
First  Union  101 
Ford  80 

Forrester  Research  104 
Fox  Broadcasting  6 
Franklin  140 


Fred  Meyer  72 
Fuji  Xerox  54 

G 


Garden  State  Tanning  42 
Gartner  Group  40 
GE  80,  106 
Gemini  Consulting  40 
GenCorp  42 
General  Mills  72,  76 
GM  93,  120 
Godfather's  Pizza  80 
Golden  Rule  Insurance  80 
Goodyear  Tire  & 
Rubber  34 

Gramercy  Capital  126 
GranCare  108 
Grand  Junction 
Networks  114 

H 


Haagen-Dazs  8 
H&R  Block  127 
Healthsouth  80 
Heartland  140 
Herr  Foods  80 
Hewlett-Packard  22,  102 
Holiday  Inn  8 
Honeywell  37 


IBM  6,38,39,40,86,92, 
93,  100,  120,  154 

Institutional  Venture 
Partners  1 14 
Intel  104,  120 
International  Data  92 
Interspan 

Communications  126 
Intuit  38,  39 
ITT  48 

IVI  Publishing  143 


JALA  International  104 
James  Capel  52,  62 
Jenner  &  Block  12 


MCI 


POSITIVE 


w 


■N        OMES  TO  LONG  DISTANCE  SAVINGS, 
rtil^ERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


John  Nuveen  122 
J.R  Morgan  92 
Jupiter 

Communications  38 


Kaiser  Aluminum  42 
Kellogg  72,  76 
Kleiner  Perkins  Caufield  < 
Byers  114 

Kleinwort  Benson  54 
Kraft  Food  72 


Ladenburg  Thalmann  30 
LaSalle  National 
Bank  122 

LeeMah  Datacom  96 
Legent  39 

Lexmark  International  22 
Link  Resources  104 
Long-Term  Credit  Bank  of 
Japan  52 

Lotus  6,  38,  39,  86,  93, 
104,  114,  120,  154 

Luminart  12 

M 


MacAndrews  & 

Forbes  126 
Mafco  Worldwide  126 
Malt-O-Meal  72 
Marvel  Entertainment  126 
MCA  48 
McDonald's  8 
McDonnell  Douglas  126 
MCI  101,  110,  124 
McKesson  96 
Merrill  Lynch  120,  140 
Mesa  48,  93 
Microsoft  22,  38,  39,  64, 

93,  124,  127 

Miller/Kadanoff  Direct  106 
Milton  Samuels 

Advertising  118 
Mindful  Partners  126 
MIPS  Technologies  22 
Monsanto  40 
Montgomery  Asset 

Management  140 
Montgomery 

Securities  124 
Morgan  Stanley  39,  120 
Morningstar  140 
Motorola  106,  120 
MovieFone  64 

N 


National  Medical  Care  48 
Netcom  114 
Newbridge  Networks  96 
Nextel 

Communications  106 
NL  Industries  140 
Nomura  Securities  34 
Northern  Telecom  96,  104 
Novell  39,93,  100,  118 
Nynex  110 


Ogden  Services  8 
Open  Horizon  92 
Oracle  93,  102,  120 
Orbital  Sciences  126 


Pacific  Bell  104 
Pacific  Telesis  1 10 
Philip  Morns  72 
Pillsbury  80 
Pioneer  140 
Powersoft  39 
Price  Waterhouse  93 
Prodigy  100,  127 


Prudential  Securities 
140 
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Quaker  Oats  72 
Qualcomm  106 
Quarterdeck  Office 
Systems  93 


Ralcorp  72,  76 
Ralston  Purina  72 
Ram  Mobile  Data 
USA  106 

Regional  Financial  31 
Rockwell 

International  126 
Royce  140 
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Salomon  Brothers  6,  30, 
64 

Sanwa  Bank  52 
Seagram  48 
Sears  37 

Security  Dynamics  96 
Sequoia  Capital  1 14 
Sherritt  58 
SHL  Systemhouse  36 
Sierra  On-Line  143 
Silicon  Graphics  1 14, 1! 
Sogeti  40 

Southern  New  England 

Telephone  110 
Sprint  110 
Sterling  Software  100 
StrataCom  114 
Sumitomo  Bank  52 
SunAmenca  120 
Sun  Microsystems  39,1 

102 

Sybase  39 
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Tailored  Technologies  1 
Technical  Resource 
Connection  102 
Telemundo  Group  126 
Tenneco  42 
Texas  Instruments  37, 1 
Ticketmaster  64 
Toyota  42 
Travelers  120 
Trico  Products  140 
T.  Rowe  Price  140 
TSO  &  Associates  58 
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Union  Carbide  40 
Unisys  104 
U  S  West  110 


Vertical  Systems  1 14 
Vivo  Software  104 
Vivra  48 
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WEFA  Group  30 
Western  Union 

Financial  124 
Wien  Malkin  &  Bettex  1 
Wilson  Sporting 

Goods  106 
Wood  Gundy  58 
Workgroup 

Technologies  93 
W.R.  Grace  48 
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Yankee  Group  36,  100, 
106 
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[Vestment  Figures  of  the  Week 


ENTARY 

n  news  continued  to  tug  at 
mcial  markets.  On  June  13, 
climbed  in  the  belief  that 
ere  swinging  downward.  The 
benchmark  30-year  Treas- 
on from  6.7%  to  6.55%,  on 
ingth  of  a  report  that  retail 
)se  less  than  expected  in 
ocks  of  financial-services 
lies  were  boosted  by  the 
te  news.  The  markets  were 
ly  flat  on  June  14.  The  dol- 
however,  after  the  Bundes- 
;cided  not  to  cut  German 
:  rates. 


STOCKS 

June  Dec. 


52-week  change 

+  16.5% 


June    June  8-14 


i 


1  -week  change 

+0,6% 


BONDS 

June  Dec. 


June    June  8-14 


536.47 

■  535 


52-week  change 

+9.1% 


THE  DOLLAR 

June     Dec.  June 


June  7-14 


__h_ 


1  -week  change 

0.0% 


52-week  change 

-9,8% 


1 -week  change 
-0.3% 
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rocKS 

Latest 

%  change 
Week  S2'week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

NES  INDUSTRIALS 

4491.1 

0.7 

18.5 

90-DAY  TREASURY  BILL  YIELD 

5.81% 

5.76% 

4.21% 

E  COMPANIES  (S&P  MidCap  Index) 

194.1 

0.8 

13.3 

30-YEAR  TREASURY  BOND  YIELD 

6.57% 

6.55% 

7.40% 

COMPANIES  (Russell  2000) 

278.9 

1.5 

11.0 

S&P  500  DIVIDEND  YIELD 

2.49% 

2.51% 

2.74% 

iflPANIES  (Russell  3000) 

305.3 

0.7 

15.2 

S&P  500  PRICE/EARNINGS  RATIO 

16.5 

16.4 

20.4 

BN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

482.6 
73.0% 
0.65 
1.18 

481.0 
73.0% 
0.61 
1.17 

Positive 
Negative 
Neutral 
Positive 

■  (FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

3339.8 
14,660.5 
4494.3 

-0.9 
-6.5 
0.4 

9.7 
-31.1 
7.9 

fUSTRY  GROUPS 

BLOOMBERG  riNflNCIAL  MARROS 

lONTH  LEADERS 

%  change 
Imonth  12-nionth 

Strongest  stock  in  group 

%  change 
l-month  12-month 

Price 

S 

12.3 

-16.0 

U.S.  HEALTHCARE 

14.2 

-18.0 

3414 

[)  MINING 

11.4 

4.9 

PLACER  DOME 

15.7 

19.8 

253/4 

INES 

11.2 

23.0 

USAIR  GROUP 

37.1 

60.4 

10% 

GS 

10.7 

41.6 

MERCK 

14.2 

54.8 

48% 

ADCASTING 

8.9 

16.4 

CAPITAL  CITIES/ABC 

16.5 

36.6 

98% 

lONTH  LAGGARDS 

%  change 
1-month  12-(nonth 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

URETIME 

-13.5 

-8.9 

BRUNSWICK 

-18.7 

-20.9 

18% 

SEWARES 

-7.6 

8.8 

RUBBERMAID 

-17.3 

-4.5 

26% 

ELS  AND  MOTELS 

-4.7 

25.9 

PROMUS 

-5.4 

21.3 

41% 

CKING 

-4.6 

-26.2 

YELLOW 

-10.5 

-10.2 

17 

AREL  MANUFACTURING 

-A.2 

-1.1 

FRUIT  OF  THE  LOOM 

-6.0 

-17.1 

23% 

CUAL  FUNDS 


:rs 

eek  total  return  % 

EX  PRECIOUS  METALS  11.6 

HAM  GOLD  EQUITIES  INDEX  9.1 

EL  MIDAS  GOLD  8.1 

!k  total  return  % 
GMAN  COMMUNICATIONS  &  INFORM.  A  84.3 

KINS  OPPORTUNITY  66.4 

ANCE  TECHNOLOGY  A  65.6 


LAGGARDS 

Four-week  total  return  % 

AMERICAN  HERITAGE  -11.3 

WRIGHT  EQUIFUND-MEXICO  -9.5 

WARBURG  PINCUS  ADVISOR  JAPAN  OTC  -9.4 

52-week  total  return  % 

AMERICAN  HERITAGE  -38.4 

STEADMAN  AMERICAN  INDUSTRY  -33.8 

FIDELITY  LATIN  AMERICA  -31.4 


MORNINGSTAR  INC 


.TIVE  PORTFOLIOS 


amounts  represent  the 
t  value  of  $10,000 
:d  one  year  ago 
I  portfolio 

itages  indicate 
ly  total  returns 


<#' 

U.S.  stocks 
$11,968 

-^0.09% 


Treasury  bonds 
$11,555 

-2.52% 


Foreign  stocks 
$11,020 

-2.49% 


nil 


Money  market  fund 
$10,526 

-f-0.16% 


ORI/McCRAW-HIlL 


Gold 
$10,083 

+0.73% 


on  this  page  are  as  of  market  close  Wednesday.  June  14.  1995,  unless  otherwise  indicat-  ket  close  June  13.  Mutual  fund  returns  are  as  of  June  9.  Relative  portfolios  are  valued  as  of  June 
stry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar-      13.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised  NA=Not  available 


Editorials 


GROUPWARE  REQUIRES  A  GROUP  EFFORT 


In  an  era  of  increasing  specialization  and  complexity,  group- 
ware  is  beconung  the  essential  work  tool  for  Corporate 
America.  At  its  best,  Lotus  Notes  and  other  forms  of  group- 
ware  can  encourage  creative  collaboration  among  dozens,  if 
not  thousands,  of  people,  anywhere,  anytime.  But  used  poor- 
ly, groupware  can  simply  become  the  latest  indulgence  in 
techno-narcissism — an  expensive  high-tech  fix  that  doesn't 
deliver  the  real  goods  in  the  marketplace. 

It  all  depends  on  implementation  (page  92).  IBM  just  paid 
$3.5  billion  for  Lotus  Development  Coi-p.  because  it  beheves 
that  the  Notes  software  is  the  strategic  building  block  of 
the  computer  industry's  next  leap  forward — into  networking 
infoiTnation  systems.  It  is  the  perfect  software  for  the  global 
era.  By  allowing  companies'  workforces  in  the  U.  S.,  Asia,  and 
Europe  to  work  together  in  real  time,  groupware  could  rev- 
olutionize management.  In  a  global  economy,  gi'oupware  elim- 
inates the  physical  constraints  of  time,  distance,  and  space. 

Technology,  however,  is  simply  a  tool.  Groupware  is  one  of 
the  most  powerful  collaborative  technologies  ever  developed. 
But  its  potential  is  unleashed  only  if  an  organization  is  stinc- 
tured  to  take  advantage  of  group  work.  Drop  Notes  into  a 
company  with  a  culture  of  individual  competition  and  it's  a 
waste  of  time  and  money.  "Me-now"  hotshots  and  "take 
charge"  bosses  are  anathema  to  its  success.  If  groupware  is 
inserted  into  a  flat,  horizontal  organization,  it  can  boost  pro- 
ductivity shai-ply.  To  make  this  new  technology  work,  or- 
ganization and  culture  ai'e  as  important  as  pes  and  software. 


Take  incentives.  Preaching  collaboration  is  not  enough.  It 
as  important  for  companies  to  create  incentives  for  people 
share  as  it  is  for  them  to  buy  the  latest  groupware.  Buildi 
cross-functional  teams  can  work  wonders  in  developing  n(4 
products,  but  only  if  people  are  rewarded  as  members  r 
the  team.  Right  now,  most  individuals  are  still  evaluated 
their  functional  manager.  That's  one  major  reason  why  mi 
teams  fail  to  produce. 

In  the  end,  groupware  is  a  technology  for  managing 
tionships,  not  just  information.  In  the  book  No  Mt 
Teams! — Mastering  the  Dynamics  of  Creative  Collaborat 
Michael  Schi'age  suggests  that  successful  collaborations 
the  past,  among  such  people  as  James  D.  Watson  and  Fr; 
H.  Crick,  involved  at  least  five  components:  equal  co: 
tence  among  members;  shared  goals;  mutual  respect;  sh: 
space  (blackboard,  piano  keyboard,  or,  now,  groupware);  s 
continual,  not  continuous,  communication.  i 

Companies  must  design  collaborative  organizations  for  \ 
tools  of  collaboration.  Once  they  do,  the  power  of  gi'oupwi 
manifests  itself.  If  Dorothy  Leonard-Barton,  of  the  Harvi 
business  school,  is  right  in  saying  that  innovation  comes  at 
joining  of  two  planes  of  thought,  then  groupware  is  poisei 
generate  the  greatest  bui-st  of  productivity  in  modem  hii 
ry.  In  fact,  U.  S.  productivity  growth  for  the  first  quarter 
just  revised  up  to  2.7%  from  0.7%.  Manufacturing  produi 
ity  is  now  higher  in  the  U.  S.  than  in  Japan  or  Germ; 
Groupware  may  already  be  working. 


JAPAN  NEEDS  MORE  THAN  A  BAILOUT 


Japan's  financial  sector  is  a  basket  case.  The  Nikkei  has 
plummeted  62%  fi'om  its  airy  1989  high,  while  prices  of 
commercial  property  have  tumbled  more  than  50%.  There 
have  been  runs  on  credit  co-ops,  and  housing  loan  corporations 
are  virtually  insolvent.  The  upshot:  Japan's  financial  lenders, 
from  commercial  banks  to  agricultural  banks,  have  nearly 
$1  trillion  in  bad  loans  on  their  books — about  20%  of  the 
country's  annual  economic  output.  Even  at  the  height  of  the 
savings  and  loan  crisis  in  the  U.  S.,  sour  loans  never  amount- 
ed to  more  than  9%  of  America's  gross  national  product. 
The  Jai)anese  economy,  and  with  it  the  global  trading  system, 
is  skating  on  very  thin  financial  ice. 

Wrongheaded  bureaucrats,  shortsighted  central  bankers, 
and  w.  vtk  politicians  are  to  blame.  For  nearly  five  years,  the 
mandar.r:;  at  Japan's  Ministi-y  of  Finance  actively  collaborat- 
ed with  ll'f  byjiks  in  cloaking  the  magnitude  of  the  crisis.  MOF 
bureaucro!/^  allowed  banks  to  hide  their  tattered  balance 
sheets  nru  uiced  up  the  stock  market  with  public  money  to 
give  baiiks  iine  to  clean  up  their  act.  It  didn't  work.  Markets 
never  rot  a  chance  to  clear  at  lower  prices,  and  government 
manipi,„!Lion  prolonged  the  financial  and  economic  pain. 


ellrill 


Japanese  politicians  are  no  better.  A  divided  conservati] 
socialist  government  is  unable  to  lead.  Worse,  politicians  ol 
parties  have  received  huge  campaign  contributions  from  tb 
nancial  sector.  The  only  time  the  politicians  and  mof  tried] 
organize  a  bailout,  it  was  to  help  two  coirupt  Tokyo  crd 
cooperatives  with  political  ties.  The  ensuing  scandal  ero( 
pubhc  support  for  bailing  out  the  banks. 

But  that  is  precisely  what  must  be  done.  An  expensive 
massive  makeover  of  the  banking  system  is  inevitable.  The  mna 
cent  emergency  bailout  plan  is  timid  fare.  What's  neei  n 
next  is  an  honest  accounting  of  how  bad  the  banking  cr 
truly  is,  a  mark-to-market  of  bad  loans,  and  a  hard-nosed 
sessment  of  how  much  the  pubhc  will  have  to  shell  out ' 
clean  up  the  mess.  Lower  interest  rates  will  be  needed  t(| 
nance  the  restructuring  of  the  banking  system. 

Time  is  running  out.  Deflation  is  killing  off  growth  and  j||ijri 
in  Japan.  Gold  prices  in  yen  are  falling,  real  interest  rates 
rising,  and  the  yen  is  grossly  overvalued.  MOF  bureaucrats 
on  a  financial  suicide  nan,  battling  inflationary  demons  tha' 
not  exist  while  hiding  banking  problems  that  really  do.  Thi 
a  scenario  that  has  disaster  written  all  over  it. 


low  Frito-Lay  HamHes 


SAS  Institute  Soltware 


^oritos'  and  Tostitos  brand 
^ortilla  Chips^  Lays  and 
\ujfles  brand  Potato  Chips^ 
ind  Rold  Gold  brand  Pretzels 

s  hard  to  imagine  any  loinpaiiy  that  understanfls  consumer  tastes 
etter  than  Frito-Lay.  a  leader  in  tlie  U.S.  saUv  snack  categoi"\'  with 
nnual  revenues  of  more  than  S5  liillion.  V-t  Frito-Lay  is  detcTniined 
0  get  even  closer  to  its  400. OOO  retail  customers. 

In  fact,  a  decentralization  effort  l)egun  in  1990  has.  in  the  last  fi\e 
ears,  brought  a  renewed  sense  of  ownership  and  empowerment  to  the 
0,000  Frito-Lay  employees.  As  pail  of  this  ownership.  Frito-La\"s 
nformation/Technology  Systems  department  ll/fS)  has  createil  a  tactical, 
larket-driven  flecision  su|)port  svstem  —  the  Zone  Workhench  System  — 
esigned  to  get  tinielv  information  in  the  hands  of  front-line  luanagers. 

It's  an  ajiplication  built  from  the  customer  up.  and  the  SAS"  System 
if  software  has  been  (here  every  step  of  the  way. 


■"The  Zone  Manager  is  the  hrst  line  of  com- 
munication with  om  Route  Sales  force,"  says 
Tom  Nealon.  Director  of  l/TS  for  Frito-Lay, 
whose  department  spearheaded  deyelopmcnt 
of  ihc  decision  support  svstem.  "We  knew  from 
the  start  that  the  Zone  Workbench  had  to  pnividc 
information  that  was  'actionable'.  It  also  had  to 
be  portable  across  client/server,  workstation,  or 
laptop  environments.  p](|ually  im|)oi1ant  was  the 
ability  to  integrate  multiple  data  sources." 

Delivering  More  than 
Software  Alone 

■■(  ;i\en  the  tight  schedule,  the  soltware  com- 
pauv  we  chose  had  to  provide  supeiior  ap|)lications 
development  tools — as  well  as  com|irc'hi-nsi\e 
training,  consulting  sen'ices,  and  docunu-nta- 
tion."  adds  Nealon.  "SAS  Institute  caiue  through 
on  even  count.  |)roving  time  and  again  the  value 
ol  having  a  software  vendor  that's  as  interested 
as  we  are  in  com|)letiug  pr(ii<'cts  on  time  and 
on  largel." 

Nealoii  calls  the  Zone  WorkbeiU'h  "a 
tiemendousK  \ersatile  business  tool  proving 
user-friendliness,  power,  and  poilability  between 
platforms  can  all  operate  in  one  jiackage.  llic 
old-st\  le  FIS  systems  are  antiques.  The  game 
toda\  IS  lo  pro\  ide  inlormalion  that  can  impact 
llic  marketplace  each  day.  for  each  of  our  cus- 
lomers.  For  Frito-Lay.  SAS  Institute  is  making 
sure  we  have  the  tools  to  make  an  im|)act." 

To  rcoeiv*'  a  .SAS  Sysleiu  Ex«'<'iiti\«'  .SiiiiiiiiaiT, 
flive  us  a  call  or  .seinl  u.s  e-mail  at 
l»\v@sas.sas.c«nii 


S  AS  lii^tiliiti'  Inc. 
t'lionr  91'>-677-820() 
F;ix")li)-677-4444 
www :  lilt|)://vvvvw.sas.cimi/ 


S  \S  IS     ,r,i;iM.'i.-.l  iKL.Irniark  ..I  S  \s  liisiiiui,.  |„ 

(;..|.MIf:lll  (0  I'I'ir,  1,^  S  \S  IllMlllllr  Inr 


New  ergonomically  designed 
instrument  panel  with  large, 
easv-to-use  radio  controls. 


The  top-selling  sport  utility 
ivitb  standard  dual  air  bags.' 


Remote  keyless/illu m i naled 
entry  for  added  security. 


The  Sport  Utility  That  Was  Dressed  To  The  Nines 
Is  Now  Dressed  To  The  Tens,  Elevens.  And  Twelves. 


New  standard  -i-wheel  anti-lock 
disc  brakes  for  surer,  safer  stops. 


Neif  Automatic  Ride  Control 
constantly  adjusts  tbe 
suspension  to  your  load  for 
optimum  ride  and  handling. 


Sensational  sound  from 
available  new  6-CD  cbang 
and  JBL  stereo. 


THt  BEST  NEVER  REST 


7999 


